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Title: To provide for responsible financial innovation and to bring digital assets within the
regulatory penimeter.

Be it enacied by the Senate and House of Representatives of the Umited States of America in
Congress assembled,

SECTION 1. SHORT TITLE: TABLE OF CONTENTS.

{a) Short Title—This Act may be cited as the “Lummis-Gillibrand Responsible Financial
Innovation Act”,

(b) Table of Contents.—The table of contents for this Act is as follows:
Sec.1 Short title; table of contents.
Sec.2 Defintions.

TITLE I—DEFINITIONS
Sec. 101.Defimtions.

TITLE [I--RESPONSIBLE TU@@)F DIGITAL

ASSETS

Sec.201.Gain from disposition of digital as
Sec. 202 Information reporting requi nts osed on brokers with respect to digital assets.
Sec.203.S5ources of income.

Sec. 204 Decentralized autono tons.

Sec.205.Tax treatment of dig nding agreements and related matters.
Sec.206.Implementin
Sec.207. Analysis
Sec.208.Digital asset

Sec.209.Conforming amendments.
TITLE III-—RESPONSIBLE SECURITIES INNOVATION

Sec.301.Securities offerings involving certain intangible assets.

guidance.
investing in digital assets.

gfic and staking.

Sec.302. Termination of specified periodic disclosure requirements.
Sec.303.Guidance relating to satisfactory control location.

Sec.304.Custody and customer protection rules.

TITLE IV—RESPONSIBLE COMMODITIES INNOVATION

Sec.401.Definitions.
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Sec.402.Reporting and recordkeeping; standards and examinations.
Sec.403.CFTC junsdiction over digital asset transactions.
Sec.404.Registration of digital asset exchanges.
Sec.405.Violauons.

Sec.406.Market reports.

Sec.407.Bankruptey treatment of digital assets.

Sec.408.1dentified banking products.

Sec. 409 Financial institutions definition.

Sec.410.0ffsetting the costs of digital asset regulation.

TITLE V—RESPONSIBLE CONSUMER P CTION

Sec.501.Responsible consumer protection.

Sec.502.5ource code version of digital assets.

Sec. 503, Settlement finality.

Sec. 504 . Notice to customers: enforcement. O

Sec.505.Right to individual management of digim@

Sec.506.Technical and conforming amend

TITLE VI-—RESPONSI NTS INNOVATION

Sec.601.Depository institution 1ss ent stablecoins.

Sec.602.5anctions compliance 1es of payment stablecoin 1ssuers.

Sec.603.Use of the official di
devices,

ncy of the People’s Republic of China on government

Sec.604.Ceruficate sl a to commence banking,
Sec.605. Holding co upervision of covered depository institutions.
Sec.606. Implementation rules to preserve adequate competition in payment stablecoins.

Sec.607.Financial Crimes Enforcement Network Innovation Laboratory.

TITLE VII-RESPONSIBLE BANKING INNOVATION

Sec.701.5tudy on use of distributed ledger technology for reduction of nisk in depository
institutions.

Sec.702.Eligibility for Federal Reserve services to depository institutions.
Sec. 703 Routing transit number issuance.
Sec.704.Clarifying application review times with respect to the Federal banking agencies.

Sec.705.Examination standards for digital asset activities.
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Sec.706.Asset custody for depository institutions and certain other entities.
Sec.707.Reputation risk; requirements for account termination requests and orders.

Sec.708.Conforming amendments.

TITLE VIII-—RESPONSIBLE INTERAGENCY
COORDINATION

Sec.801.Timehne for interpretive guidance issued by Federal financial agencies; interstate
sandbox activities.

Sec. 802 Interstate sandbox activifies.

Sec.803.State money transmission coordination relating to digital assets.
Sec.804. Information sharing among federal and state financial regula
Sec.805. Analysis of decentralized finance markets and technology

Sec.806.Analysis of energy consumption in digital asset mar
Sec.807. Analysis of self-regulatory organizations for dig ™ iRgc
Sec.808.Cybersecurity standards for digital asset intermd @

Sec.809. Advisory commitiee on financial innavat@
SEC. 2. DEFINITIONS.

In this Act:
(1) CoMmMoDITY.—The term “c * has the meaning given the term in section la
of the Commodity Exchan S.C. 1a).

(2) DIGITAL ASSET; D
PAYMENT STABLECO]N:
“digital asset inte
contract™, and ®

INTERMEDIARY; DISTRIBUTED LEDGER TECHNOLOGY;
TRACT; VIRTUAL CURRENCY.—The terms “digital asset™,

“Hisinibuted ledger technology”, “payment stablecoin™, “smart
ncy’” have the meanings given the terms in section 9801 of utle

31, United Sta as added by section 101 of this Act,

(3) SECURITY. cept as otherwise expressly provided, the term “security™ has the
meaning given the term in section 3(a) of the Securities Exchange Act of 1934 (15 U.S5.C.
T8c(a)).

TITLE I—DEFINITIONS
SEC. 101. DEFINITIONS.

{a) In General.—5Subtitle V1 of title 31, United States Code, 1s amended by adding after
chapter 97 the following:

“CHAPTER 983—DIGITAL ASSETS

“Sec,

a2z
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“Q801. Definitions,
“0R801. Definitions

“In this chapter:

“(1) DEPOSITORY INSTITUTION.—The term “depository institution” has the meaning given
the term in section 19 b)(1) of the Federal Reserve Act (12 U.S.C. 461(b)(1)).

“(2) DIGITAL ASSET.—The term ‘digital asset’—
“(A) means a natively electronic asset that—
“(1) confers economic, proprietary, or access rights or powers; and

“{11) 18 recorded using cryptographically secured distributed ledger technology,
or any similar analogue; and

*(B) includes:

*(1) virtual currency and ancillary assets, co
the Commodity Exchange Act:

“(ii) payment stablecoins, consistent % ;
“(i11) other securities and commogdasisesNgubiaft to subparagraph (A).

“(3) DIGITAL ASSET INTERMEDIARY —Th

ection 2{c)(2}F) of

eital asset intermediary™—

“(A) means a person who hold n
as specified by this chapter, the Exchange Act (7 U.S.C. | et seq.), the
Securities Act of 1933 (15 U@ :t seq.), the Corporation of Foreign Bondholders
Act, 1933 (15 U.S5.C. 77bb et % ke Trust Indenture Act of 1939 (15 U.S.C. 77aaa

3 : Act of 1934 (15 U.5.C. 78a et seq.). the Securities
I {15 U.S.C. T8aaa et seq.), the Investment Company
et seq.), the Investment Advisers Act of 1940 (15 U.5.C.
Small Business Capital Formation Act of 1980 (15 US.C.
rket activities relating 1n digital assets, or a person who is
1d such a license, registration or other similar authorization; and

Investor Protection
Actof 1940 (15 U.
&0b-1), and
&lc), that
required
“(B) inclu person who holds a license, registration, or other similar
authorization under State or Federal law that 1ssues a payment stablecoin, or person

who 1s required by law to hold such a hicense, registration or other similar
authorization; and

*(C) does not include a depository institution.

“(4) DISTRIBUTED LEDGER TECHNOLOGY.—The term “distributed ledger technology®
means technology that enables the operation and use of a ledger that—

“(A) 1s shared across a set of distributed nodes that participate in a network and store
a complete or partial replica of the ledger:

*“(B) 1s synchronized between the nodes;

*(C) has data appended to the ledger by following the specified consensus
mechamsm of the ledger;
4
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“(D) may be accessible to anyone or restricted to a subset of participants; and

“(E) may require participants to have authorization to perform certain actions or
require no authorization.

“(5) PAYMENT STABLECOIN.—The term “payment stablecoin’ means a digital asset that
15—
“(A) redeemable, on demand, on a one-to-one basis for instruments denominated in
United States dollars and defined as legal tender under 31 USC 5103 or for instruments

defined as legal tender under the laws of a foreign country (excluding digital assets
defined as legal tender under the laws of a foreign country);

*(B) issued by a business entity;

“(C) accompanied by a statement from the issuer that the asset is redeemable as
specified in subparagraph (A) from the issuer or another |d piifycd person;

“(D) backed by | or more financial assets (excludin
with subparagraph (A); and

: | 1l assets), consistent

*(E) intended to be used as a medium of exc =

*(6) PERSON WHO PROVIDES DIGITAL ASSET SER
digital asset services’ means—

he term “person who provides
“(A) a digital asset intermediary;
(7 U.S.C. 1a); and

*(C) any other person cond
State charter, license,

required by law to ho 1 ense_ registration or other smnlar authorization.
“(7) SECURITY.—The ity” has the meaning given the term in section 3{a) of
the Securities Exch 1934 (15 U.5.C. 78c(a)).
“(8) SMART O —The term *smart contract’—
“(A) me

“(1) computer code deployed to a distributed ledger technology network that
executes an instruction based on the occurrence or nonoccurrence of specified
conditions; or

“{11) any similar analogue; and

“(B) may include taking possession or control of a digital asset and transferring the
asset or issuing executable instructions for these actions.

“(9) SOURCE CODE VERSION.—The term *source code version'—
“(A) means the source code version compnsing a digital asset; and

“(B) does not include software used to manage or facilitate transactions in a digital
asset.

&f3122
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“{10) VIRTUAL CURRENCY.—The term *virtual currency’—
*“{A) means a digital asset that—

“(1) 15 used primarily as a medium of exchange, unit of account, store of value,
or any combination of such functions:

“(11) 1s not legal tender, as described in section 5103; and

“(111) does not derive value from or is backed by an underlying financial asset
(except other digital assets); and

“(B) includes a digital asset, consistent with subparagraph ( A) that is accompanied
by a statement from the issuer, or the reasonable expectation of users, that a

denominated or pegged value will be maintained and be available upon redemption
from the issuer or other identified person, based solely on a smart contract.”.

(b) Technical and Conforming Amendment.—The table of conte btitle V1 of utle 31,
United States Code, 1s amended by adding at the end the follow:

“08.Digital assets

9801".

TITLE II-—RESPONSIBLE T @)F DIGITAL
ASSETS

SEC. 201. GAIN FROM DI ON OF DIGITAL
ASSETS.

{a) In General—Part I1I of su te

amended by inserting after sect

“SEC. 139). GA

of chapter |1 of the Internal Revenue Code of 1986 15
following new section:

DISPOSITION OF VIRTUAL

Insert HR 3708 (11 the following changes:

Cannot exceed
Inflation adjustment begins in 2023

December 31, 2022 applicability

Only applies to payment personal transactions for goods and services, does not apply
digital assets to cash, digital assets to digital assets or digital assets to other financial
assets

SEC. 202. INFORMATION REPORTING REQUIREMENTS
IMPOSED ON BROKERS WITH RESPECT TO DIGITAL
ASSETS.

af31/22
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(a) Clarification of Definition of Broker.—Section 6045(c)(1)(D) of the Internal Revenue
Code of 1986 is amended to read as follows:

“(D) any person who (for consideration) stands ready in the ordinary course of a
trade or business to effect sales of digital assets at the direction of their customers.”™,

(b) Reporting of Digital Assets.—
(1) BROKERS.—

(A ) DEFINITION OF DIGITAL ASSET.—Section 6045(g)(3)(D) of the Internal Revenue
Code of 1986 1s amended to read as follows:

“(D) DIGITAL ASSET.— The term “digital asset’ has the meaning given such term in
section 9801 of title 31, United States Code.

(B) APPLICABLE DATE.—Section 6045(g)(3)C){(m) of such Code 1s amended to read
as follows:

“(111) January 1, 2025, in the case of any speci
asset, and”.

hich 1s a digital

{2) FURNISHING OF INFORMATION.—Section 6043 ode 15 amended to read

as follows:

*(d) Return Requirement for Certain Transfers @ ts Not Otherwise Subject to
Reporting—Any broker, with respect to any trans§er (Whigh is not part of a sale or exchange
executed by such broker) during a calendar red security which is a digital asset
from an account wholly controlled and ma such broker to an account which 1s not
maintained by, or an address not assocated a person that such broker knows or has reason
to know 1s also a broker. shall makear uch calendar vear, in such form as determined
by the Secretary, showing the in 108 otherwise required to be furnished with respect to
transfers subject to subsection ( 1ion reported by brokers under this section shall be
limited to customer informati oluntarily provided by the customer and held by the
broker for a legitimate by N

(¢) Effective Da dments made by this section shall apply to returns required to
be filed and statem yred to be furnished after December 31, 20235.

