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6 Tevet 5781
December 21, 2020
To,
Asaf Naim, CPA, CEO
Kirobo Ltd.
By electronic mail
Re: Preliminary application concerning Kirobo Ltd.
Reference: Your letter of July 24, 2020; summary of conversation of the Authority’s senior staff with you on August 16, 2020;
your letter of November 06, 2020 and the company’s White Paper1

In response to your application for a pre-ruling in your referenced letters (hereinafter: “the Application”),
we hereby set out the position of the Securities Authority’s senior staff (hereinafter: “the Authority’s
senior staff”) on the matter. This position relates to the topics you raised in your Application and is based
on the set of facts laid out by you in it, on the assumption that this reflects the entire data relevant to the
matter. This position also relies on additional documents provided by you on August 16, 2020 and
November 06, 2020, and on the White Paper published on the company’s website (hereinafter: “the
White Paper”).
1.

The main points of the relevant facts as set out in your application:
1.1

Kirobo Ltd. (hereinafter: “the Company”) was incorporated in Israel in 2018 as a private
company. The Company develops blockchain-related technology. The Company’s main
product is the provision of an option to cancel a blockchain transaction for transactions
performed mistakenly (such as an error in the amount or the destination address). The
Company develops other supplementary products for this product and makes improvements
to the existing product.

1.2

The Company’s main product is currently available on a platform operated by the Company
(hereinafter: “the Platform”). The Company provides two options for payment for the said
product —
1.2.1 Payment for each transaction in the currency being transferred by the user (existing
option) – said payment is derived from the amount being transferred. According to the
White Paper, the calculation of the commission paid to the Company depends on the
amount transferred and reduces as the transferred amount increases, and is made in
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As available on the company’s website.
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the same currency the user wants to transfer and for which the product is operated.2 It
is also stated in the White Paper that the Company has the discretion to change the
transfer cost (the manner in which the commission is calculated).
1.2.2 Prepayment in the Company’s currency – in addition to the option to pay for each
transaction, which, as previously stated, currently exists, the Company wishes to enable
payment in tokens issued by the Company (hereinafter: “the Tokens” or “the
Cryptographic Currency”), with payment in the Company’s token permitting transfer on
the platform independent of the amount being transferred. According to the White
Paper – the payment will be 100 Tokens for a single transfer, and the Company has
discretion to change the transfer cost in this way, provided that it does not exceed 100
Tokens for a single transfer.
1.3

The Company intends to open a Pool on stock exchanges for cryptographic assets to allow the
purchase of Tokens3 and to enable the sale of Tokens to the Company’s customers directly
from the Company’s website, while imposing daily restrictions on the number of Tokens that
may be purchased on the website. The sale on the website will be made for a defined amount,
and the Company is entitled to change the price of the Tokens from time to time and without
prior notice.

1.4

The Company does not intend to carry out know your customer (KYC) procedures or
identification procedures to prevent money laundering (ALM), claiming that this is in
accordance with the exemptions determined in law. However, the Company will allow certain
customers who prove regular use of the platform to purchase Tokens for amounts exceeding
the daily restriction after carrying out KYC and ALM.

1.5

The Company intends to publish the total number of Tokens available for sale. According to
the White Paper, as of the date of writing our letter, approximately 8% of the maximum
inventory of Tokens is locked in for a period defined in the White Paper and held by the
Company for its benefit.

1.6

The Company, entities associated with the Company, or third parties may list the Tokens on a
crypto-asset exchange (one or more). The Company states that it may list the Tokens only after
significant use of the platform.

1.7.

Two additional features of the company's activity which appear in the White Paper:
1.7.1 The Company may allow the use of Tokens for future products.
1.7.2 The maximum inventory of Tokens will be mined in a period of 60 months, with a fixed
number of tokens being mined each month.
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Thus, for example – the commission paid to the Company for a transfer in bitcoin – will be in bitcoin.
A certain amount of the Company’s token is deposited to a contract and a certain ratio is determined – “the
conversion coefficient” against another currency (for example Bitcoin) which can also be deposited to a contract.
This contract enables anyone to deposit or withdraw the Company’s tokens against the deposit or withdrawal of
another currency, with the Company’s token price being determined according to the price of the other currency in
relation to the balances in the contract and according to the conversion coefficient. Thus, the Pool allows anyone to
buy and sell Tokens.
3
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1.8

The Company will not publish its detailed Road Map4. However, the Company wishes to publish
information on improvements to existing products and the extension of the product to
additional platforms, without including information on the development of new products –
until the product is largely developed.5

1.9

The Company presented a legal opinion on the application of European law to the offering of
the Tokens, according to which the Tokens are a Utility Token under European law.

2.

The preliminary application
2.1

3.

The Company asked the Authority for a pre-ruling in which it would be determined that the
Company’s token is considered a utility type of token, and that the sale of the Company’s
tokens to potential buyers in Israel and abroad by the Company as previously stated would not
constitute an offer or sale of securities under section 15 of the Securities Law, 5728-1968
(hereinafter: “the Law”). Alternatively, the Company is asking the Authority not to take any
future enforcement action (No Action) with regard to the use of these tokens, its offer and its
sale to the public.

The Company’s position:
3.1

In the Company’s opinion, a Utility Token as defined by the Committee to Examine the
Regulation of Decentralized Cryptographic Currency Issuance to the Public in an interim report
published (hereinafter: “the Interim Report”), are “currencies that are intended to confer
rights of access to or use of a service or product offered by a certain enterprise”. According to
the Interim Report, in order to classify a token as a Utility Token, the following features must
be taken into consideration:
3.1.1 The purpose of the investment in the eyes of the purchasers of the Tokens;
3.1.2 The extent of the Token’s functional usability at the issue stage. In other words, to what
extent purchasers of the tokens can use them for the purpose for which they are
intended.
3.1.3 The promoter’s presentations and undertakings, including a guarantee of achieving a
yield and the creation of a secondary market, and considerable efforts to create a
secondary market after the issue.

3.2

Concerning the purpose of the investment in the eyes of the purchasers of the tokens – in the
Company’s opinion, the purchase of tokens is not worthwhile for investment purposes, based
on the following features – the tokens are available for trading in a Pool in stock exchanges,
the Company sells to all comers (at this stage, apart from Israelis and Americans) a maximum
number of tokens at a predetermined and known price. A given number of tokens permits a
single transaction, and there is a known price for a transaction if platform users choose to pay
in the transfer currency (instead of payment in Tokens). In the Company’s opinion, the
combination of these features creates a situation in which if the price in the Pool increases,
everyone can purchase Tokens using the Company’s website (at a lower price). If the price in
the Pool drops, the users will prefer to purchase Tokens through it until they balance out
steadily the price to the price offered on the website. The Company believes that even if
demand for the product increases (and consequently also for Tokens), such as to affect the
value of the Tokens – the fact that the Company set a limit on the number of Tokens that a
user can purchase in one day does not enable purchase for investment purposes.
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i.e., the Company’s short-term and long-term business plan.
Concerning a definition of the stage at which the product will be largely developed – the Company proposes to
define an external security check as the stage from which the product will be considered to be largely developed.
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3.3

Concerning the extent of the token’s functional usability at the issue stage – the Company
considers that the Tokens are not speculative assets, but rather instruments that immediately
on purchase permit real use on the platform, and therefore they are Utility Tokens.