SEC. 203. SOURCES OF INCOME.

(a) In General.—Paragraph (2) of section 864(b) of the Internal Revenue Code of 1986 15
amended by redesignating subparagraph (C) as subparagraph (D) and by inserting after
subparagraph (B) the following new subparagraph:

“(C) DIGITAL ASSETS.—

“(1) IN GENERAL —Trading in digital assets through a resident broker,
commuission agent, custodian, digital asset exchange, or other independent agent.

“(11) TRADING FOR TAXPAYER'S OWN ACCOUNT.—Trading in digital assets for
the taxpayer’'s own account, whether by the taxpayer or the taxpayer’s employees
or through a resident broker, commuission agent, custodian, digital asset exchange,
or other agent, and whether or not any such employee or agent has discretionary

7
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authority to make decisions in effecting the transactions. This clause shall not
apply in the case of a dealer in digital assets.

*(111) DEFINITIONS.—For purposes of this subparagraph—

“(1) DIGITAL ASSET EXCHANGE.—The term “digital asset exchange’ means
a centralized or decentralized platform which facilitates the transfer of digital
assets,

*(1I) D1GITAL ASSET.—The term “digital asset’ has the meaning given such
term 1n section 9801 of utle 31, United States Code.

“(1v) LIMITATION.—This subparagraph shall apply only 1f the digital assets are
of a kind customarily dealt in on a digital asset exchange and if the transaction is
of a kind customarily consummated at such exchange.”.

(b) Conforming Amendment—Subparagraph (D) of section 864(b the Internal Revenue
Code of 1986, as redesignated by subsection (a), 18 amended by stri (1) and (B)(1)" and

inserting “(A)(i). (B)(i). and (C)(i)".

(c) Effective Date.—The amendments made by this section apply to sales and exchanges
after December 31, 2022,
SEC. 204. DECENTRALIZED A @40[18
ORGANIZATIONS.

{a) In General—Section 7701{a) of the @_I Revenue Code of 1986 is amended by adding
at the end the following new paragraph:

“(51) DECENTRALIZED AUTONO ANIZATIONS.—

“(A) IN GENERAL. t classification of a decentralized autonomous
organization shall ess entity which 1s not a disregarded entity.

“(B) CLASS
a business agh

THER ACTIVITIES.—The following shall not be considered
ch orgamzation for purposes of determining whether such

ibed 1in section 301{c)(7):
vy management, including mining and staking of digital assets (as
defined 111 section 9801 of ntle 31, United States Code).

*(11) Raising funds for a chanitable purpose.

*{C) DECENTRALIZED AUTONOMOUS ORGANIZATION.—The term “decentralized
autonomous organization’ means an organization—

“(1) which utilizes smart contracts (as defined in section 9801 of utle 31, United
States Code) to effectuate collective action for a business, commercial, charitable,
or similar entity,

“(11) governance of which is achieved primanly on a distributed basis, and

“(111) which is properly incorporated or organized under the laws of a State or
foreign junisdiction as a decentralized autonomous organization, cooperative,
foundation or any similar entity.”.

8
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(b) Effective Date.—Except as provided by subsection (c), the amendments made by this
section shall apply to taxable yvears beginning after December 31, 2022,

SEC. 205. TAX TREATMENT OF DIGITAL ASSET
LENDING AGREEMENTS AND RELATED MATTERS.

(a) In General—Subsection (a) of section 1038 of the Internal Revenue Code of 1986 15
amended by striking “(as defined in section 1236(c))".

(b) Fixed Term.—Paragraph (1) of subsection (b) of section 1058 of the Internal Revenue
Code of 1986 1s amended by inserting “, including a fixed-term transfer that occurs in the
ordinary course of a secunities lending or investment management business™ after “subsection
(b).".

{c) Basis.—Subsection (c) of section 1038 of the Internal Revenue Code of 1986 1s amended
by adding at the end the following: “All appropriate basis adjustmen# agreement under
subsection (b) shall be made. as determined by the Secretary, inc the return of the
lent securities to the taxpayer.”.

(d) Securinies.—Section 1058 of the Internal Revenue
the end the following new subsections:

*(d) Securities—For purposes of this section, thy ties’ has the meaning given such
term by section 1236(c), except that such term inc @ digital asset (as defined in section
9801 of title 31, United States Code) and. wi s o digital asset, does not require a call

option.

15 amended by adding at

which would otherwise accrue to the lender but
included in gross income of the lender.”.

*“(e) Income.—An amount equal to
for a lending transaction under this sect

(e¢) Rule of Construction.—

with respect to the classificat
(15 U.S.C. 77a et seq.) or.the

(f) Rulemaking A

adopt rules to impl
and simular subsidi

is section shall be construed to create any inference

(flizital asset as security under the Securities Act of 1933
s Exchange Act of 1934 (15 U.S5.C. 78a et seq.).

¢ Secretary of the Treasury (or the Secretary’s delegate) may
ctron, including the application of this section to forks, airdrops,

(g) Effective Date.—
after December 31, 2022,

SEC. 206. IMPLEMENTING EFFECTIVE IRS GUIDANCE.

(a) In General.—Not later than | year after the date of the enactment of this Act, the Secretary
of the Treasury (or the Secretary’s delegate) shall adopt guidance relating to the following:

¢ amendments made by this section shall apply to sales and exchanges

(1) Classification of forks, airdrops, and similar subsidiary value as taxable, contingent
upon the affirmative claim and disposition of the subsidiary value by a taxpayer. Such
vuidance shall also permut a taxpayer to provide notification through an annual return or
other appropriate means to the Internal Revenue Service relating to the exercise of
dominion and control over, or disclaimer of, subsidiary value.

(2) Merchant acceptance of digital assets and the tax treatment of payments and receipts,

9
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1 consistent with the amendments made by section 80603 of the Infrastructure Investment and
2 Jobs Act, as amended by section 203.
3 (3) Treatment of digital asset mining and staking, including mining and staking rewards,
4 in which income 15 not realized until disposition of the assets produced or received in
5 connection with such activity, in accordance with section 451(1) of the Internal Revenue
6 Code of 1986 (as added by this Act).
7 (4) Allowance of charitable contributions of digital assets greater than $5,000 which are
B traded on established financial markets as readily valued property not requiring a qualified
g appraisal for purposes of section 17TO(){11)A) of the Internal Revenue Code of 1986, as

10 amended by this Act.

11 (5) Characterization of payment stablecoins (as defined in section 9801 of utle 31, United

12 States Code) as indebtedness.

13 (b) Effective Date.—The guidance adopted under this section sh licable on a

14  prospective basis for taxable years beginning after December 31

15

16 SEC. 207. ANALYSIS OF RETIRE ESTING IN

17 DIGITAL ASSETS.

18 (a) Not later than March 1, 2023, the Ggmpirgfler General of the United States shall

19  conduect a study and provide a report to the
20 following issues relating to retirement inve

21 (1) Potential benef

ed by subsection (b) regarding the
srital assets:

ification and return of an investor's retirement

22 portfolio;
23 (11} Appro ocations, including among other alternative
24 investments:
25 {111) cation, financial literacy and investment adviser tramning
26 relatng to digital asg
27 (iv)
28 (v) Légal and operational barriers to effective retirement investing in digital
29  assets; and
30 (vi)  Any other topic determined to be material by the Comptroller General
31 relating to retirement mvesiting in digital assets.
32 (b) The Comptroller General shall provide the report specified by subsection (a) of
33 this section to the following:
34 (1) The Commuttee on Banking, Housing and Urban Affairs of the Senate;
35 (11} The Commutiee on Finance of the Senate:
35 (111)  The Commuittee on Health, Labor and Pensions of the Senate;
37 (tv)  The Commuttee on Financial Services of the House of Representatives;
10
Bf3tr22
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(v}  The Commuttee on Ways and Means of the House of Representatives;
{(vi)  The Commuttee on Education and Labor of the House of Representatives:
{vit) The Secretary of the Treasury; and
{(vin) The Secretary of Labor.

SEC. 208. DIGITAL ASSET MINING AND STAKING.
(a) Internal Revenue Code of 1986—

(1) TAXABLE YEAR OF INCLUSION —Section 451 of the Internal Revenue Code of 1986 1s
amended by adding at the end the following new subsection:

“(1} Deferral of Income Recognition for Digital Asset Activities.—In the case of a taxpaver
who conducts digital asset mining or staking activities, the amount of income relating to such
activities shall not be included in the gross income of the taxpayer
disposition of the assets produced or received in connection with ghe Bor staking
activities.”.

SEC. 209. CONFORMING AMEND@I'

(a) Conforming Amendments._--

(1) CHARITABLE CONTRIBUTIONS.—

Intermal Revenue Code of 1986 1s amsé
section 9801 of title 31, United S

{2) EFFECTIVE DATE.—The ame

f section 1TO(D)(1 1) A)ii1) of the
g wserting *, digital assets (as defined in
Sl )"” after “6050L{a)(2)(B))".

made by this subsection shall apply to taxable

years beginning after Dec , Q022
(b) Other Conforming Am
(1) IN GENERAL. il " nited States Code, 1s amended—

(A) in a)(2)}—
(1) ignating subparagraphs (A) through (£) as clauses (1) through
(xxvi), reSpectively;

(11) in the matter preceding clause (1), as so designated, by strnking ““institution’

(LT

means—  and mserting “**institution—
“{A) means—";

(111) 1n clause (xxv1), as so designated, by striking the period at the end and
inserting *; and™: and

(1v) by adding at the end the following:

“(B) does not include a decentralized autonomous orgamization, as defined in section

7701(a) of the Internal Revenue Code of 1986."; and
(B) in section 3336(a)(11)}(B)}2)—
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(1) by redesignating clause (xxv) as clause (xxvi); and
(1) by adding after clause (xxv) the following:

“(xxv) A decentralized autonomous orgamization, as defined in section 7701{a)
of the Internal Revenue Code of 1986; and™.

(2) ANTI-MONEY LAUNDERING ACT OF 2020.—Section 6110(a) of the Anti-Money
Laundering Act of 2020 (division F of Public Law 116-283) is amended by striking

paragraph (1) and inserting the following:

“(A) by redesignating clauses (xxv) and (xxvi) as clauses (xxvi) and (xxvii),
respectively, and adjust the margins accordingly; and

“(B) by nserting after clause (xxiv) the following:

“(Y) a person engaged in the trade of antiquities, including an advisor, consultant,
or any other person who engages as a business in the solicy !ﬁl pr the sale of

antiquities, subject to regulations prescribed by the Secgets
TITLE III-—RESPONSIBLE SECURITI A

SEC. 301. Securities offerings involv
assets.

Title 1 of the Securities Exchange Act of 1934 (W U.S4&°. 78a et seq.) 1s amended by adding at
the end the following:

“SEC. 41. SECURITIES INGS INVOLVING
CERTAIN INTANGI TS,
“(a) Definitions.—In this

“(1) ANCILLARY

¢ term “ancillary asset’ means an intangible, fungmble asset

,or otherwise provided to a person in connection with the purchase
and sale o ity through an arrangement or scheme that constitutes an investment
contract, as thdt term 1s used 1n section 2(a)( 1) of the Securities Act of 1933 (15 U.S.C.

TTh(a)(1)).

“(B) ExcLusioN.—The term *ancillary asset” does not include an asset that provides
the holder of the asset with any of the following rights in a business entity:

*(1) Voting rights with respect to ownership of that entity.

*{11) Rights to interest, dividend payments, or profits with respect to that entity.
“(111) A debt or equity interest in that entity.

“(1v) Liquidation rights with respect to that entity.

(v) A profit or revenue share derived solely from the managerial efforts of others.

“{vi) Any other financial interest in that entity.”

12
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“(2) FOREIGN PRIVATE ISSUER.—The term *foreign private issuer’ means a foreign issuer,
other than a foreign government. except that the term does not include a foreign 1ssuer that,
as of the last business day of the most recently completed fiscal quarter of the issuer,
satisfies the following conditions:

“(A) More than 350 percent of the outstanding voting securities of the issuer are
directly or indirectly owned by residents of the United States.

“(B) Any of the following:

“(1) The majority of the executive officers or directors of the 1ssuer are citizens
or residents of the United States.

“{11) More than 50 percent of the assets of the 1ssuer are located in the United
States.

“{111) The business of the issuer 15 principally admi in the United States.

QUIREMENTS.—

or affecting interstate

is not a foreign private
fough an arrangement or scheme
used in section 2{a)( 1) of the
provides or proposes to provide any
e subject to the periodic disclosure
period beginning on the date that 1s 180

15 offered, sold, or otherwise provided by the

“(1) INITIAL COMPLIANCE WITH SPECIFIED PERIODIC Di
Subject to paragraphs (4) and (3), an issuer engaged.g
commerce, or that is organized outside of the Unite
1ssuer, that offers, sells, or otherwise provides
that constitutes an investment contract, as th
Securities Actof 1933 (15 U.S.C. 77b(a
holder of the security with an ancill
requiremenis under subsection (c) for t
days after the first date on which
1ssuer, 1f—

“{A) the average (!
otherwise provided ¢
security in all

after due inquiry) is greater than 55,000,000 for the 180-day
rucceeding the date of that first offer, sale, or provision; and

person nwnig not less than 10 percent of any class of equity securities of the issuer,
engaged in entrepreneurial or managerial efforts that pnimarily determined the value of
the ancillary asset.

*(2) ONGOING COMPLIANCE WITH SPECIFIED PERIODIC DISCLOSURE REQUIREMENTS.—
Subject to paragraphs (4) and (3), an issuer that is engaged in business in or affecting
interstate commerce, or that 1s organized outside of the Umited States and is not a foreign
private i1ssuer, that offers, sells, or otherwise provides a security through an arrangement or
scheme that constitutes an investment contract, as that term 15 used in section 2(a){1) of the
Securities Act of 1933 (15 U.S.C. T7b(a)(1)), and that provides the holder of the security
with an ancillary asset in connection with the acquisition of the security, shall be subject to
the periodic disclosure requirements under subsection (c) for a given fiscal year of that
1ssuer, if, in the immediately preceding fiscal year of the i1ssuer (or any portion thereof)}—
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“{A) the average daily aggregate value of all trading 1n the ancillary asset in all spot
markets open to the public in the United States was preater than 535,000,000, based on
the knowledge of the issuer after due inquiry: and

“(B) the 1ssuer, or any person owning not less than 10 percent of any class of equity
securities of the issuer, engaged in entrepreneurial or managerial efforts that primanly
determined the value of the ancillary asset.

“(3) TRANSITION RULE.—Subject to paragraphs (4) and (5). an issuer that is engaged in
business in or affecting interstate commerce, or that is organized outside of the United
States and is not a foreign private i1ssuer, that offers, sells, or otherwise provides a security
through an arrangement or scheme that constitutes an investment contract, as that term 18
used 1n section 2{a)( 1) of the Secunties Act of 1933 (15 U.S.C. 77b{a)( 1)), and that
provides the holder of the security with an ancillary asset before January 1, 2023, in
connection with the acquisition of the security shall be subject to the periodic disclosure
requirements under subsection (c¢) beginning in the first fiscal = 1ssuer that begins
on or after that date, 1f, in the immediately preceding fiscal suer—

“{A) the average daily aggregate value of trading angiflary asset in all spot
markets open to the public for which trading vo i lly available was greater
1 due mquiry; and

“(B) the 1ssuer, or any person owning
securities of the 1ssuer, engaged in entre irgal or managerial efforts that primarily
determined the value of the ancillag

“{A) IN GENERAL.—Noitw 1 any other provision of law, if an 1ssuer 1ssues a
security through an arrs or scheme that constitutes an investment contract, as
that term is used in sof ) of the Secunties Act of 1933 (15 U.S.C. TTb(a)( 1)),
15 subject to para
requirements er
the issuer s
the Co

cMon (c), an ancillary asset provided directly or indirectly by
ed to be a commeodity, consistent with section 2{¢)(2)F) of
ange Act, and not to be a security under—

3(a):
“(11) such section 2{a)(1);

“(111) section 2(a) of the Investment Company Act of 1940 (15 U.S5.C. 30a—
2(a));

“(1v) section 202(a) of the Investment Advisers Act of 1940 (15 U.5.C. 80b-
2(a})); or

“{v) any applicable provision of State law.

E

“{B) OTHER PERSONS.—A person who is not an issuer, an entity controlled by the
issuer (including a person that acquires an ancillary asset from such an issuer for the
purpose of resale or distribution of the ancillary asset), or a person acting at the
direction or on the behalf of such an issuer, shall be not required to treat an ancillary
asset provided by such an 1ssuer as a security under this Act or any provision of law

14
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described in subparagraph (A).

“(C) EXCEPTION.—Subparagraph (A) shall not apply if a court of the United States
of competent jurnisdiction, after an appropriate proceeding, 1ssues an order finding that
there is not a substantial basis for the presumption that an ancillary asset is a
commodity and not a security under subparagraph (A). This subparagraph shall not
preclude the Commission from entering into a settlement agreement relating to
violations or alleged violations of this section. Compliance under this section shall not
be used in any adminmistrative or judicial proceeding that an ancillary asset is a security.

*(5) CALCULATION.—For the purposes of paragraphs (1). (2), and (3), the calculation of
daily agorepgate value shall be based on data disclosed by spot markets or otherwise
available to the public for inspection.

*{c) Specified Periodic Disclosure Requirements.—If an issuer is subj ject to paragraph (1), (2),
or (3) of subsection (b), the 1ssuer shall furmsh. or cause the relevant gf¥gte to furnish, to the
Commission, on a semi-annual basis, information that the Commuiss @ by rule, require
relating to the 1ssuer and any relevant ancillary asset, as necessag#¥ or dagrgpniate in the public
1 =W comprised of the following:

“( 1) Basic corporate information regarding the 1s3 g the following:
“(A) The experience of the issuer in deyglopWae asgfts similar to the ancillary asset.

“(B) [f the 1ssuer has prewnuslj.r provifled lary assets to purchasers of secunties,
hosgreviously provided ancillary assets,
including price history, if the infs

*(C) The activities that
projecting to take in the l-ye
respect to promoiing
activity to facilitate

taken in the relevant disclosure period, and is
ollowing the submission of the disclosure, with
ue, or resale of the ancillary asset (including any

r mainienance of a trading market for the ancillary
that utilizes the ancillary asset).

*(D) The
whether

cohst of the activities of the 1ssuer in subparagraph (D) and
s unencumbered, liquid funds equal to that amount.

1 the ancillary asset involves the use of a particular technology, the
e 1ssuer with the use of that technology.

“(F) The backgrounds of the board of directors (or equivalent body), senior
management, and key employees of the 1ssuer, the experience or functions of whom
are material to the value of the ancillary asset, as well as any personnel changes
relating to the issuer during the period covered by the disclosure.

“(G) A description of the assets and liabilities of the issuer, to the extent material to
the value of the ancillary asset.

“(H) A description of any legal proceedings in which the 1ssuer 1s engaged
(including inquiries by governmental agencies mto the activities of the issuer), to the
extent matenial to the value of the ancillary asset.

“(I) Risk factors relating to the impact of the issuer on, or unique knowledge relating
to, the value of the ancillary asset.
15
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“(2) Information relating to the ancillary asset, 1

“(J) Information relating to ownership of the ancillary asset by—

“(1) persons owning not less than 10 percent of any class of equity security of
the 1ssuer; and

“{11) the management of the i1ssuer.

“(K) Information relating to transactions involving the ancillary asset by the issuer
with related persons, promoters, and control persons.

*(L) Recent sales or simular dispositions of ancillary assets by the 1ssuer and
affiliates of the issuer.

“(M) Purchases or similar dispositions of ancillary assets by the 1ssuer and affiliates
of the issuer.

“(N) A going concemn statement from the chief financial officer of the 1ssuer or

maintains the financial resources to continue business 2
period following the submission of the disclosure, 2
CIrcumstances,

“(A) A general description of the ancil
measure with respect to the ancillary as tended or known functionality and
uses of the ancillary asset, the markg ilary asset, other assets or services
that may compete with the ancillgfy ag¥et. and the total supply of the ancillary asset or
the manner and rate of the on roduction or creation of the ancillary asset.

to mvestors, intermedi orgesellers, a description of the amount of assets offered,
sold, or provided, ¥ch such transaction, and any contractual or other
restrictions on the assets by intermediaries.

ere distributed without charge, a description of each
¢ identity of any recipient that received more than 5 percent of
e ancillary assets in any such distribution.

distribun
the total
“(D) The a

“(E) For the 1-year period following the submission of the disclosure, a description
of the plans of the 1ssuer to support (or to cease supporting ) the use or development of
the ancillary asset, including markets for the ancillary asset and each platform or
system that uses the ancillary asset.

unt of ancillary assets owned by the issuer.

“(F) Each third party not affihated with the issuer, the activities of which may have a
material impact on the value of the ancillary asset.

*“(G) Risk factors known to the issuer that may limit demand for, or interest in, the
ancillary asset.

“(H) The names and locations of the markets in which the ancillary asset 1s known
by the issuer to be available for sale or purchase.

*(1) To the extent available to the issuer, the average daily price for a constant unit
16
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of value of the ancillary asset during the relevant reporting period, as well as the 12-
month high and low prices for the ancillary asset.

“(J1) If apphicable, information relating to any external audit of the code and
functionality of the ancillary asset. including the entity performing the audit and the
experience of the entity in conducting similar audits.

*“(K) If applicable, any third-party valuation report or economic analysis regarding
the ancillary asset or the projected market of the ancillary asset, which shall include the
entity performing the valuation or analysis and the experience of the entity in
conducting similar reports or analyses.

*(L) If the ancillary asset 1s tangible, information relating to the cost and availability
of storage and transportation for the ancillary asset, pending use.

“(M) If the ancillary asset is intangible, information relating to custody by the owner
of the ancillary asset or a third party.

“(N) Information on intellectual property rights clag ted relating to the
ancillary asset.
ary asset

“(O) A description of the technology underl

“(P) Any material tax considerations ap
the ancillary asset.

*(Q) Any matenal legal or regula
using, or trading the ancillary a
the value of the ancillary asset.

Huding any legal proceeding that may impact

“(R) Any other material fa ormation that may impact the value of the
ancillary asset and abo 1c 1ssuer 15 reasonably aware.

*(d) Application to Succe and Certain Affiliates.—

“(1) IN GENERAL
disclosure requ
entity that dir

would otherwise be subject to specified periodic

r subsection (¢) and 1s no longer in operation, any SUCCESsOr
ctly recetved not less than 50 percent of the proceeds raised by
the sale of the r surities of that 1ssuer, and that is engaged in entrepreneurial or
managerial efforts Wat primarily determine the value of the applicable ancillary asset, shall
furnish, or cause to be furnished, to the Commuission the information required under that
subsection.

*(2) CERTAIN AFFILIATES—If an entity controlled by the issuer is subject to specified
periodic disclosure requirements under subsection (¢) i1s engaged in entrepreneurial or
managerial efforts that pnmarily determine the value of an ancillary asset, then such entity
may furnish to the Commussion the information required under that subsection.

*(e) Voluntary Disclosure.—An 1ssuer that 15 not subject to the specified periodic disclosure
requirements under subsection (c) and that offers or sells a security through an arrangement or
scheme that constitutes an investment contract, as that term is used in section 2(a)( 1) of the
Securities Act of 1933 (15 U.5.C. 77b(a)(1)). and that provides the holder of that security with an
ancillary asset in connection with the acquisition of the security may voluntarily furnish to the
Commission the information required under that subsection if the 1ssuer believes that 1t 18
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reasonably likely that the 1ssuer will become subject to those requirements in the future.

“(f) Exemptions.—The Commussion may, by order, exempt an ancillary asset from the
specified periodic disclosure requirements under subsection (c) if the Commussion determines
that the public policy goals of disclosure and consumer protection are not satusfied by requiring
disclosures relating to an ancillary asset.

“{g) Rule of Construction.--If an issuer fails to comply with a provision of this section, an
ancillary asset provided by the issuer shall not be presumed to be a security under a provision of
law described in subsection (b){4)(A). solely because of such failure.