3.4

Concerning the promoter’s representations and undertakings – in the Company’s opinion, it
does not encourage the purchase of Tokens for investment purposes. Among other things, it
does not guarantee trading on the stock exchange; the Company restricts the number of
Tokens available for purchase through it on a daily basis (to only several hundreds of dollars);
the Company accepts payment in different currencies (such as Bitcoin); the Company does not
publish a Road Map of the development of future products, but only the general idea, and will
issue a formal notice on each development upon completion.6 The Company also maintains
that the fact that the Company does not reveal information on this subject when the Tokens
are purchased, is a reason for which the instrument should not be considered an investment
instrument, even if this information will be subsequently revealed.

3.5

The Company is of the opinion, that also in accordance with American law, the Tokens being
offered do not meet the definition of securities, since they do not pass the tests determined
in the Howey Ruling7 for an investment contract:
3.5.1 Investment of Money – It is the Company’s contention that there is no investment of
money, since the Company intends to restrict the amount that can be purchased daily,
so as not to allow the investment of substantial sums.
3.5.2 Common Enterprise – It is the Company’s opinion that since it is selling its services for
payment in Tokens and also for payment in the transferred currency, there is no
common investment. Moreover, and until the currencies are listed, the Company does
not control the price of the currency, since it will sell it at a fixed price that may change
from time to time, and therefore the feature of a common enterprise is absent.
3.5.3 Expectation of Profits – It is the Company’s opinion that there is no expectation of any
profit from the Tokens.
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On this subject, the Company wishes to reserve the right to answer specific questions from potential customers
also with regard to the Company’s intentions for future developments. Moreover, the Company intends to publish
its Road Map to potential investors and potential commercial customers.
7
SEC v. W.J. Howey Co., 328 U.S. 293 (1946)
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4.

The Securities Authority position:
4.1

We hereby notify you that in the circumstances described, the position of the Securities
Authority senior staff is that the Company’ s currency is a security, and consequently its offer
and sale in Israel is subject to section 15 of the Law, for the following reasons:

4.2

The definition of a security in the Securities Law appears in section 1 of the Law: “certificates
issued in series by a Company, cooperative society, or any other corporation and conferring a
right of membership or participation in them or claim from them…”
It is the opinion of the Securities Authority senior staff that this broad definition, including the
term “certificates” and “series” in section 1 of the Law, should be interpreted in a manner
consistent with the language and with the objectives of the legislation. This accords with the
Supreme Court determination according to which the Law is broadly stated and the broad
interpretations it gives to its components.8
On this matter it should be emphasized that for the most part, cryptographic assets conform
to the language elements in the definition of a security – the certificates component is present
due to the existence of a registration of rights conferred by the Token in a digital format; and
the series component is largely present, since for that purpose it is sufficient that there is a
number of certificates that confer similar economic rights characterized by similar risks and
opportunities, despite there being several differences between them.
Concerning the component of the right of membership or participation or claim from a
corporation – according to this component in the definition, securities must embody these
rights from a corporation as previously stated. This component must be interpreted with the
objective of the securities laws in mind, and it would seem that these rights need to be of a
clear economic nature.9 In this connection, even if the economic nature of the right is not
derived from the direct obligation of the company offering the certificate to pay money, but
the holding of a certificate imposes an economic risk on the owner of the certificate (since the
certificate embodies a real economic value, or at least the potential for a real economic value)
– this element is in play. As will be analyzed later, it is the opinion of the Securities Authority
senior staff that the right to demand to receive a consideration worth money from the
Company, which purchasers of the Tokens have from the Company, the component of the right
to claim from a corporation exists, taking into consideration the specific circumstances and the
analysis that will follow later.
Accordingly, it is the Securities Authority senior staff's opinion that the language elements of
the definition in the Law are satisfied in the circumstances of the Company’s case. Moreover,
an examination of the circumstances of the Company’s case and the token issued by it based
on its features, shows that the Tokens meet the objectives of the definition of securities in the
Law, for the reasons that will be set out in detail below.10
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For more on this see Amir Wasserman and Tsofnat Mazar-Laist “The Obligation to Publish a Prospectus as a Line
of Defense for the Public of Investors”, Danziger’s Book (2009) (hereinafter (Wasserman and Mazar-Laist”).
9
Moty Yamin and Amir Wasserman, Corporations and Securities, page 137 (hereinafter: “Yamin and Wasserman”).
10
For more on the tests for a realistic testing of the definition of securities see Wasserman and Mazar-Laist, pp. 195178.

5

4.3

Since a cryptographic asset falls under the definition of a security, all the circumstances and
features of each case must be examined against the background of the Law’s objectives, and
the standard tests applied for the definition of a security as set out below. This also arose from
the final report of the Committee to Examine the Regulation of Decentralized Cryptographic
Currency Issuance to the Public11 (hereinafter: “the Committee’s Report”), where it states that
as part of an examination of the classification of a cryptographic asset, the following
parameters, among other things, must be taken into consideration: (1) the aim of the
investment from the token buyers’ perspective ; (2) the tokens’ functionality at the time of the
issue, that is to say, the extent to which token buyers can use the tokens for their intended
purpose ; (3) the entrepreneur’s representations and commitments, including promises for
future returns and for the creation of a secondary market, and any significant efforts to create
a secondary market after the issue

4.4

As will be described below, the opinion of the Securities Authority senior staff is that an
examination of the aforesaid parameters in this case, taking into consideration the
characteristics of the Token and of the Company’s operations as presented to it as a whole,
leads to the conclusion regarding the classification of the Company’s Token as a security.
This is mainly because, in the opinion of the Securities Authority senior staff, there will
probably be investors who will purchase them for financial purposes in the expectation of
an increase in value for holding them, which is a feature of an investment in a security. It
should be emphasized that each of the following parameters, in itself, has weight in the
decision to classify the Token as a security, although each parameter, on its own, does not lead
necessarily to that decision.