“(h) Rules.—The Commission may adopt rules and gwidance to implement this section,
consistent with the statutory intent of this section.

SEC. 302. TERMINATION OF SPECIFIED PERIODIC
DISCLOSURE REQUIREMENTS.

Section 41 of the Secunties Exchange Act of 1934, as added | of this Act, 18
amended by adding at the end the following:

“(f) Termination of Specified Periodic Disclosure Req

*(1) IN GENERAL.—The obligation of an issu
subsection (¢) shall terminate on the date tha
Commission may determine, after the date o
in paragraph (2).

- the information required under
ayey or such shorter period as the
he 1ssuer files a certification described

“(2) CERTIFICATION.—

“(A) IN GENERAL.—A cert led under paragraph (1) shall be supported by
reasonable evidence. b ¢ knowledge of the 1ssuer filing the certification, after
due inquiry, that—

“(1) the aver agoregate value of all trading in the applicable ancillary
asset in ets open to the public in the United States in the 12-month
perio 1 ¢ date on which the certification 1s filed was not greater than
$3.

“(11) ng the 12-month period preceding the date on which the certification 1s
filed, neither the applicable 1ssuer, nor any entity controlled by the 1ssuer,
engaged in entrepreneurial or managerial efforts that primarily determined the
value of the ancillary asset.

“(B) DENIAL.—

“(1) IN GENERAL.—Subject to subparagraph (C)(11). the Commission, may, by
majority vote, after notice and opportunity for hearing, deny a certification filed
under paragraph (1) if the Commission finds that the certification 1s not supported
by substantial evidence.

“{11) EFFECT.—The denial, under clause (1), of a certification filed under
paragraph (1)—
“{1) shall terminate the certification so filed; and

I8
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*(II) shall not prevent the applicable 1ssuer from filing another
certification under paragraph (1), if the re-filed certification is filed not
earlier than 180 days after the date on which the original certification is
denied.

*(C) PENDING STATUS.—

“(1) IN GENERAL.—Termination of the disclosure requirements described in
paragraph (1) applicable to an 1ssuer that has filed a certification under that
paragraph shall be deferred pending review by the Commussion of the evidence
supporting the certification.

*{11) EFFECT OF DELAY —If, as of the date that 15 90 days after receiving a
certification filed under paragraph (1). the Commission has not requested
additional evidence with respect to the certification from the applicable 1ssuer, the

disclosure obligations that are the subject of the certify shall terminate.™.
SEC. 303. GUIDANCE RELATING TO CTORY
CONTROL LOCATION.

Not later than 180 days after the date of the enactmeng

Commuission (referred to in this title as the *Commi
section 240.15¢3-3 of title 17, Code of Federal Rafulats

% ACT, the Securities and Exchange
ssue guidance relating to

. Or any successor regulation,

ntrol location for a digital asset that
is, or may represent ownership of, a secun be fied by protecting the digital asset
through commercially reasonable cybersecth ferces o maintain control of sufficient private
key matenal to transfer control of the dimtal aS¢t to another person, or to cause another person
to obtain control of the digital asset, inc means of a smart contract that generates
private key matenal without the g t of a natural person.

SEC. 304. CUSTO CUSTOMER PROTECTION
RULES.
(a) In General.
(1) MODERN N OF EXISTING RULES AND ADOPTION OF NEW RULES.—Not later than

|18 months after the date of enactment of thus Act, the Commuission shall—

(A) complete the multi-year study of the Commission with respect to the
modernization of the rules of the Commission relating to customer protection (section
240.15¢3-3 of utle 17, Code of Federal Regulations) and custody of securities, digital
assets, and client funds (section 275.206(4)-2 of uitle 17, Code of Federal
Regulations); and

(B) consistent with the results of the study described in subparagraph (A), adopt
final rules relating to the 1ssues described in paragraph (2).

(2) CONTENTS.—The final rules adopted under paragraph (1){B) shall address the
following concepts:

(A) Investor protection and education with respect to digital assets.

19
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(B) Digital assets, distnibuted ledger technology, and use of collaborative custody or
multi-signature arrangements, including distribution of private key material and

resulting obligations.

(C) Changes in market structure and asset characteristics, including disuse of
physical securities and assets and appropriate custodial methods for electronically
native assets.

(D) Reduction of regulatory burden.
(E} Use of technology to facilitate regulatory compliance and nsk management.

(F) Panty of State- and nationally-chartered banks, as defined 1n section 202(a) of
the Investment Advisers Act of 1940 (15 U.5.C. 80b—2(a)), with respect to asset
custody in a manner consistent with that Act (15 U.S.C. 80b-1 et seq.) and other
existing law.

sset that 15, or may
vglered transfer agent.

(G) Standards under which an 1ssuer of an unregistere
represent ownership of, a security 1s not required to uf

275.206(4)-2 of utle 17, Code of Federal Reg

(b) Dagital Assets and Securities.—Not later than
Act, the Commussion shall adopt final guidance pegfnitig
3(b) of title 17, Code of Federal Regulations, a br
legal entity, both trading and custodial activy
assets, including virtual currency and digit t are securities or may represent ownership
of securities, in addition to traditional ggeg client funds, and other assets permitted by the
Commission to be within the control o or dealer.

TITLE IV—RESP COMMODITIES INNOVATION

SEC. 401. DEF ;
Section la of the change Act (7 U.S.C. la) 15 amended—

(1) in para {9y striking “and frozen concentrated orange juice” and inserting
“frozen concentrat®® orange juice, and a digital asset {consistent with section 2{c)}(2WFN™;

BT the purposes of section 240.15¢3-
dealer to perform, within the same
o fully-paid and excess margin digital

(2) by inserting afier paragraph (15) the following:
“(15A) DIGITAL ASSET.—

“(A) IN GENERAL.—Except as otherwise provided in subparagraph (B), the term
“*digital asset’ has the meaning given the term in section 9801 of title 31, United States
Code.

*(B) EXCLUSION —The term *digital asset’ does not include an asset that provides
the holder of the asset with any of the following rights in a business entity:

*{1) a debt or equity interest in that entity.

“(11) a profit or revenue share derived from that entity.

“(111) an entitlement to an interest or dividend payment from that entity.

20
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“(15B) DIGITAL ASSET EXCHANGE.—The term “digital asset exchange® means a trading
facility that lists for trading at least 1 digital asset.™;

(4) in paragraph (280 AN1)}—
{A) 1n subclause (I}—
(1) 1n item (aa)—
(I) 1n subitem (EE), by sinking “or” at the end; and
(II) by adding at the end the following:

*(GG) the purchase or sale of a digital asset that 1s traded on or
subject to the rules of a registered entity;™:

(11) in item (bb), by striking “and™ and inserting “or™; and
(111) by adding at the end the following:

*(cc) acting as a counterparty to any gash agreement, contract,
or transaction involving a digital as ' on who 18 not an
eligible contract participant, unle 15—

@th the laws of the State in which

“(AA) conducted in complia
the activity occurs;

“(BB) subject to regltlati another Federal authority: or
*(CC) separa u under this Act; and™; and
(B) in subclause (II), by strikin ems (aa) or (bb)” and inserting “item (aa), (bb),

or{ec)™

(5) by mserting after parg

il |
“(39A) REGISTERED D % T EXCHANGE.—The term ‘registered digital asset
exchange' means a djg o e change registered under section 51."; and

the following:

(B) by re ting subparagraph (F) as subparagraph (G); and
(C) by inserting after subparagraph (E) the following:
“(F) a registered digital asset exchange; and™.

SEC. 402. REPORTING AND RECORDKEEPING;
STANDARDS AND EXAMINATIONS.

Section 4g of the Commodity Exchange Act (7 U.5.C. 6g) i1s amended—
(1) in subsection (a), by inserting “digital assets or” before “commodities™; and

(2) in subsection (d), in the second sentence, by striking “commodity futures.” and
inserting “commodities.”.

21
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SEC. 403. CFTC JURISDICTION OVER DIGITAL ASSET
TRANSACTIONS.

(a) Commission Jurisdiction Over Retail Digital Asset Transactions.—

(1) IN GENERAL.—Section 2(c)(2) of the Commodity Exchange Act (7 U.S5.C. 2{c)}2)) 1s
amended—

(A) in subparagraph (D)(1i)}—

(1) in subclause (III), in the matter preceding item (aa), by inserting “of a
commodity, other than a digital asset,” before “that™;

(11) by redesignating subclauses (IV) and (V) as subclauses (V) and (V1),
respectively; and

(111) by inserting after subclause (III) the followin

*“(IV) a contract of sale of a digital asset gifat
1

“(aa) results in actual delivery w or such other period as
the Commuission may determin d upon the typical
commercial practice in cash or ets for the digital asset

imnvolved: or

*(bb) 15 executed gg

exchange or with g @

(B) by adding at the end follWging:
“(F) COMMISSION JURISDI R DIGITAL ASSET TRANSACTIONS.—

bjegfto the rules of a registered digital asset
tures commission merchant;™; and

“(1) IN GENE

—>Subject to sections 6d, 12(e) and 7 USC 27a, the
have exclusive jurisdiction over any agreement, contract,
involving a contract of sale of a digital asset in interstate
including ancillary assets (consistent with section 41{b)4) of the
Exchange Act of 1934), except that specified periodic reporting
requirements made by an 1ssuer under that section and the security that
constitutes an investment contract (within the meaning of section 2(a)(1) of
the Securities Act of 1933 (15 U.5.C. 77b{a)( 1))) that provided the holder of
the secunty with the ancillary asset, shall remain within the jurisdiction of
the Securities and Exchange Commussion.

*(II) FUNGIBILITY REQUIREMENT.— The Commussion shall only exercise
Jurisdiction over an agreement, contract, or transaction involving a contract
of sale of a digital asset that is fungible, which shall not include digital
collectibles and other umique digital assets.

“{11) WITHHOLDING OF RULEMAKING AUTHORITY OVER CERTAIN
TRANSACTIONS.—Notwithstanding clause (1), this subparagraph shall not be
interpreted to permit the Commission to 1ssue any rule regarding any agreement,
contract, or transaction that 1s not offered, solicited, traded, facilitated, executed.
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cleared, reported, or otherwise dealt in—
*(I) on or subject to the rules of a registered entity; or

*(II) by any other entity registered by the Commuission.

“{11) LIMITATION.—Clause (1) shall not apply with respect to custodial
activities with respect to a digital asset of an entity supervised or regulated by a
State or other Federal regulatory agency.”.

(2) CONFORMING AMENDMENT.—5ection 2(a)( 1 } A) of the Commodity Exchange Act (7
U.S5.C. 2(a){ 1 ){A)) 1s amended, in the first sentence, by striking “*section 19 of this Act™ and
inserting “subsection (¢} 2)(F) or section 19™.

{b) Segregation of Dhgital Assets.—Section 4d of the Commodity Exchange Act (7 U.S.C. 6d)
15 amended by adding at the end the following:

(i) Segregation of Digital Assets.—
“(1) HOLDING OF CUSTOMER ASSETS.—

“(A) IN GENERAL.—FEach futures commission m
assets, and property in a manner to minimize t
unreasonable delay in the access to, the mone

hold customer money,

“(B) CusTODIAN.—A futures commisg
customer of the futures commission me
entity subject to regulation by | o

ftit shall hold the property of a

an hicensed, chartered or registered
ot apencies:

“(1) The Commission.

“(11) The Securities e Commission.

- ral banking agency (as defined in section 3 of the
Federal Depos £ ct (12 U.S.C. 1B13)).

“(2) SEGREGA

“(A) DEFINITION OF DIGITAL ASSET CUSTOMER.—In this paragraph, the term ‘digital
asset customer’ means a customer involved 1n a cash or spot, leveraged, margined, or
financed digital asset transaction in which the futures commission merchant is acting

as the counterparty.
“(B) REQUIREMENTS.—

“(1) IN GENERAL.—A futures commuission merchant shall treat and deal with all
money, assets, and property of any digital asset customer received as belonging to
the customer.

“(11) COMMINGLING PROHIBITED.—Money, assets, and property of a digital
asset customer described in clause (1}—

*(1) shall be separately accounted for; and
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*(1I) shall not be—

“(aa) commingled with the funds of the futures commuission
merchant; or

“(bb) used to margin, secure, or guarantee any trades or accounts of
any customer or person other than the person for whom the money,
assets, or property are held.

“(C) EXCEPTIONS.—
“(1) USE OF FUNDS.—

“(I) IN GENERAL.—Notwithstanding subparagraph (B), money, assets, and
property of a digital asset customer may, for convenience, be commingled
and deposited in the same account or accounts with an entity described in

paragraph (1)(B).

“(1I) WITHDRAWAL.—Notwithstanding subyg B), the share of the
money, assets, and property described in s fis in the normal
course of business 1s necessary to margin, Syafantge. secure, transfer, adjust.

or settle a dagital asset transaction
and applied to those purposes, includ
brokerage, interest, taxes, st
connection with the digital as

ayment of commissions,
charges, lawfully accruing in

“{11) COMMISSION ACTION,
with such terms and conditi
any money, assets, or p
and deposited in custom
received by the co

be separately
asset custome

ding subparagraph (B), in accordance
ommission may prescribe by rule or order,
a digital asset customer may be commingled

ts with any other money, assets, or property
1ssion merchant and required by the Commuission to
and treated and dealt with as belonging to the digital

“(D) P STMENTS.—Money of a digital asset customer may be

(D
*“(II) general obligations of any State or of any political subdivision of a
State;

obligations of the United States;

*“(11I) obligations fully guaranteed as to principal and interest by the
United States; or

*(IV) any other investment that the Commussion may by rule prescribe;
and

“{11) in accordance with such rules and subject to such conditions as the
Commussion may prescribe.

“(E) PROHIBITION.—It shall be unlawful for any person, including any dervatives
clearing organization or depository institution, that has received any money, assets, or

24
5/31/22
3:24 PM



W 00 = v W o b Pob e

e e
W bt O

e el
Lo W =

d 2
oo 0~

P
P b

P
£ Lad

P ok
o L

N .~ S ¥ R LY
= O W0 0 =)

L Ly
Lad Pl

Lk
s

L L
oy L

Lk L L
T R |

Senate Legisiative Counsel
Draft Copy of SIL22691 Y87

property for deposit in a separate account or accounts as required by subparagraph (B)
to hold, dispose of, or use any of the money, assets, or property that belongs to the
depositing futures commission merchant or any person other than the digital asset
customer of the futures commission merchant.

“(3) CUSTOMER RIGHT TO OPT OUT.—

“(A) IN GENERAL.—A customer shall have the right to waive any requirement under
this subsection by affirmatively electing, in writing to the futures commuission
merchant, to waive the requirement.

“(B) LiMITATIONS. —The Commission may, by rule, establish notice and disclosure
requirements, segregation requirements, investment limitations, and other rules relating
to the warving of any requirement under this subsection that are reasonably necessary
to protect customers, including eligible contract participants, non-eligible contract
participants, and any other class of customers.”.

(¢) Limitation on Futures Commuission Merchants Acting as a in Dhgital Asset

Transactions.—Section 4d of the Commeodity Exchange Act ( as amended by
subsection (b)) 1s amended by adding at the end the following:
“(1) Limitation on Futures Commussion Merchants Ac terparty in Digital Asset

ng as
hallhot act as a counterparty in any

hat has not been listed for trading on

Transactions.—A registered futures commission m
agreement, contract, or transaction mvolving a di
a registered digital asset exchange.”.

(d) Common Provisions Applicable to ntities.—Section 3¢ of the Commodity
Exchange Act (7 U.5.C. Ta-2) is amended
(1) in subsection (a)(1). by strik ) and Sb(c)(2)” and inserting “5{d), Sb{c)}2), and
Si(e)™s

(2) in subsection (b),
place it appears; a

(3) in subsecy
(A)in
(B} in para®#iph (4)(B), by striking “1a{10)" and inserting *1a(9)"; and
(C) in paragraph (3), by adding at the end the following:

“digital asset exchange,” before “derivatives™ each

(

2), by inserting “or participants™ before “{in a™;

*(D) SPECIAL RULES FOR THE LISTING OF CERTAIN DIGITAL ASSETS.—

“{1) IN GENERAL.—In the case of listing for trading a digital asset that has not
previously been listed for trading on another registered entity—

“(I) paragraphs (2) and (3) shall apply as if the listing were a rule; and
*(II) paragraph (2) shall be applied by substituting *20) business days’ for
10 business days’.

“{11) TRANSITIONAL EXTENSION.—During the l-year period beginning on the
date of the registration of the first digital asset exchange, the Commuission shall
have an additional 20 business days to review any certification under clause (1).
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“{111) CONSIDERATION OF COMMENTS.—In conducting a review under clause (1),
the Commuission shall consider any comments provided by the Securities and
Exchange Commission with respect to the legal classification of a digital asset.™.

SEC. 404. REGISTRATION OF DIGITAL ASSET
EXCHANGES.

{a) In General —The Commodity Exchange Act (7 U.S.C. | et seq.) 1s amended by inserting
after section 5h the following:

“SEC. 51. REGISTRATION OF DIGITAL ASSET
EXCHANGES.

“(a) Definition of Customer.—In this section, the term *customer’ mgans any person that
maintains an account for the trading of digital assets directly with a g set exchange (other
than a person that 1s owned or controlled, directly or indirectly, by tf 3l asset exchange) on

behalf of the person or any other person.

“(b) Registration.—

“(1) IN GENERAL.—Any trading facility that off
assets may register with the Commussion as 1
Commussion an application in such form and
may require for the purpose of maki
subsections (d) and ().

J#eks to offer a market in digtal

gict exchange by submitting to the
g such information as the Comnussion
inations required for approval under

"[2] DEEMED REGISTRATION.
execution facility that fulfills the

registered digital asset exchafy

d designated contract market or registered swap
nts of this section may elect to be considered a
ch form and manner as the Commussion shall prescribe.

*(3) ADDITIONAL RE
with the Secretary of the

A repistered digital asset exchange shall be registered
SOF as a money services business.

*¢) Trading.—
*(1) INnGEN — 4 registered digital asset exchange may make available for trading
any digital asset not readily susceptible to manipulation, subject to this subsection.

*“(2) RULES GOVERNING MARGINED OR LEVERAGED TRADING.—The Commission may
make, promulgate, and enforce such additional rules goverming margined, leveraged, or
financed transactions as are reasonably necessary to protect market participants and
promote the orderly settlement of transactions with respect to—

“(A) disclosure;

“(B) recordkeeping;

“(C) capital, margin, and other financial resources;
“(D) reporting:

“(E) business conduet;

“(F) documentation; and
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“(G) such other matters as the Commission determines to be necessary.

“(3) PROHIBITION ON TRADING DERIVATIVES PRODUCTS.—Registration as a digital asset
exchange shall not permit a trading facility to offer any contract of sale of a commodity for
future delivery, option, or swap for trading without also being registered as a designated
contract market or swap execution facility.

*{d) Core Principles for Digital Asset Exchanges.—
*(1) COMPLIANCE WITH CORE PRINCIPLES.—

“(A) IN GENERAL.—To be registered, and maintain registration, as a digital asset
exchange, the digital asset exchange shall comply with—

“(1) the core principles described in this subsection; and
“(11) any requirement that the Commission may impose by rule pursuant to
section 8a(3).

“(B) REASONABLE DISCRETION OF DIGITAL ASSET
determined by the Commussion by rule, a digital as
subparagraph ( A) shall have reasonable discretiQie

the digital asset exchange complies with the cg @ '

ing the manner in which
described in this

subsection.
“{2) COMPLIANCE WITH RULES.—A digital @ss hange shall—
“{A) establish and enforce com ¢ Vid#iny rule of the exchange, including—
“(1) the terms and conditio rades traded or processed on or through the

digital asset exchange:

ess to the digital asset exchange;

“(B) establish a
deter abuses and ha
including mea

ading, trade processing, and participation rules that will
acity to detect, investigate and enforce those rules,

market participants with impartial access to the market; and

re information that may be used in establishing whether rule
violations have occurred; and

“(C) establish rules governing the operation of the digital asset exchange, including
rules specifying trading procedures to be used in entering and executing orders traded
or posted on the digital asset exchange.

*(3) DIGITAL ASSETS NOT READILY SUSCEPTIBLE TO MANIPULATION.—

“(A) IN GENERAL.—A digital asset exchange shall permit trading only in assets that
are not readily susceptible to manipulation.

“(B) LISTING RESTRICTIONS.—A digital asset exchange shall not permut trading in a
digital asset, if 1t is reasonably likely that the—

*{1) transaction history of the digital asset can be fraudulently altered by any
person or group of persons acting collectively: or

27
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“(i1) functionality or operation of the digital asset can be matenially altered by
any person or group of persons under common control.

“(C) CONSIDERATIONS.—In assessing a digital asset under this paragraph. a digital
asset exchange shall consider—

(1) the purpose and use of the digital asset;
“(11) the creation or release process of the digital asset;

“(111) the consensus mechanism of the digital asset;

“{1v) the governance structure of the digital asset;

“{v) the participation and distribution of the digital asset;

“{vi) the current and proposed functionality of the digital asset;
“{vii) the legal classification of the digital asset;

“{v1i1) any other factor required by the Commu

“(4) TREATMENT OF CUSTOMER. ASSETS.—

“(A) REQUIRED STANDARDS AND PROCEDUREE
establish standards and procedures that are des¥
customer money, assets, and property.

asset exchange shall
¥ protect and ensure the safety of

“(B) HOLDING OF CUSTOMER ASS

“(1) IN GENERAL.—A digi
and property in a mann mize the customer’s sk of loss of, or
unreasonable delay in , the money, assets, and property.

iy 3
% A digital asset exchange shall treat and deal with all
Al property of any customer received as belonging to the

) MINGLING PROHIBITED.—Money, assets, and property of a
described in subclause (I}—

“(aa) shall be separately accounted for; and
“{bb) shall not be—
“{AA) commingled with the funds of the digital asset exchange; or

“(BB) used to margin, secure, or guarantee any trades or accounts
of any customer or person other than the person for whom the money,
assets, or property are held.

“{111) EXCEPTIONS.—
“{1) USE OF FUNDS.—

“(aa) IN GENERAL—Notwithstanding clause (1), money, assets, and
property of customers of a digital asset exchange may, for convenience,
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be commingled and deposited with an entity described in section
4d(i)(1)(B).

“(bb) WiTHDRAWAL —Notwithstanding clause (1), the share of the
money, assets, and property described in item (aa) as in the normal
course of business is necessary to margin, guarantee, secure, transfer,
adjust, or settle a digital asset transaction with a registered entity may
be withdrawn and applied to those purposes, including the payment of
commissions, brokerage, interest, taxes, storage, and other charges,
lawfully accruing in connection with the digital asset transaction.

*(II) CoMMISSION ACTION.—Notwithstanding clause (1i), in accordance
with such terms and conditions as the Commnussion may prescribe by rule or
order, any money, assets, or property of the customers of a digital asset
exchange may be commingled and deposited in ¢ er accounts with any
other money, assets, or property received by th gsset exchange and
required by the Commission to be separatel
dealt with as belonging to the customer o

“(C) PERMITTED INVESTMENTS.—Money de ragraph (B){i1)(I) may
be invested—
“(1) iIn—
*(I) obligations of the Ugited Stat
*(II) general obligati tate or of any political subdivision of a
State:
*(111) obligations anteed as to principal and interest by the
United State
*(IV) estment that the Commission may by rule prescribe;
and
“(11 e with such rules and subject to such conditions as the
Coniiusgion may prescribe.

“(D) Mis CUSTOMER PROPERTY.—It shall be unlawful—

“(1) for any digital asset exchange that has received any customer money,
assets, or property for custody to dispose of, or use any of the money, assets, or
property as belonging to the digital asset exchange; or

“(11) for any other person, imncluding any other digital asset exchange or
custodian that has received any customer money, assets, or property for
safekeeping, to hold, dispose of, or use any of the money, assets, or property as
belonging to—

“(I) the digital asset exchange that provided the money, assets, or
property; or
“(II) any person other than the customers of the digital asset exchange.
“(E) CUSTOMER RIGHT TO OPT OUT.—
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“{1) IN GENERAL.—A customer shall have the right to waive any requirement
under subparagraph (B) by affirmatively electing, in writing to the digital asset
exchanpe, to waive the requirement.