4.5

The purpose of the investment in the eyes of purchasers of the Tokens – a financial
investment as against other purposes
4.5.1 The existence of a secondary market – the Company intends to list the Tokens on stock
exchanges that allow trading them. Thus, from the outset, it will be possible to purchase
the Tokens from a Pool to be opened in a crypto-assets stock exchange and
subsequently, the Company or someone on its behalf may list the Tokens on stock
exchanges. Listing the assets on a secondary market encourages speculative purchase
with the aim of maximizing profits and is a significant indication that it is an investment
instrument that is not intended purely for consumer purposes. It should be stressed that
in the opinion of the Securities Authority senior staff, the fact that the Tokens will
initially be listed only in a Pool does not affect the analysis – both because a Pool allows
anyone to conduct activities at any time at a price that varies according to supply and
demand – similar to any other secondary market, and because there is likely to be a
listing on stock exchanges in the future, as previously stated.
4.5.2 Holding Tokens by the Company – the Company holds a not insubstantial number of
blocked Tokens as part of the Company’s equity, which it can use for various needs. This
fact is an indication that the Company has an interest in maximizing the Token's value,
and is likely to affect investors’ considerations in the purchase of the Tokens, in the
expectation that the Company’s efforts will increase the Token's value.
4.5.3 The economic value of the Tokens – according to the Company’s business model,
according to which a fixed quantity of Tokens is required for each transaction,
irrespective of its size, the value of the Tokens is difficult to estimate and may be within
a relatively broad range that is likely also to attract purchase for investment purposes.
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See on the Securities Authority website.
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As distinct from the example of a Utility Token referred to in the Committee’s Report,12
the Company is not proposing that the Token will permit a fixed-size use, so that its value
is dependent on the volume and value of transactions that may be conducted in the
future, and therefore its value is likely to change significantly.13
4.5.4 Development of future products – another material aspect that is directly connected to
the economic value of the Token is that the Tokens are likely to be used to pay for the
Company’s future products and developments if they come to pass. In this context it
should be clarified that in the senior staff’s opinion, the option to make significant
changes in existing products is also likely to be perceived as an option to develop future
products. The fact that the Tokens are likely to be used for future products creates a
potential for an increase in the Token’s economic value and is an indication that the
purchase of the Tokens reflects an expectation supported by the Company’s ability to
manage its business and develop future products, and consequently the purchaser of
the Token does so with the expectation of an increase in value and not for the purpose
of personal use of the product, and he is able to take advantage of this increase in value
by trading in the Tokens.
4.5.5 Restriction of supply and control of the price – an aspect with a significant influence on
the classification of the purpose of the investment as a financial investment is the fact
that the number of Tokens issued by the Company is final and the fact that the Company
is entitled to change the price of the Tokens at its sole discretion. It should be mentioned
that the fact that the Tokens are also being offered on the Company’s website at a fixed
price, along with the ability to purchase the service in other currencies, restricts to some
extent the probability that the price in the secondary market (the Pool) will increase
beyond that price – as long as the price on the website is indeed fixed.14 However, as
the Company states in the White Paper, the Company may at any time change the price
of Tokens on the site and the price of the service offered by it. This suggests that the
purchasers can expect the price of the Tokens on the website to be revised according to
the level of demand and consequently also in the secondary market. Accordingly, the
purchasers can take advantage of the potential for an increase in value and therefore
they are likely to purchase the Tokens for investment purposes. In this regard, it is not
sufficient to determine a ceiling price for payment in the Tokens for the Company’s
service. Moreover, the price in the secondary market is likely to drop in line with a drop
in demand or other pressures on sales. In such an event, too, there may be speculation
with regard to an increase in value of the assets sold in the secondary market, at least
up to the price offered by the Company.15
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There, the example is given from a consultation document of the British Authority – a company known for the
manufacture of luxury vehicles issues a limited number of Tokens conferring on the token holder a right to take a
one-hour test drive of a new luxury vehicle just marketed in a limited edition by the company. The token can be
bought and sold in secondary markets in which the price of the token may rise or fall depending on demand for the
luxury vehicle, but the tokens do not confer any additional right on their holders. Including the right to a payment,
ownership, to make decisions, etc.
13
Whereas in the example given in the Committee’s Report there is a high degree of certainty with regard to the
product that can be purchased with Utility Coupons, according to the Application, the Company would like to allow
the Tokens to be used to make transfers of any amount, therefore the product that can be purchased with the
Tokens includes a lesser degree of certainty regarding its value.
14
When specific price increases are possible in light of the restriction on the amount that can be purchased on the
website.
15
In such an event, the fact that the Company can reduce the number of Tokens required to perform a transaction
can also be a means of increasing the value of the Tokens.
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4.6. Raising the investment and its management by others
The fact investors are passive and rely on a third party to manage their investment is an important
consideration in the classification of an instrument as a security. According to what has been stated
above, the Company can control the conversion rate of a Token into a service along with the ability
to control the price of the service in a currency that is not the Token, and the absence of any linkage
between the price of the service as purchased in a currency that is not the Token and its price in
Tokens – is an indication of the Company’s major involvement and influence on the value of the
aforementioned cryptographic asset, along with the possibility of future development and
improvements to the proposed product. All these lead to a great dependency of the value of the
Token in the management of the Company. That, justifies the imposition of the protection of the
securities laws on the offer of the Tokens.16
4.7 The absence of any other financial regulation that protects the investor's funds
The Company’s operations and the issue of the Tokens is not subject to any regulatory oversight and
so there is no specific and alternative system of financial laws that creates a proper protection for
purchasers, in a way that allows the Token not to be classified as a security.
4.8 The appropriateness and relevancy of securities laws to the requested activities
Beyond the principle of due disclosure which is the basis of the securities laws,17 there are other
principles that create a regulatory umbrella that reduces the risk of fraud, the transfer of value from
the Company to the Company’s organs, etc. The activities requested by the Company, in particular
its ability to influence the value of the Tokens and their uses, alongside the fact that it is easy to trade
the Tokens, justifies the application of the protections of securities laws. Thus, for example, without
the protections of securities laws, the liability of the party offering the Tokens for damage caused to
purchasers of the Tokens would be reduced in comparison with a situation in which these laws apply;
it will not be possible to guarantee the provision of sufficient information to purchasers of the Tokens
to allow fair trade in them, so that the ability to make decisions to invest in Tokens is seriously
impeded; investors in the Tokens will be denied protections affecting the integrity of trading, such as
a prohibition on the use of inside information and securities fraud; and other protections will be
denied that are achieved with the application of rules of corporate governance to the regulation of
the Company’s conduct in the matter. It should be stressed that the Securities Authority senior staff
rejects the Company’s analysis according to which the non-disclosure of information from certain
purchasers at the stage of purchasing the Tokens, and its exposure only later, is a consideration for
the non-application of the securities laws to the activities.
4.9 In view of all the aforesaid, and taking into consideration the cumulative weight of the parameters
examined and considering them as a whole, the Securities Authority senior staff is of the opinion that
the Company’s requested activity constitute an offer and sale of securities, and should be conducted
in accordance with the provisions of the securities law.
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It should be emphasized that the above consideration is at the basis of the Howey Tests which test for the existence
of an investment contract under American law. The SEC broadly analyzed the application of the Howey Tests for
cryptographic assets. Framework for “Investment Contract” Analysis of Digital Assets (hereinafter: “the SEC
Analysis”).
17
See Wasserman and Mazar, pp. 171-172.
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5.

It should be emphasized that the Securities Authority senior staff is not expressing its opinion on
other issues that may arise from what is stated in your letter. Moreover, since this opinion is based
on the facts described in the referenced application, it should be clarified that any change in the facts,
in the circumstances, or in the conditions described in them, may demand a different conclusion from
that stated in this reply letter.

6.

Finally, we hereby notify you that in accordance with the procedure for dealing with preliminary
applications to the Securities Authority (published on the Authority’s website in June 2008), the
preliminary application and the response to it may be published on the Authority’s website.

Respectfully,

Amir Ben Moyal, Attorney

Vered Pilichovski, Attorney

and CPA

Corporate Department
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Or Asaf, Attorney

The following translation is intended solely for the convenience of the reader. This translation has
no legal status and although every effort has been made to ensure its accuracy, the ISA does not
assume any responsibility whatsoever as to its accuracy and is not bound by its contents. Only the
original Hebrew text is binding and reader is advised to consult the authoritative Hebrew text in all
matters which may affect them.

24/7/2020
The Securities Authority
Corporate Department
22 Kanfei Nesharim
For the attention of Anat Nachmia, by email
Jerusalem
By electronic mail
corporate@isa.gov.il
Anatn@isa.gov.il
Dear Sir/Madam,
Re: Kirobo Ltd. Co. No. 515793370 application for a pre-ruling
and application to receive a No Action letter
I am writing to you as representative of the Company on the above subject, as follows:
1. Summary of the background on the Company
 The Company is an Israeli company incorporated in Israel in February 2018.


The Company develops blockchain related technology as set out below.



The Company has raised money from a small number of “angel” investors in standard investment
agreements.
The company is in receipt of a grant from the Chief Scientist.
The Company is currently in the process of raising additional capital from risk capital funds.
The Company has draft agreements with customers (exchanges and wallets) against a fixed monthly
payment or against an income participation model, these companies utilize the Company’s technology
using the Company’s API.





The Company’s activities – The Company adds a security layer to the blockchain which prevents users making
human errors
The Company’s main product is the provision of an option to cancel a blockchain transaction (undo button) for
transactions mistakenly conducted (a mistake in the amount or a mistake in the destination address)
The Company develops additional supplementary products based on its technology and makes improvements
to the existing product.
2. A summary of the factual background
Undo button
The Company has released18 to the public its main product which provides an option to cancel a blockchain
transaction (undo button) (hereinafter: secure transfer) for transaction mistakenly conducted.
The product is available to all comers at the above address. https://safer.kirobo.me.

18

https://www.coindesk.com/blockchain-startup-israel-prevent-loss-crvptoc11rrencv-transactions-human- error
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Payment per transaction as a commission in the same currency the user is transferring.
The Company intends to charge a commission for the use of the Company’s products, a commission derived from
the amount transferred.
For example (this is only an example, and the amount itself is not binding on the Company):
Let us assume that a certain person who wants to make a secure transfer of an amount equal to 1 million dollars,
that person will pay a commission on that transfer in the same currency being transferred (for example, Bitcoin) at
a value equal to X dollar.
The payment will be made in the same currency he has transferred (hereinafter: “the base currency”), in other
words, if the transfer is made in Bitcoin, the payment of the equivalent of X dollar will be made in Bitcoin, if the
transfer is made in Ethereum, the payment will be in Ethereum, and so on.)
Prepayment in the Company’s currency
The company wishes also to enable payment per transaction as a commission in “the base currency” to allow an
option for an additional payment in the Company’s currency, with the Company’s currency enabling one transfer
on the Company’s platform independent of the size of the transfer.
3. Additional data and emphases
















The company’s platform is currently operating.
The Company intends to develop a Pool19 in exchanging, that enabling the purchase of tokens.
In addition, and in order to prevent speculation in the price of the Company’s token, the Company intends
to sell to customers directly on the Company’s website with a daily limit which will not exceed the
amount permitted by the Reduction of the Use of Cash Law, 5778-2018 or an amount determined in the
Prohibition of Money Laundering (The Money Service Providers' Requirement Regarding Identification,
Reporting and Record-Keeping for the Prevention of Money Laundering and the Financing of Terrorism)
Order, 5774–2014, the lesser of them.
Without making an absolute determination on the amount of the purchase, it will be a few hundred
dollars for a single purchase.
The customer will be identified automatically with his wallet address and there will be a fixed daily limit
beyond which it will not be possible to purchase the Company’s currency on the same day.
The Company does not intend to conduct KYC or ALM on transactions below the ceiling demanded by the
aforesaid laws.
Specific customers who can prove regular use of the platform will be allowed by the Company to
purchase a larger amount, but only after conducting KYC and ALM.
The Company does not intend to publish the number of tokens available for sale at the initial sale stage.
The Company will not commit to a number of specific tokens in the Company’s advertising at the initial
sale stage.
The Company will sell the tokens for a fixed sum.
The Company will change the price of the tokens from time to time (up or down) according to the
Company’s needs and the costs of providing the service, but it will not report on that prior to the price
change and will not declare that to be its policy.
A fixed number of tokens will (always) suffice for one transaction irrespective of the size of the
transaction and irrespective of the price of the token.
If the Company requires a financial service provider’s license for the sale of the tokens, the Company will
obtain that license or alternatively will contract with said license holder which will sell on the Company’s
behalf on the above terms and restrictions.

19

A Pool is intended to “make available” a certain number of tokens against a negotiable currency which maintains
the price ratio between the token and the currency, but the quantity of tokens made available is irrespective of the
total number of tokens in the Company.
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4. The legal issue
In our view, the legal issue is as follows:
a. Whether the Company’s token is considered a utility type token
b. Whether the sale of the Company’s tokens to potential purchasers in Israel and abroad through the
Company as previously stated, in accordance with the business model described above, can be considered
an offer or sale of securities to the public under the Securities Law.
5. The legal discussion
Already at the opening of the discussion it should be said that we believe that the Company’s token is
considered a utility-type token and that the sale of the Company’s tokens to potential purchasers in Israel and
abroad through the Company as previously stated, in accordance with the business model described above, is
not considered an offer or sale of securities under the Securities Law.
Utility token
A utility token as defined by the Committee to Examine the Regulation of Decentralized Cryptographic Currency
Issuance to the Public (Interim Report),20 are “currencies that are intended to confer rights of access to or use of a
service or product offered by a certain enterprise”. The Committee also determined that the following features
should be taken into consideration:




The purpose of the investment in the eyes of purchasers of the tokens;
The extent of the token’s functional usability at the issue stage, in other words, to what extent purchasers
of the tokens can use them for the purpose for which they are intended.
The promoter’s presentations and undertakings, including a guarantee of achieving a yield and the
creation of a secondary market, and considerable efforts to create a secondary market after the issue.

We will examine the purpose of the investment in the eyes of the purchasers of the tokens in a specific instance
Since we cannot read the minds of every purchaser, we can attempt to analyze the attractiveness of the
investment in the eyes of the reasonable person, given the data and the emphases detailed above.
1.
2.
3.
4.

The tokens are available in a Pool in exchange
The Company sells to anyone who wants, a maximum number of tokens in advance at a fixed and
predetermined price.
A given number of tokens (or one token) enables only one transaction.
There is a known price for a transaction when paying in the “base currency”.

20

http://www.isa.gov.il/%D7%94%D7%95%D7%93%D7%A2%D7%95%D7%AA%20%D7%95%D7%A4%D7%A8%D7%A1%
D7%95%D7%9B%D7%99%D7%9D/Reports/177/Documents/CryptoCornmitteelnterimReport.pdf
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Based on these data, the question arises of whether it is “worthwhile” to invest (for
investment purposes only) in the enterprise?
The answer is obviously no.
An example to demonstrate the response.
Suppose that the token is sold at 1 dollar on the Company’s website.
And now suppose that the price of the token “rises” in the Pool to 1.5 dollars; everyone
can immediately go to the Company’s website to purchase tokens and sell in the Pool,
meaning that the price of the token will immediately return to the original price at which
it was sold on the Company’s website. If so, why should the price of the token be
different from the price on the Company’s website?
Similarly, there is no reason why the price of the token in the Pool should drop below 1
dollar, since if it drops to a price of 0.9 dollar, all the users will purchase in the Pool and
not on the Company’s website until the moment that it levels out at 1 dollar.
The conclusion: The price of the token does not depend on speculation provided the
token is only sold in one direction on the Company’s website (the Company cannot
repurchase tokens from the users).
However, the claim will now be made that people may think that there will be increased
use of the product and so they will purchase it for any amount, even if it is greater than
the purchase price on the Company’s website.
There is another weakness in this claim beyond the weak point that the purchaser can
purchase every day on the Company’s website the maximum amount allowed by the
Company at a fixed price.
The weak point is that the price of the token is always limited by a ceiling, since anyone
can conduct a transaction and pay for the transaction in “the base currency” even
without holding the token.
In other words, suppose that the price of a transaction in “the base currency” is 2
dollars, then the maximum price of the token can reach 2 dollars, meaning that
speculation can be identified and quantified.
Another no less important point- The purchaser does not know what number of
tokens21 is being issued by the Company and receives no guarantee from the Company
of the final number of tokens, and cannot calculate the value of his token in relation to
the final number. Consequently, even if he buys a token that costs 1 dollar, this is of no
import, since if the number of tokens is theoretically infinite, there is no sense in
hoarding additional tokens for some future time.

We will examine the extent of the functional usability of the token at the issue stage, meaning to what extent
purchasers of tokens can use them for the purpose for which they were intended in a specific instance
The moment he makes his purchase, the purchaser can conduct a transaction and pay a reduced
amount using the token, i.e., that the token is not a speculative instrument but a genuine
instrument that enables genuine use of the platform the moment it is purchased, and therefore
is by definition a utility token.