“(11) LIMITATIONS.—The Commission may, by rule, establish notice and
disclosure requirements, segregation requirements, investment limitations, and
other rules relating to the waiving of any requirement under this paragraph that 1s
reasonably necessary to protect customers, including eligible contract participants,
non-eligible contract participants, or any other class of customers.

“(5) MONITORING OF TRADING AND TRADE PROCESSING.—

“(A) IN GENERAL.—A digital asset exchange shall provide a competitive, open, and
efficient market and mechanism for executing transactions that protects the price
discovery process of trading on the digital asset exchange.

“(B) PROTECTION OF MARKETS AND MARKET PARTICIPA digital asset
exchange shall establish and enforce rules—

“{1) to protect markets and market particip frgih abtSive practices
committed by any party, including abusiv itted by a party acting
as an agent for a participant; and

*(11) to promote fair and equitabl 1 e digital asset exchange.
*(C) PROCEDURES AND MONITORING. A 1 asset exchange shall—
“(1) establish and enforc terms and conditions defining, or

specifications detailing—

*(I) trading proc used in entering and executing orders traded
on or throu, facfities of the digital asset exchange: and
*(I) p r trade processing of digital assets on or through the

facilities tal asset exchange; and

ing in digital assets to prevent manipulation, price distortion,
and dfsrypti f the delivery or cash settlement process through surveillance,
1gfte, including methods for conducting real-time monitoring of
comprehensive and accurate trade reconstructions.

“(6) ABILITY TO OBTAIN INFORMATION.—A digital asset exchange shall—

“(A) establish and enforce rules that will allow the digital asset exchange to obtain
any necessary information to perform any of the functions described in this section;

“(B) provide the information to the Commission on request; and

“(C) have the capacity to carry out such international information-sharing
agreements as the Commission may require.

“(7) EMERGENCY AUTHORITY.—A digital asset exchange shall adopt rules to provide for
the exercise of emergency authority, in consultation or cooperation with the Commussion or
a registered entity, as is necessary and appropriate, including the authority to facilitate the
liquidation or transfer of open positions in any digital asset or to suspend or curtail trading
in a digital asset.
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“(8) REPORTING REQUIREMENTS.—

“(A) IN GENERAL.—A digital asset exchange shall provide to the Commission
information that 1s determined by the Commission to be necessary to perform any
responsibility of the Commuission under this Act.

“(B) TIMELY PUBLICATION OF TRADING INFORMATION.—
“(1) IN GENERAL.—

*(1) PUBLICATION.—A digital asset exchange shall make public timely
information on price, trading volume, and other trading data on digital assets
to the extent prescribed by the Commission.

*(1I) ACCESSIBILITY.—A digital asset exchange may make trading data
freely accessible to the public under rules established by the Comnussion.

“(11) CAPACITY OF DIGITAL ASSET EXCHANGE.—A it sset exchange shall
be required to have the capacity to electronically ¢ ¢ anditransmit trade
information with respect to transactions execut o

S

“(1) maintain records of all activi o the business of the digital asset
exchanpe, including a complete au a form and manner acceptable to the
Commussion for a period of 5 x

*(9) RECORDKEEPING AND REPORTING.—

“*(A) IN GENERAL.—A digital asset exchang

“(11) report to the Commis
Commussion, such info
appropriate for the

orm and manner acceptable to the
e Commuission determines to be necessary or
offto perform the duties of the Commission under

this Act; and
“(1i1) keep of digital assets that relate to a security open to
inspectio tion by the Secunities and Exchange Commuission.

NSHARING.—Subject to section 8, and on request, the Commission
ifon collected under subparagraph (A) with—

“{i} a

“(11) the Secunties and Exchange Commission;

-regulatory organization;

“(111) an appropriate Federal banking agency (as defined in section 3 of the
Federal Deposit Insurance Act (12 U.S.C. 1813));

“(1v) a State bank supervisor (as defined in that section);
“(v) a State securities or commodities regulator;

*(v1) the Financial Stability Oversight Council;

“{vi1) the Department of Justice; and

“(vii1) any other person that the Commission determines to be appropriate,
including—
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*“(I) foreign financial supervisors (including foreign futures authorities):
“(I1) foreign central banks; and
“(111) foreign ministries.

*(C) CONFIDENTIALITY AGREEMENT.—Before the Commission may share
information with any entity described in subparagraph (B), the Commission shall
receive a written agreement from each entity stating that the entity shall abide by the
confidentiality requirements described in section 8 relating to the information on
digital asset transactions that is provided.

*(D) PROVIDING INFORMATION.—Each digital asset exchange shall provide to the
Commission (including any designee of the Commission) information under
subparagraph (A) mn such form and at such frequency as 1s required by the
Commission.

*( 10) ANTITRUST CONSIDERATIONS.—Unless necessary or apg to achieve the

purposes of this Act, a digital asset exchange shall not—

“(A) adopt any rules or take any actions that resu v sonable restraint of

trade; or
“(B) impose any material anticompetit & trading.
*(11) CONFLICTS OF INTEREST.—A digital fsse

onflicts of interest in the

“(A) establish and enforce rules
' change; and

decisionmaking process of the
“(B) establish a process ﬁv
{A).
*(12) FINANCIAL RESDL@
*“(A) IN GENERAL | asset exchange shall have adequate financial,

operational, a tal resources, as determined by the Commission, to discharge
' ¢ digital asset exchange.

conflicts of interest described 1n subparagraph

OUNT OF FINANCIAL RESOURCES.—A digital asset exchange shall
resources that, at a mimmum, exceed the total amount that would
enable the digital asset exchange to conduct an orderly wind-down of the activities of
the digital asset exchange.

*“(C) ADDITIONAL FINANCIAL RESOURCES FOR LEVERAGE TRADING.—The
Commuission may require such additional financial resources as are necessary to enable
a digital asset exchange that offers margined, leveraged, or financed transactions to
fulfill the customer obligations of the digital asset exchange.

“(13) GOVERNANCE FITNESS STANDARDS.—

“(A) GOVERNANCE ARRANGEMENTS.—A digital asset exchange shall establish
governance arrangements that are transparent to fulfill public interest requirements,

“(B) FITMNESS STANDARDS.—A digital asset exchange shall establish and enforce
appropriate fitness standards for—
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“(1) directors:

“(11) any individual or entity with direct access to the settlement activities of the
digital asset exchange;

“{111) any individual or entity with direct access to any custodian affiliated with
the digital asset exchange:;

“(1v) any entity offering affiliated services for the digital asset exchange; and

“(v) any party atfiliated with any individual or entity described in clauses (1)
through (1v).

“(14) SYSTEM SAFEGUARDS.—A digital asset exchange shall—

“(A) establish and maintain a program of risk analysis and oversight to identify and
minimize sources of operational and security risks, through the development of
appropriate controls and procedures and automated syste

“{1) are reliable and secure: and

“{11) have adequate scalable capacity;

“(B) establish and maintain emergency pro
disaster recovery that allow for—

p facilities, and a plan for

“(1) the timely recovery and res operations; and

“(11) the fulfillment of the r
exchange; and

and obligations of the digital asset

*(C) periodically conduct €% ify that the backup resources of the digital asset
inued—

“(1) IN GENERAL.—If a proceeding under section Se results in the suspension or
revocation of the registration of a digital asset exchange, or if a digital asset exchange
withdraws from registration, the Commuission, after providing notice to the digital asset
exchange, may apply to the district court of the United States for the judicial district in
which the digital asset exchange 1s located for the appointment of a trustee.

*(2) ASSUMPTION OF JURISDICTION —If the Commussion applies to a court for
appointment of a trustee under paragraph (1)}—

“{A) the court may take exclusive jurisdiction over—
“(1) the digital asset exchange; and

*(11) the records and assets of the digital asset exchange, wherever those records
and assets are located; and
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“(B) if the court takes jurisdiction under subparagraph (A ), the court shall appoint
the Commission, or a person designated by the Commission, as trustee with power to
take possession and continue to operate or terminate the operations of the digital asset
exchange in an orderly manner for the protection of customers, subject to such terms
and conditions as the court may prescribe.

*(f) Custodian.—A digital asset exchange shall hold for safekeeping with an entity described
in section 4d(1)( 1)(B) each digital asset that 15—

*(1) the property of a customer of the digital asset exchange:

*(2) required to be held by the digital asset exchange under subsection (¢)(2) or (d)(12);
or

“(3) otherwise required by the Commuission to be so held to reasonably protect customers
or promote the public interest.

*(g) Exemptions.—

novation and fair
ither unconditionally or

“(1) IN GENERAL.—To promote responsible economic
competition, or protect customers, the Commission ma
on stated terms or conditions or for stated periods a
or both, a registered digital asset exchange from thd =nts of this section, if the
Commission determines that—

“(A) the exemption—
“(1) will be consistent w1 @ blic interest and the purposes of this Act; and

“(11) will not have a
the digital asset exchan

“(B) the digital as

by the appropriate
exchange.

arge duties under this Act; or

15 subject to comparable, comprehensive regulation
authorities in the home country of the digital asset

“(2) PROCESS. 1ss10n may grant an exemption under paragraph (1 )}—

“(A) o ve of the Commission; or
“(B) after ving an application for the exemption by the registered digital asset
exchange.
“(h) Jurisdiction—Notwithstanding any other provision of law, the Commuission shall

have exclusive junisdiction over the regulation and all other activities of a registered digital asset
exchange.

*“(1) Implementation—The Commission may prescribe rules to implement this section.™.

(b) Certain Digital Asset Exchange Functions Not Sufficient to Trigger Requirement to
Register as Futures Commission Merchant.—Section 4f{c) of the Commodity Exchange Act (7
U.S.C. 6f(c)) 1s amended by adding at the end the following:

**{12) Clarification of Scope of Registration Requirement.—A registered digital asset exchange
shall not be required to register as a futures commission merchant for any activity for which the
exchange is regulated under section 51."".
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SEC. 405. VIOLATIONS.

Violations Generally.—Section 9 of the Commodity Exchange Act (7 U.5.C. 13) 15 amended—

(1) in subsection (a), paragraph (2), by striking “subsection 4¢™ and inserting “section
4': :-:l;

(2) in subsection (e)}—

(A) in paragraph (1), by inserting “contracts for the sale of digital assets,” after
“options thereon,”; and

(B) in paragraph (2), by inserting “or contracts for the sale of digital assets™ after
“options thereon™.

SEC. 406. MARKET REPORTS.

Section 16(a) of the Commodity Exchange Act (7 US.C. 2(0{a)} i d—

(1) in the first sentence, by striking “which are the suby s contracts,” and
inserting “under the jurisdiction of the Commussion,”,g
(2) in the second sentence, by stnking “futures and inserting “markets under

the jurisdiction of the Commuission.”.
SEC. 407. BANKRUPTCY T ,®ENT OF DIGITAL
ASSETS.

(a) In General —Section 2(a) of th&¥s ity Exchange Act (7 U.S.C. 24(a)) is amended
in paragraphs (1) and (2) by inserting *

paragraph (6), by inserting “daitaWgssgl cxchange. as defined in section la of the Commodity
Exchange Act,” after “fugures &

(c) Commodities
inserting “a digital
after “a contract mark

Bection 556 of title 11, United States Code, 1s amended by
tee, as defined 1n section la of the Commodity Exchange Act,”
dgfMegnated under the Commodity Exchange Act,”.

{d) Contractual Rights—Section 561 of uitle 11, United States Code. 15 amended—

(1) in subsections (b) and (c). by inserting “digital asset exchange, as defined in
section la of the Commodity Exchange Act.” after “contract market designated under the
Commodity Exchange Act” wherever it appears.