21

In effect, if the purchaser looks for it, he will find the contract for the tokens in which a certain number of tokens
is stated, but who will guarantee him that that number will not double tomorrow?
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We will examine the promoter’s representations and undertakings, including the guarantee to achieve a yield
and to create a secondary market, and significant efforts to create a secondary market after the issue in the
specific event
The Company does not encourage the purchase of tokens, and in proof:
 The Company does not publish the number of the Company’s tokens.
 The Company does not guarantee trading on a stock exchange (as distinct from a Pool; in order to get
a listing on a stock exchange, a final number of tokens must be determined).
 The Company restricts the number of tokens that can be purchased through it each day to several
hundred dollars- meaning that the Company is not interested in investment but in promoting sales,
similar to coupons.
 The Company enables payment in other currencies, such as Ether and Bitcoin and publishes the
aforesaid price on the Company’s website.
 The Company does not publish a Road Map of the development, but only the general idea, and will
issue a formal notice of every development only when it has been completed and is available to the
public.
Clarification 1: The Company will answer specific questions, for example, if a potential customer asks if
we intend to develop the Company’s capabilities for a specific blockchain, the Company will answer
the customer (possibly also in a forum or in the Company’s Telegram group, that it is working on a
solution to the issue or is not working on a solution to the issue), but it will not publish a formal Road
Map that might lead from some aspect or another to speculative activities.
Clarification 2:
As distinct from private customers, the Company will share its Road Map with potential investors or
potential commercial customers.
In the second stage, the Company may list the token on a trading stock exchange, but this will happen only after
significant use of the platform and after the Company has decided on a final number of tokens which will allow for
reasonable and sensible use of its platform.
In any event, whether or not the Company lists, the Company will always charge also in “the base currency”.
In other words, the Company’s currency will not be the only way of using the platform, since then the
expectation of an increase in use could affect its value, but its value will be limited to the standard payment,
and obviously the standard payment must be reasonable, since there is a limit on how much the user will agree
to pay for one transaction.
At this stage, it is worth restating the words of the Committee as follows:
An investment for the purchase of a product or service, in the present or the future, is not an investment in a
security, and one should be cautious about over applying the definition to investments that are not financial in
nature, and there is no justification in imposing the obligation to publish a prospectus on them. This group
includes, for example, the issue of coupons or club cards purchased for consumer, use and leisure purposes.
Similar to other consumer purchases that are currently outside the application of the definition of a security, the
fact that the service or product has been “tokenized”, i.e., represented by a transferrable cryptographic token
should not change the conclusion of the analysis with regard to it. Therefore, all the facts point to cryptographic
tokens purchased for consumer purposes and not for financial purposes, in general, not being considered a
security.
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Is the fact that the Company is listing some of the tokens in a Pool evidence of a difference between the
Company’s token and coupons or a club card
First, as we explained above, the listing is made for reasons of convenience (expediency) and for sales promotion
reasons. In addition to the listing, the Company sells a token on the Company’s website at a predetermined price
(which can vary like any given price or product).
As we explained, the purpose of this currency (among others) is to promote sales, which is obviously legitimate.
Following is a quote from a report of the Australian Competition & Consumer Commission:
22

Customer loyalty schemes are ubiquitous in many sectors of the Australian economy and are particularly prevalent
in the airline, supermarket, credit card, hotel and car rental industries. Consumer participation in loyalty schemes is
high and average Australian carries four to six loyalty cards. Fundamentally, loyalty schemes are a marketing device
with the primary objective of attracting and retaining customers. Many firms invest in loyalty schemes with the aim
of gaining a competitive advantage over rivals by influencing customer behavior to encourage repeat purchases and
introduce customer resistance to competing offers or products. In this sense, loyalty schemes have a dual strategy
– an offensive strategy of acquiring new customers as well as a defensive strategy of retaining existing customers.
Therefore, after noting that sales promotion is legitimate and extremely widespread, we must examine whether
other products that were not manufactured using blockchain technology are eligible for similar treatment.
For the sake of example, we will examine the similarity between the Company’s token and a “frequent flyer”
points token of airline companies
Some airline companies allow the sale of frequent flyer points and some prohibit it, but most of them allow the
bequeathing of the frequent flyer points.
The Supreme Court of Brazil ruled in 201823 that frequent flyer points are the property of travelers, and therefore
they are entitled to sell them (see also Wikipedia on the issue24).
Airline companies also allow frequent flyer points to be donated. 25
It is possible to use frequent flyer points:
 To purchase tickets
 To upgrade seats on flights
 To book a hotel
 To order a rental vehicle

22

https://www.accc.gov.au/system/flles/Customer%20loyalty%20schemes%20-%20draft%20report_151119.pdf
https://tj-sp.jusbrasil.com.br/jurisprudencia/604158856/99435720158260635-sp5720158260635־0009943־
/inteiro-teor-604158874
23

24

https://he.wikipedia.org/wiki/%D7%9E%D7%95%D7%A2%D7%93%D7%95%D7%9F%D7%94%D7%A0%D7%95%D7
%A1%D7%A2%D7%94%D7%9E%D7%AA%D7%9E%D7%99%D7%93
25
https://www.aa.eom/i18n/customer-service/about-us/letg-ood-take-flight/donate.jsp
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The main issue we must examine is whether the tickets can be sold in a secondary market. Whether there is a
secondary market at all. The answer to this question is certainly.
There are a number of websites that enable frequent flyer points to be sold, for example:
“The Points website26 which offers to convert miles and points or to exchange points and miles you have
accumulated – so that if you are short by a certain number of points in a certain club, you will be able to
purchase them on the website in exchange for the points you have accumulated in another club. The price, or
actually the exchange ratio, is determined by the website, which does not always work for your benefit.”
Another website that allows this is the MyleFly website27 which offers cash for miles and points so as to exchange
them for a ticket that another traveler buys at a reduced price.
How does it work? Club members who would like to buy the points that have accumulated sign up on the
website, and whoever is also looking for a flight enters its details into the search engine and gets a price offer
received after application of a special algorithm developed by the company. The guarantee is of the cheapest
price of between five and fifteen percent for tourist class and twenty to twenty-five percent for business class.
Moreover, the Association of Travel Agents & Consultants has signed an agreement with MyleFly. Following is a
press release:28
“MyleFly has signed a special joint cooperation agreement with the ITTAA - Israel Association of Travel Agents &
Consultants which amalgamates and represents 400 travel agencies and 4500 of the leading travel consultants in
Israel. The organization understood the enormous economic potential in the innovative MyleFly model and
decided to market the service to its agents.”
MyleFly is currently buying the points and miles of more than 20 airline companies worldwide, mainly of North
American and European airline companies, and of the leading airline companies in the far east and the Persian
Gulf. The Company is also working in cooperation with a chain of dozens of travel agents worldwide who
purchase the miles and provide the Company with the demand for the reduced-price tickets.
Frequent flyer points can also be accumulated with credit card purchases by a great number of different
companies and clubs, so we can see that in the case of frequent flyer points, they are defined as the
property of the user, they are worth money and even appear in companies’ financial statements as
liabilities (see Note 1229 to the financial statements of El Al for 2019), and also allow greater use than
“only use on the platform”, i.e., the purchase of a ticket, and are also traded in the secondary market
(either by silent consent with a “nod” or consent accompanied by the silent objection of the airline
companies, since the latter can turn to the court and apply for an injunction against websites that allow
the secondary market).
If one imagined airline companies issuing these points on top of blockchain technology on precisely the
same accumulation, purchase, trading, and selling terms with not the slightest change apart from the
fact that these points are represented on the blockchain, would we then call the frequent flyer points a
security?

26
27

28
29

https://www.points.com
https://www.MyleFly.com

https://www.exitvalley.com/Proiects/MyleFly/?WebLang=HE
https://mava.tase.co.il/reports/details/l295372/0
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The answer to the last question (i.e., the importance of the technology on which the value of the points
is presented), in our humble opinion, needs to be negative, especially when the Committee comment is
reread.
“An investment for the purchase of a product or service, in the present or the future, is not an
investment in a security, and one should be cautious about over applying the definition to investments
that are not financial in nature, and there is no justification in imposing the obligation to publish a
prospectus on them. This group includes, for example, the issue of coupons or club cards purchased for
consumer, us and leisure purposes. Similar to other consumer purchases that are currently outside the
application of the definition of a security, the fact that the service or product has been “tokenized”, i.e.,
represented by a transferrable cryptographic token should not change the conclusion of the analysis
with regard to it. Therefore, all the facts point to cryptographic tokens purchased for consumer
purposes and not for financial purposes, in general, not being considered a security.
Side note
Beyond what is necessary, the Company deems fit to state the reasons for the need to develop the
Company’s token.
Financial efficiency –


The user purchases a certain number of tokens that allow him a large number of transaction and
pays once instead of paying for each transaction.



The Company receives one payment for a number of transactions and not for a single
transaction.



The Company’s conversion costs are small when payment is made in advance on a number of
transactions.

Fixed final cost- The cost of the transaction is fixed when the currency is used, and is irrespective of the
size of the transaction and independent of the blockchain on top of which the transaction occurs.
Commercial use contracts- Using a token, it is possible to sign contracts with entities enabling their users
to conduct transactions at no cost to the user, but there will be an effective, fair, transparent, and
indisputable monitoring capability between the companies in the form of the number of tokens that those
users can “activate”.
Sales promotion and the creation of a network effect- Using a token, customer loyalty can be created;
customers have paid for the product in advance, and now they can use it until the tokens “run out”, a fact
that creates loyalty, blocks potential competitors, etc.
It is also possible to “grant” a small amount of currency to potential customers that will cause them to
try the platform at no cost.
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Discussion on whether the Company’s currency is defined as a security
On the matter of the definition of a security, it was ruled in the Supreme Court 30
“
As distinct from a normal sale, securities are a special type of consumer good in that they are
certificates the real value of which is the value of the company against which they represent a claim
(not apparently disclosed) as distinct from fiat money, for example. This is while the data on that
value is in the company’s hands and accessible by its directors and controlling shareholder”
In our case, their real value is open and known, inasmuch as the transaction on the Company’s
platform can be conducted and also paid for without the Company’s currency, but with a final
payment in “the base currency” (Bitcoin or Ethereum).
Moreover, in American law on the issue of an investment contract, there are four conditions that must
be met31
"..an investment contract, for purposes of the Securities Act, means a contract, transaction or scheme
whereby a person invests his money in a common enterprise and is led to expect profits solely the efforts
of the promoter or a third party, it being immaterial whether the shares in the enterprise are evidenced
by formal certificates or by nominal interests in the physical assets employed in the enterprise."
1.

A contract in which there is an investment of money (condition number 1)

2.

In an investment in a common enterprise (condition number 2)

3.

There is an expectation of profit (condition number 3)

4.

The profit was made solely from the efforts of the promoter or a third party

Condition number 1- A contract in which there is an investment of money
This condition is not met, since the Company intends to limit the daily purchase amount artificially to a
several hundred dollars, whereas extremely large sums are involved in the case of an investment (in the
period of the ICO, one investment could be for tens and even hundreds of thousands of dollars, and
certainly not for a few hundred dollars).
Condition number 2 in an investment in a common enterprise
The Company is not claiming that the currency is decentralized; the Company also collects payment in the
Company’s currency and in “the base currency”. If so, what kind of common investment is this when one
party (the Company) declares that it is earning money from both the sale of the currency and for direct
payment when the service is provided?

30
31

CA 90/5320 A. Z. Baranovich properties and Leasing Ltd. v. Securities Authority
SEC v. U.S Howey 328
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The Company also declares (at least in the initial stage) that it controls the price of the currency, since it
will sell it at a fixed price (which may vary from time to time and without prior notice, up or down) until
the second stage in which there will be massive use of the platform and the currency will be listed.
However, even then, the Company will continue to collect payment in “the base currency”.
While the Company is also signing contracts with businesses for use of the Company’s API, these contracts
have no effect on the use of the token, moreover, specific tokens may be issued for specific contracts, so
that there is absolutely no connection between the Company’s profit and the “profit” of the token
holders.
Condition number 3- There is an expectation of profit
As previously stated, it is unclear what expectation of making a profit there could be when the Company
collects a fixed payment in “the base currency” and at the same time sells its currency at a fixed and
predetermined rate and also signs contracts with commercial customers on the use of the platform but
without using the token (as previously stated, contracts may be signed that include use of the token and
contracts may be signed that do not include use of the token. In any event, this does not affect the private
purchaser of the token).
At this stage, there is already no necessity to discuss condition number 4, since we have proved that the
three earlier conditions are not met, so the Company’s own efforts are irrelevant to the average user.
In parentheses
There are countries such as Switzerland (as appears in great detail in the Committee’s report) which have
already regulated the subject and determined what a utility token is and what a security type of currency
is, but we, as a Company that operates in Israel and is controlled by Israeli residents, think that it would be
prohibited to set up a subsidiary and to transfer the control and management to that company solely so
as to be able to sell the Company’s currency unconcerned. In our opinion, the subject of the aforesaid
preliminary application is the crux of the reason for setting up the Committee to Examine the Regulation
of Decentralized Cryptographic Currency Issuance to the Public with the aim of allowing companies such
as ours to operate in Israel and develop technological products that change the world order on the one
hand and create work places in Israel on the other, while paying taxes to the State of Israel, both as
employers and as a profitable company that sells its products worldwide.

We would ask you to make a pre-ruling on all the aforesaid and on an application to receive a No
Action letter, and to determine that the token is a utility type token and the sale of the Company’s
tokens as described in this document is not an offer to the public.
6. Conclusion
6.1
6.2

6.3

6.4

In conclusion, it should be said that in our view, this is a utility token type currency, and the sale of
the Company’s tokens as described in this document is not an offer to the public.
The Company undertakes to give the Securities Authority prior notice of the adoption of a
different position from the one that will be expressed in the Authority’s response, but it does not
undertake to report to the Authority in the event that it decides to regulate the tokens subject
with a license in a country outside Israel.
We consent to this application and the response to it being published on the Securities Authority
website
*****************************************************************************.
We are at your service for any questions or clarifications.