{e) Definittons.—5Section 761 of title 11, United States Code, 1s amended—
(1) in paragraph (4)—
(A) in subparagraph (A). by inserting “digital asset or a” before “commodity™;
(B) in subparagraph (I). by striking “or” at the end;
(C) in subparagraph (J), by adding “or” at the end; and
(D) by adding at the end the following:
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“(K) a contract for the sale of a digital asset by a registered digital asset exchange:™;

and
(2) in paragraph (10)}—

(A) in the matter preceding subparagraph (A)—
(1) by inserting “a digital asset,” after “a security,”; and
(1) by inserting “digital asset,” after “cash, security,”;

(B) in subparagraph (A)}—
(1) in clause (vi), by inserting “a digital asset,” after “a security.”; and
(1) in clause (vii}—

(I) by inserting “or a digital asset™ before “held as property™;

]

(II) by inserting “or digital asset™ after “such ; and

(III) by inserting “or digital asset™ after *
(C) in subparagraph (B)—

(1) by striking “not including pmpf:rtj,r"rt g “not including—
“(i) property™;
y ng “and” at the end; and

subparagraph ptirapiph (4) of section 5i(d) of that Act 15 waived pursuant

%

to subparagrap at paragraph;”.

urity™; and

(1) 1n clause (1), as so designate

(11) by adding at the end

“{11) money, assets, OpgRLO
subsection (1) of section ‘Er

(g) Treatment of
amended—

Property.—Section 766 of title 1 1, United States Code, 1s

(1) in subsection (b)( 1), by striking “physical commeodity underlying™ and inserting
“commodity underlying™;

(2) in subsection (c¢), by inserting “digital asset,” before “or commodity contract™ each
place the term appears:

(3) in subsection (d), by inserting “digital asset,” before “or commodity contract™ each
place the term appears:

{4) in subsection (f}—

(A) in striking “and other property” and inserting “digital assets, and other
property”; and
(B) by striking “or property™ and inserting “, digital assets, or property™;
36
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(3) in subsection (g), by striking “security or property” and inserting “security, digital
asset, or property ™ and

(6) in subsection (h) 2), by inserting “digital assets,” after “customer securities,”.

SEC. 408. IDENTIFIED BANKING PRODUCTS.
Section 206(a) of the Gramm-Leach-Bliley Act (15 U.S.C. 78¢c note) is amended—
(1) in paragraph (5){B) 1), by striking “or™ at the end;
(2) in paragraph (6), by striking the period at the end and inserting *; or™; and
(3) by adding at the end the following:

*{7) a payment stablecoin issued by a depository institution under section 4810, title 12,
United States Code.”.

SEC. 409. FINANCIAL INSTITUTIONS

Section 3312(c)(1) of title 31, Unmited States Code, 1s amen
following:

“(B) A regstered digital asset exchange, as @ n section la of the Commodity
Exchange Act.”.

ION.

at the end the

SEC. 410. OFFSETTING T OF DIGITAL ASSET
REGULATION.
The Commodity Exchange Act (T U eq.) 15 amended by adding at the end the

following:
“SEC. 24. OFFSET, COSTS OF DIGITAL ASSET
REGULATION.,
“(a) Recovery of of Annual Approprnation.—
“(1) INGE ective beginmng on October 1, 2023, the Commission may, by

rule, collect fee

“(A) to fund expenses relating to regulation of digital asset cash and spot markets:
and

“(B) that are designed to recover the costs to the Federal Government of the annual
appropriation to the Commission by Congress.

*(2) REGISTERED ENTITIES.—Fees under paragraph (1) shall only be imposed—
“(A) on registered entities engaged in cash or spot digital asset activities; and
“(B) in relation to the regulation of those activities under this Act.

“(3) FEE RATES.—Fees under paragraph (1) shall—

“{A) be strictly related to the cost to the Commission of the regulation of digital
asset cash and spot markets;
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“(B) be reduced for newly registered entities with less than $100,000,000 in daily
trading volume; and

H(C)H1) minimize negative impacts on market hquidity: and

*(11) maintain the efficiency, competitiveness, and financial integrity of digital asset
markets.

“(4) COLLECTION OF FEES.—The Commuission shall collect fees under this subsection in
such manner and within such ime as may be specified by the Commussion by rule.

*(b) Fee Rate Orders.—

“(1) IN GENERAL.—Not later than 60 days after the date on which a law providing a
regular appropriation to the Commission for a fiscal year 1s enacted, the Commussion shall
adopt an order setting rates for fees to be collected under subsection (a) for that fiscal year.

*(2) PUBLICATION.—The Commission shall publish in the Feg
adopted under paragraph (1}, including—

“(A) projections on which the fees are based; an

“(B) an explanation of the method used for licable fee rates.

“(c) Deposit of Fees.—

“( 1) OFFSETTING COLLECTIONS.—Fees col
Vear—

“(A) shall be deposited and ¢ setting collections to the account

providing appropriations 1o the Cofnission; and
“(B) shall not be collected ble for obligation for any fiscal year except to

the extent provided 1 appropriation Acts.

er subsection (a) for any fiscal

TED.—MNo fees collected under subsection (a) shall be
revenue of the Treasury.

“(2) GENERAL REVE
deposited and credi

“(d) Lapse of Ap
enacted on the firs
section at the rates in

=[f a regular appropriation to the Commussion has not been
2al year, the Commission shall continue to collect fees under this
n September 30 of the preceding fiscal year.

“{e) Limtations.—

*(1) LEVERAGED, MARGINED, OR FINANCED TRANSACTIONS.—Nothing in this section
authonzes the imposition of fees on a registered entity relating to leveraged, margined, or
financed transactions under this Act, including those activities relating to digital assets.

*(2) OTHER APPROPRIATIONS.—Notwithstanding any other provision of law, the
Commission may use appropriations otherwise made available by law to fund expenses
relating to the regulation of digital asset cash and spot markets.

*(f) Ceiling on Fees.—Unless otherwise provided by law, fees collected under this section
shall not exceed $30.000,000.

*(g) Authonzation Required.—The authonty under this section to impose and collect fees
shall only be in effect during a period that a legislative authonization of the Commuission is in
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effect, as otherwise provided by law.”.

TITLE V—RESPONSIBLE CONSUMER PROTECTION
SEC. 501. RESPONSIBLE CONSUMER PROTECTION.

Chapter 98 of title 31, United States Code. as added by section 101(a) of this Act, 15 amended
by adding at the end the following:

“9802. Consumer protection standards for digital assets

“{a) In General.—A person or protocol that provides digital asset services shall ensure that the
scope of permissible transactions that may be undertaken with customer digital assets is
disclosed clearly in a customer agreement.

“(b) Notice.—A person who provides digital asset services shall mlc clear notice to each
customer, and require acknowledgment, of the following:

*(1) Prior to the implementation of any updates, maten
relating to digital assets, except in emergencies, which m

*(2) Whether customer digital assets are segregayfd frofyo
manner of segregation.

€ version changes
security vulnerabilities.

T customer assets and the

“(3) How the assets of the customer wouldibe in a bankruptey or insolvency
scenario and the risks of loss.

“(4) The time period and manner 1 person 1s obligated to return the digital

asset of the customer upon the st o customer.
“(5) Applicable fees. Rﬂv
*(6) The dispute resoluts of the person.

*{c) Subsidiary Proceeds.

*(1) DEFINITIONS. 15 subsection:

ARYPROCEEDS.—The term “subsidiary proceeds’ includes forks,
1 d other gains that accrue to a digital asset through market
fransactions, as a financial asset, or being held in custody or safekeeping by a
person who provides digital asset services.

*(B) TERMS OF SERVICE.—The term “apreement’ includes the standard terms of
service of the person who provides digital asset services.

“(2) ACCRUAL TO CUSTOMER.—Except as otherwise specified by an agreement with a
customer, all ancillary or subsidiary proceeds relating to digital asset services provided to a
customer shall accrue to the benefit of the customer in accordance with paragraph (3).

“{3) ELECTION.—A person who provides digital asset services may elect not to collect
certain subsidiary proceeds if the election is disclosed in an agreement with the customer.

“(4) WITHDRAWAL.—A customer may withdraw digital assets in a method that permits
the collection of the subsidiary proceeds.
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“{5) AGREEMENT.—A person who provides digital asset services shall enter into an
agreement with a customer, 1f desired by the customer, regarding the manner 1n which to
invest subsidiary proceeds or other gains attributable to the digital assets of the customer.

“{d) Lending Arrangements.—A person who provides digital asset services shall ensure any
lending arrangements relating to digital assets are—

“{1) clearly disclosed to customers before any lending services take place;
“(2) subject to the affirmative consent of the customer;
“(3) fully enforceable as a matter of commercial law;

“{4) accompanied by full disclosures of applicable terms and risks, vield, and the manner
in which the yield 1s calculated:

“{5) accompanied by appropriate disclosures relating to collateral requirements and
policies, including—

“(A) haircuts and overcollateralization requirements
“(B) collateral the person accepts when a.,allmg fo collateral from a

customer, including collateral substitution;

*(C) whether customer collateral 1s c:nnuﬂin | the collateral of other
customers or of the person; and
“(D) how customer collateral is 1 . ang®whether the yield belongs to the

customer or to the person;
*(6) accompanied by disclosureg of

including—

-to-market and monitoring arrangements,

“(A) the frequency

of a failure er the period of time 1n which the customer must cure the failure to
deliver before The customer’s position is closed: and

“(7) compliant with all applicable Federal and State laws.
“{e) Rehypothecation.—

“(1) DEFNITION.—In this subsection, the term ‘rehypothecation’ means the pledging of
an asset as collateral for a financial transaction by a person afier the pledging of the asset as
collateral by a customer of that person.

“(2) REHYPOTHECATION.—Before rehypothecating a digital asset, a person who provides
digital asset services to a customer shall clearly disclose policies on rehypothecation to
customers, including a clear definition of rehypothecation that is accessible to consumers.
The person who provides digital asset services to a customer shall obtain affirmative
consent and consider the following factors to appropriately mitigate nsk relating to
rehypothecation:
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*{A) The liquidity and volatility of a digital asset.
“{B) Past failures to deliver a particular digital asset.
*{C) Concentration risk.

*(D) Whether an 1ssuer or lender of last resort relating to a digital asset exists,
including for virtual currency with a finite supply.

“(E) The capital, leverape and market position of the person.

“(F) The legal obligations of the person to customers and other persons in the market
who provide digital asset services.”.

SEC. 502. SOURCE CODE VERSION OF DIGITAL ASSETS.

Chapter 98 of title 31, United States Code, as amended by section 501 of this Aet, is amended
by adding at the end the following:

“9803. Source code version of digital assejd

“{a) In General —A customer and a person who provideg dio M services shall, at the
initiation of a contractual relationship, agree in wnting rgf source code version the
person will use for each digital asset and the treatme et under the law, including
securities and commodities laws and the Uniform ode applicable to the
transaction.

“{b) Determination.—A person who pro @ 1ol asset services—

*{ 1) may periodically determing whe(Ng
validation rules different than thos
agreement, including in circ
utilization of the different

“{2) shall consider the
effects resulting fr i
resulting in newgfetw,

to implement a source code version that uses
source code version specified in a customer
where 15 not possible to predict in advance whether
version will be in the best interests of the customer;

proposed changes to source code versions with potential
v actors that may create different source code versions
t could create economic value for customers:

“(3) shall not%# reggiired to support digital assets and source code versions that the
person has not en into an agreement with customers to support; and

“(4) shall not capriciously redefine a digital asset or the corresponding source code or
alter customer agreements with respect to this subsection.

“({c) Standards.—A person who provides digital asset services—

“(1) shall adopt and maintain standards for changes to digital asset source code versions
that use differing validation rules than those of the source code version specified in the
customer agreement, which shall include customer notice and approval, as appropriate
based on the circumstances; and

*(2) may specify differing standards based on source code changes which occur as the
result of emergencies, including security vulnerabilities.”™.

SEC. 503. SETTLEMENT FINALITY.
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Chapter 98 of title 31, United States Code, as amended by section 302 of this Act, is amended
by adding at the end the following:

“0804. Settlement finality

“To promote legal certainty and customer protection, a person who provides digital asset
services and a customer shall agree on the terms of settlement finality for all transactions,
including the following:

*{1) The conditions under which a digital asset may be deemed fully transferred,
provided that these legal conditions may diverge from operational conditions under which
digital assets are considered transferred, owing to the distributed and probabilistic nature of
digital assets.

“(2) The exact moment of transfer of a digital asset.

“(3) The discharge of any obligations upon transfer of a digigs

“(4) Conformity to applicable provisions of the Unifo

SEC. 504. NOTICE TO CUSTOMER FORCEMENT.