Respectfully,
Assaf Naim, CPA
CEO Kirobo Ltd.
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16/8/2020
The Securities Authority
Corporate Department
22 Kanfei Nesharim
For the attention of Anat Nachmia, by email
Jerusalem
By electronic mail
corporate@isa.gov.il
Anatn@isa.gov.il
Dear Sir/Madam,
Re: Kirobo Ltd. Co. No. 515793370 application for a pre-ruling and application to receive a No Action letter
summary of Zoom call
During the call, the Company demonstrated the following system, the main issues that arose, and the responses to them

ISA representatives’
question
Why to list on an
exchange

Why should an
expiration date not be
determined for the
currency

Do you not think that
the fact that you are
continuing to develop
other products does
not make the currency
a security

The Company’s response
1. The potential customers are in an exchange. They trade there and follow new
currencies from the moment the currency is listed. In the days that follow,
tens of thousands of potential users join and try to understand what the
currency does, i.e., it is a marketing tool of the first order
2. When a currency is represented on the blockchain, the moment there is
demand for it, there is no way for the Company to decide on which exchange
it will trade and on which it will not, and whether it will be traded at all. This
means that it is enough that the Company sells the tokens on its website and
the exchanges can immediately list the token, making the sale on the
Company’s website subject to the token also being sold on an exchange. This
in itself can be a restraining factor, since the Company determines a known
and predetermined value that does not change from moment to moment.
1. Such a determination is not technologically implementable, since this is not a
fiat currency but a cryptographic currency which is held in the users’ wallets.
The user himself does not know when the currency will expire and there will
be no way for him to discover this except by entering into a special smart
contract (the cost of the development of which is substantial).
2. Moreover, a customer may hold 1,000 coins of which 200 will expire in a
month, 500 in two months and so on and so forth, and as previously stated, he
will have no way of checking that except by entering into a special smart
contract.
3. This leaves an opening for errors and fraud, since no such thing has ever been
done in any currency based on blockchain, and so innocent purchasers may
be cheated by sophisticated purchasers.
4. There will be a considerable difference in value between the Company’s
tokens, since a token that has expired will be considered as inferior to a token
that is still valid for a number of years.
5. The process would be harmful to purchasers of the token, in that instead of
protecting them from speculative investment, we are in fact ourselves
harming them.
1. Every company that develops a technological product naturally improves the
product and adds new features to it, for example, Google developed its
search engine and is always improving it, but it is also developing Google
Translate, Google Analytics, Google AdSense and hundreds of other products,
and in fact it is always adding new products. The same is true of Microsoft,
Amazon (especially Amazon AWS). In fact, there is no genuine, existing
company that does not constantly improve its product and roll out new
products. If we demand that a company that issues a utility type token freezes
its situation, we are effectively talking about a theoretical company that
does not exist in reality, and so there can never be a utility token [that
fulfills] a demand of that sort.
2. Another example of the fact that the market is always changing and no
(active) product remains as it was is Ether and Bitcoin which have undergone

1

ISA representatives’
question

The Company’s response

3.

4.
Why do you have to
sell tokens at all and
not “give a credit” on
your website

1.

2.

3.
4.
5.

How do you think that
the Securities
Authority can give a
letter stating that it is
not a security when at
the second stage it will
be traded and can be a
security

1.

2.
3.
4.





many changes in recent years (for example, in the case of Ether, Ethereum 2.0
was rolled out which is a genuine revolution in the proof-of-work mechanism).
The fact that the Company’s main product (a product that has been the
subject of more than 130 articles worldwide) was already rolled out on the
market from the time of sale of the token, is in itself solid proof that it is a
utility token.
The fact that the Company is not publishing its road map in detail (as Google
does not publish things it is working on until the moment it rolls them out), is
further evidence that this is a utility type currency.
According to this logic, all the utility currencies can be disallowed. The
companies can simply give a credit. In fact, all the work of the Committee to
Examine the Regulation of Decentralized Cryptographic Currency Issuance to
the Public can be discarded at a stroke. It’s simply prohibited to issue a utility
type currency; “give a credit” instead.
Credit forces us to keep a record of customers and is not anonymous.
Customers in the market like anonymity. In reality, companies that conduct
KYC dramatically curtail the number of their customers. The Company’s
objective is to create a technological product and to conduct itself properly
from a business aspect. The legal aspect should not inhibit the commercial
conduct when there is no commercial logic to it but only a (unclear) “legal”
aspect.
[The] Company does not intend to sell to customers in greater amounts than
the law permits, and so does not intend to conduct KYC.
Credit is non-transferable. Why should we restrict transfers for customers
when Shufersal coupons have no restrictions on transfer?
Using credit as opposed to tokens would diminish the entire advertising
aspect, since it would not be possible to trade “in credit” on the stock
exchange, and so the Company’s products would not be “exposed” to new
potential customers.
It is possible that a currency may be a security to one purchaser and not to
another. The Company’s CEO described a conversation he had with a qualified
investor in which he mentioned the Road Map, the plans for the future, and
the expectation of use. A security was undoubtedly described in that
conversation, meaning that as long as the Company does not reveal those
data to customers it is not a security. If we give those data, then we will create
a security, and therefore, if with regard to that currency, at that stage
(without distinguishing between the first and second stage) it is possible to
present it as a security in one conversation, and in another conversation to
present it as not being a security, it is abundantly clear that it is possible to
distinguish between two different stages and different representations by the
Company.
The Company also maintains that correct conduct in the first stage will lead to
the currency being traded in the second stage without it being considered a
security in either of the stages.
The Company is asking the Securities Authority to decide together what the
Company will be permitted to tell investors in Israel and what they will be
prohibited from telling them.
The Company proposes the following restrictions.
The Company will not relate to the amount of currency until the moment it is
finalized.
The Company will not relate to the Road Map for development, apart from
general aspects and will only publish after the fact.
The Company will not relate to the nature of the use of the money it receives
from its customers (just as Rami Levy does not say what he is doing with the
money from the coupons he is selling).
The Company will publish significant events for its customers after they have
occurred, such as signing transaction with customers and suppliers, money
raising, changes of policy (price, number of tokens per transaction, etc.),
determination of a final number of tokens, product rollout.

2

ISA representatives’
question
Why create a token;
why not charge in
Bitcoin

The Company’s response
Financial efficiency –
 The user purchases a certain number of tokens which allows him a large
number of transactions and pays once instead of paying for each
transaction.
 The Company receives one payment for a number of transaction and not
for a single transaction.
 The Company’s conversion costs are small when payment is made in
advance for a number of transactions.
Fixed final cost- The cost of the transaction is fixed when the currency is used, and
is irrespective of the size of the transaction and independent of the blockchain on
top of which the transaction occurs.
Commercial use contracts- Using a token, it is possible to sign contracts with
entities which allow their users to conduct transactions at no cost to the user, but
there will be an effective, fair, transparent, and indisputable monitoring capability
between the companies in the form of the number of tokens that those users can
“activate”.
Sales promotion and the creation of a network effect- Using a token, customer
loyalty can be created; customers have paid for the product in advance, and now
they can use it until the tokens “run out”, a fact that creates loyalty, blocks
potential competitors, etc.
It is also possible to “grant” a small amount of currency to potential customers
that will cause them to try the platform at no cost.

1.

Conclusion
1.1

In conclusion, it should be said that the questions that were directed at the Company today can be
directed at any project that rolls out a utility type currency.

1.2

In our opinion, if the Securities Authority wishes to act according to the conclusions of the Committee
to Examine the Regulation of Decentralized Cryptographic Currency Issuance to the Public, then the
action we propose should be taken is the correct way to approve the issuance of a utility type
currency, and without our solution it will not be practically possible to approve such an issuance,
since a utility type currency will be listed on a stock exchange either on the Company’s initiative or
against its will, and we will instantly be able to ask the Company why it did not issue a “credit” on
the website instead of a currency.

1.3

In our estimation, if the Company is not bound to a number of tokens, does not give details of the
distribution of tokens, the purpose of the money, the future Road Map, and at the time of the sale of
the token there is an operational central product (and if there will also be other products in the
future) which enables a token to be used immediately, then it should be determined that it is a Utility
type currency and that there is no question of an offer to the public.

1.4

We are at your service for any questions or clarifications.

Respectfully,
Assaf Naim, CPA
CEO Kirobo Ltd.

3

06/11/2020
The Securities Authority
Corporate Department
22 Kanfei Nesharim
For the attention of Anat Nachmia, by email
Jerusalem
By electronic mail
amirb@isa.gov.il

Dear Sir/Madam,
Re: Kirobo Ltd. Co. No. 515793370 application for a pre-ruling and application to receive a No Action letter
Further to your communication of 24.7.20 and the Zoom meeting of Company representatives and Securities
Authority senior staff on 16.8.20, and our letter summarizing the Zoom discussion on the aforesaid date, and
considering the long time that has elapsed, the Company deems fit to update the Securities Authority senior staff
of changes that have occurred on the ground.
1
2.

We should mention that we have received an opinion that determines that the Company’s
currency is a Utility type currency under European law. This opinion was sent to you by email on
5.11.20 (please advise if you do not have the opinion).
The Company has published a White Paper in which it states the final number of coins (which is 2.2
billion).
It should be noted that in our letter of 16.8.20, under the question “How do you think that the
Securities Authority can give a letter stating that it is not a security when at the second stage it will
be traded and can be a security”, the Company explained in paragraph 4 of the response as
follows: That refusal to relate to the quantity is until the moment when the amount is finalized,
and it is now finalized.
How do you think
that the Securities
Authority can give a
letter stating that it
is not a security
when at the second
stage it will be
traded and can be a
security

1.

2.

3.

4.



It is possible that a currency may be a security to one purchaser and not to another.
The Company’s CEO described a conversation he had with a qualified investor in
which he mentioned the Road Map, the plans for the future, and the expectation of
use. A security was undoubtedly described in that conversation, meaning that as long
as the Company does not reveal those data to customers it is not a security. If we
give those data, then we will create a security, and therefore, if with regard to that
currency, at that stage (without distinguishing between the first and second stage) it
is possible to present it as a security in one conversation, and in another
conversation to present it as not being a security, it is abundantly clear that it is
possible to distinguish between two different stages and different representations by
the Company.
The Company also maintains that correct conduct in the first stage will lead to the
currency being traded in the second stage without it being considered a security in
either of the stages.
The Company is asking the Securities Authority to decide together what the
Company will be permitted to tell investors in Israel and what they will be prohibited
from telling them.
The Company proposes the following restrictions.

The Company will not relate to the amount of currency until the moment it is
finalized.

The Company will not relate to the Road Map for development, apart from
general aspects and will only publish after the fact.

The Company will not relate to the nature of the use of the money it receives
from its customers (just as Rami Levy does not say what he is doing with the
money from the coupons he is selling).
The Company will publish significant events for its customers after they have
occurred, such as signing transaction with customers and suppliers, money raising,
changes of policy (price, number of tokens per transaction, etc.), determination of a
final number of tokens, product rollout.

Since the number of tokens is now final, the Company sees a need to publish that number in a White Paper.
In addition to the smart token contract which is disclosed to everyone (since the contract is spread on top of a
public blockchain), the current quantity and the final quantity are visible, and so there is no longer any reason to
conceal the information.

3.
4.

5.

The Company’s currency is being traded in a Pool. The Company is prohibiting the purchase of the
currency by Israelis or Americans in its advertising at this stage.
A number of times In the talks with the Securities Authority senior staff, the Company brought up
the subject of publishing the Company’s Road Map. The Company wishes to define more accurately
the restriction it is proposing on publication of the Road Map.
The Company suggests that it should undertake not to publish information on new products in
development, but should be able to publish information on improvements to existing products and
to publish the extension of the product to other platforms.
For example:
If the Company has developed a certain capability (for example, the development of an option to
cancel transactions in Bitcoin), the Company will be able to publish that it is working on the
development of a similar capability in another blockchain (for example, Ethereum).
On the other hand, if the Company is working on a certain development capability (for example,
backup and inheritance on top of the blockchain), but that product is not “operational”, in such a
case, the Company will not publish the fact of the development of the aforesaid product, but after
the product has been rolled out on top of any blockchain, the Company will be entitled to publish
that now it is working on a version for a different blockchain.
There is a condition to this suggestion
If the product is largely developed and is at the stage of external security check or is pre-external
security check but works in a Testnet version (a version identical to the real blockchain, but a
product can be tried out on the Testnet version without using real money), then in such a
situation, the Company will be entitled to publish details of the product.
Moreover, if features are added to an existing product, the Company will be entitled to publish
the addition of these features.
Following is the Company’s formal proposal for restricting publication in a table
Status

A new product in
development
A product already
developed on top of one
blockchain and now being
developed for another
blockchain
A new product working on
the Testnet

A new product not
available on the Testnet
but already in external
security check

The Company is permitted
to publish features
regarding the product
No

Notes

Yes

Similar to a company that rolls out an
application for an iPhone and is working on the
development of the same application for
android

Yes

A product that users can access and perform
activities on as if they were using a real
blockchain (this is one stage before the
external security check and it is generally
aimed at obtaining feedback from potential
customers so as to make changes in the user
interface and to locate critical faults and bugs)
i.e., the main development has virtually been
completed. This stage will sometimes be
reached without the product being rolled out
on the Testnet (usually in the case of an API and
such like)
For example, the Company has opened a
wallet that enables backup and inheritance,
and wants to add to that wallet an additional
capability such as:

Interfacing with exchanges

The addition of the ability to upgrade the
wallet

The addition of a significant security
capability (publication of the desire to add
that feature can help the Company in the
form of calls from relevant suppliers for
cooperation. Moreover, the development
time for a feature is extremely short (less
than two months and occasionally even a
few days)

Yes

Yes

6.

We see fit to mention that the Company’s flagship product (cancellation of an incorrect
transaction in Bitcoin) is already operational at https://safer.kirobo.me/welcome
An identical product working on the Ethereum network will be rolled out finally on 10.11.20 at
https://eth.kirobo.me

7.

Beyond what is necessary, the Company sees fit to again explain what was made clear in the
discussion on the difference between the sale of a currency (as previously with an ICO) and a sale
in a Pool.
To determine a certain value in a Pool, there is a mathematical equation in which party A must be
equal to party B.
This means that if the objective is to determine that the value of one coin of X will be equal to 1
dollar, the coin X must be put into the Pool on the one hand and 1 USD on the other.
X=1USD
Another example: if the objective is to determine that coin X is equal to half a dollar, 2 coins of X
must be put in on the one hand and 1 USD on the other.
2X=1USD

This means that the Company cannot sell an endless quantity of tokens.
If the Company wants to determine that the value of its tokens available for trading is equal to 1
million dollars, it must actually put all the aforesaid tokens along with 1 million dollars in a Pool (in
that case, the total value of the Pool will be 2 million dollars).
If it wants to determine that the value of its tokens available for trading is 2 million dollars, it must
put all the aforesaid tokens along with 2 million dollars into a Pool (in that case, the total value of
the Pool will be 4 million dollars).
In other words, the Company is limited in the quantity and price of its tokens, as distinct from an
ICO in which there was simply a contract stating that if you send a certain currency you will receive
a certain number of tokens (the company’s tokens), i.e., in effect (theoretically) it was previously
possible to sell any amount of the tokens at any price.
In effect an ICO is the creation of money out of nothing (money raising), whereas a sale in a Pool is
the creation of inventory at a real cost and its initial sale at the price of the cost created.
Following is a link to a comprehensive article on the subject:

https://docs.ethhub.io/quides/qraphical-quide-for-understandinquniswap/#:~:text=Uniswap%20is%20an%20exchanqe%20protocol.list%20a%20token%2
0on%20Uniswap

8. We are at your service for any questions or clarifications.

Yours faithfully
Assaf Naim, CPA
CEO Kirobo Ltd
[redacted]