Chapter 98 of title 31, United States Code, as amende @ 1on 303 of thus Act, 1s amended
by adding at the end the following:
“0805. Notice to customers; e @nt
*(a) In General.—In providing disclosu e
person who provides digital asset serviggs in 8gaffecting interstate commerce shall have a duty

to provide higher standards of custome @ afid acknowledgment if there 15 likely to be a
material impact on the economic ofthe digital asset of a customer.

*(b) Enforcement of Stan

*( 1) shall be enfi
protection stan

“(A)1 a digital asset intermediary, by the Federal or State licensing,
registration ering authonty of the intermediary; and

“(B) in the case of a depository institution or other financial institution, by the
appropriate State or Federal banking supervisor.

SEC. 505. RIGHT TO INDIVIDUAL MANAGEMENT OF
DIGITAL ASSETS.

Chapter 98 of title 31, United States Code, as amended by section 304 of this Act, 1s amended
by adding at the end the following:

“9806. Right to individual management of digital assets

“(a) In General.—Except as otherwise required by law, no person shall be required to use an
intermediary for the safekeeping of digital assets legally owned, and possessed or controlled, by
that person.
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“{b) Rule of Construction—This section shall not be construed to—

“(1) permit a person to engage in market activity for which authorization 1s required
under Federal or State law: or

*(2) restrict a person from freely entering into an agreement for digital asset services with
a third party.”.

SEC. 506. TECHNICAL AND CONFORMING
AMENDMENTS.

The table of sections of chapter 98, as added by section 101(a) of this Act, 1s amended by
adding at the end the following:

0802, Consumer protection standards for digital assets.
“0803. Source code version of digital assets.

“0804. Settlement finality.

*“0R805. Notice to customers; enforcement.

“0806. Right to individual management of digital assets.

TITLE VI-—RESPONSIBLE PA INNOVATION

SEC. 601. DEPOSITORY IN ON ISSUANCE OF
PAYMENT STABLECOIN

New 12 USC 4810:

“4810. DEPOSITO
PAYMENT STAB

ITUTION ISSUANCE OF
S.

*(a) In General.—Adde institution may issue, redeem and conduct all incidental
activities relating t ent Mablecoins, as provided by this section.
“(b) Required Pay tablecoin Assets.—A depository institution shall maintain high-

quality liquid assets under this section equal to not less than 100 percent of the face amount of
the habilities of the institution on payment stablecoins 1ssued by the institution. In the case of an
insured depository institution described in subsection (m)(1 W A) that engages in on-balance sheet
lending activities, assets under this subsection shall equal not less than 100 percent of the face
amount of the labilities of the institution on payment stablecoins issued by the institution and the
assets shall be held in balances at a Federal Reserve bank, which may include a segregated
balance account, or, in the case of foreign withdrawable reserves, at a foreign central bank, in a
special, custodial or trust account, other off-balance sheet account, or in another equivalent
manner that ensures the segregation of the assets in the event of recervership. An insured
depository mnstitution may segregate the 1ssuance and management of payment stablecoins into a
separate depository institution affihate under the same holding company structure. Eligible high-
quality iquid assets under this section shall be comprised of the following:

*(1) United States comns and currency and any other instrument defined as legal tender (as
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defined by 31 U.S.C. 5103);

*(2) Demand deposits at a depository institution, except that deposits in an insured
depository institution shall not exceed the limit of deposit or share insurance available for
that account, which may passthrough insurance, or shall be maintained in a special,
custodial or trust account or other off-balance sheet account held by the insured depository
institution;

*(3) Balances held at a Federal Reserve bank, which may be held in a master account or
segregated balance account.

“(4) Foreign withdrawable reserves, as defined in 12 C.F.R. 249 .3, consistent with any
foreign unit of account in which the payment stablecoin 1s denominated or pegged.

“(5) A security that 1s 1ssued by, or unconditionally guaranteed as to the timely payment
of principal and interest by, the Department of the Treasury, with gg original maturity of 1-

year or less.
“{6) A reserve repurchase agreement relating to a securigspe vy paragraph (5);
“(7) Any other high-quality, hiquid asset determined to nsigtent with safe and sound
banking practices, as determined by the appropriate ing agency or State

banking supervisor.

“(c) Disclosures.—A depository institution shallthsclesc ™ a publicly accessible manner, a
summary description of the assets backing the pavpent stblecoin, the value of these assets and
the number of outstanding payment stablecay 0 than 10 business days after the end of
each month, as of the last day of that mont lanation shall be filed with the appropriate
Federal banking agency or State banki jsor and shall be filed under penalty of perjury
by the chief financial officer of the inst ¢ depository institution shall also report on the
summary description any instan which the instutution failed to comply with any
requirement of subsection (b e, the appropriate Federal banking agency or State
banking supervisor shall, as p ular examination of the depository institution, at the
frequency otherwise req , verify the composition of the assets and the accuracy of the
summary descripiio this subsection and reports under subsection (d).

*(d) Call Report. applicable, the appropriate Federal banking agency or State banking
supervisor shall requi epository mstitution that 1ssues a payment stablecoin to report. in
detail, on the composition of the assets in each periodic report of condition, or in an alternative
format approved by the Federal Financial Institutions Examination Council, at the frequency
otherwise required by law.

*“(e) Permission.—A depository institution shall, as applicable, obtain permission from the
appropriate Federal banking agency or State bank supervisor, with an application submitted not
less than 6 months before intended issuance of the payment stablecoin, but which may be
submitted as part of a charter application. As part of an application under this section, a
depository institution shall develop a tailored recovery and resolution plan, consistent with the
standards adopted under subsection (j)(6), that would permit the orderly resumption of a safe and
sound operation or the orderly wind-down of operations in the event of distress, including the
redemption of all outstanding payment stablecoins. The application shall also contain a draft
customer agreement, flow of funds explanation, a robust information technology plan and
operational design of the payment stablecoin. As applicable, the appropriate Federal banking
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agency or State banking supervisor shall render a decision on the application within 4 months of
the date of filing, and shall approve the application unless:

“(1) The payment stablecoin activities are not likely to be able to operate in a safe and
sound manner;

“(2) The depository institution does not have the required resources and expertise to
manage the operation of the payment stablecoin, commensurate with the size and scale of
projected operations; or

*(3) The depository institution does not have required policies and procedures relating to
material areas of the operation of the payment stablecoin activities.

“(f) Redemption of Payment Stablecoins.—Upon the demand of a customer, a depository
institution shall redeem an outstanding payment stablecoin at par in the coins, currency or other
instruments defined as legal tender under 31 USC 5103 or the simalar lgws of the jurisdiction of
the unmit of account in which the payment stablecoin 1s denominated g Which its value 1s
pegged. A depository institution may redeem a payment stablecog ¥ another depository
Fierve System, through
of payment stablecoin
ure competitive equality
tion shall also assess its ability
on the market value of the

in all clearing, settlement and related services. A deposi
to fulfill large redemptions without placing down
payment stablecoin.

“(g) Collateral Availability in the Capita ts. ¢ appropriate Federal banking
agencies, in consultation with State bank s the Securities and Exchange Commission
and Commodity Futures Trading Comssgion®ghall monitor use of the high-quality liquid assets
authorized under subsection (b) and the n collateral availability and the efficient
functioning of the capital marke

“(h) Applicability of Gra iley Data Privacy Provisions.—Title V of the Gramm-
Leach-Bliley Act (12 U.SC. q.) shall apply to the payment stablecoin activities of a

depository institution tion.

“(1) Receivershi ty.—%In the event of the receivership of a depository institution that has
issued a payment sta g under this section, a person that has a valid claim on a payment
stablecoin 1ssued by thaMMnstitution shall have priority over all other claims on the institution
with respect to any required payment stablecoin assets, including claims in respect of insured
deposits, other than administrative costs incurred by the appropriate Federal banking agency or
State banking supervisor, as applicable, relating to the receivership of the institution, if
applicable. Consistent with subsection (f) of this section, a depository institution which redeems
a payment stablecoin 1ssued by a depository institution in receivership shall be considered to
have a valid claim, with corresponding priority under this subsection, on a payment stablecoin
issued by the institution in receivership.

“(j) Incidental Activities.—A depository institution may conduct all incidental activities
relating to the 1ssuance and redemption of payment stablecoins, which shall include the
following:

(1) Management of required payment stablecoin assets, consistent with subsection (b)
of this section;
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(2) Making a market in payment stablecoins;

(3) Custodial services:

(4) Settlement and clearing;

(5) Post-trade services: and

(6) All other activities consistent with a safe and sound operation, as determined by
the appropriate Federal banking agency or State banking supervisor.

(k) Rules.—

(1) The appropriate Federal banking agencies, in consultation with State banking
supervisors, shall adopt rules to implement this section, including—

“{A) capital treatment for depository institutions described in subsection (m)(1),
consistent with paragraph (2);

“(B) liquidity, leverage, and interest rate risk;
*(C) third-party service provider activilies—
“(1) including custodial wallet providers; and
“(11) not including licensing or capital requiregasgts

&

0N technology risk management;

-party service providers;

*(D) management practices with respect to requi enit stablecoin assets;

“(E) appropriate operational, compliance &

“(F) tailored recovery and resolution stagd3

@

required payment stablecoin assets under this
section, such a depository nstit a[&not be subject to section 171 of the Dodd-Frank Wall
Street Reform and Consumer, Act (12 USC 5371) and the appropriate Federal banking

agencies shall take into acco mghuficant differences between the risks of the assets of the

ting to payment stablecoins: and
“{G) any other material topic.

(2) In determining capital
institution that has no material assets ot

consumer loans.

*(1) Non-Deposi tion Payment Stablecoin lssuers.—Nothing 1n this section shall be
construed to prohibit tity operating under a state or Federal charter or license that is not a
depository institution from issuing and redeeming a payment stablecoin and conducting all
activities related to the management of such payment stablecoin consistent with a safe and sound
operation, as determined by the appropriate regulator of the entity. The entity shall be subject to
the requirements of subsections (b) and (¢) of this section and shall redeem an outstanding payment
stablecoin at par in the coins, currency or other instruments defined as legal tender under 31 USC
5103 or the similar laws of the jurisdiction of the unit of account in which the payment stablecoin
1% denominated or to which its value 1s pegged.

*(m) Definitions.—In this section:

*( 1) DEPOSITORY INSTITUTION.—The term “depository institution” has the meaning given
the term in section 19(b)(1) of the Federal Reserve Act (12 U.S.C. 461(b)1)) and
includes—

“(A) an mnsured depository institution; or
46
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“(B) a depository institution operating under subsection (c) of section 3169 of the
Revised Statutes (12 U.S.C. 27), or a substantially similar State law, exclusively
engaged in 1ssuing payment stablecoins, providing safekeeping, trust or custodial
services, or activities incidental to the foregoing under subsection (c¢) of section 5169
of the Revised Statutes (12 U.S5.C. 27), or a substantially similar State law.

“(2) PAYMENT STABLECOIN.—The term “payment stablecoin’ has the meaning given the
term in section 9801 of title 31, United States Code.”.

“(3) SEGREGATED BALANCE ACCOUNT,—The term “segregated balance account’ includes
an account of a depository institution with a Federal Reserve bank or a foreign central bank
to which only required payment stablecoin assets are credited.

SEC. 602. SANCTIONS COMPLIANCE RESPONSIBILITIES
OF PAYMENT STABLECOIN ISSUERS.

Not later than 120 days after the date of the enactment of this =@retary of the
Treasury shall adopt final gmdance clanfying the sanctions ¢ ' gponsibilities and

SEC. 603. USE OF THE OFFICI
OF THE PEOPLE’S REPUBLI
GOVERNMENT DEVICE

(a) Definitions.—In this section—

(1) the term “digital yuan" gmeanfghie olficial central bank digital currency of the People’s
Republic of China; %‘
¢

(2) the term “executiv
41. United States Cdilg:

as the meaning given that term in section 133 of utle

on technology™ has the meaning given that term in section 11101
ode.

(b) Use of Digital Y U8.—Not later than 60 days after the date of enactment of this Act, the
Dhrector of the Office of Management and Budget. in consultation with the Administrator of
General Services, the Director of the Cybersecurity and Infrastructure Secunty Agency, the
Dhirector of National Intelligence, and the Secretary of Defense, and consistent with the
information security requirements under subchapter 11 of chapter 35 of title 44, United States
Code, shall develop standards and guidelines for executive agencies which require adequate
security measures for use of the digital yuan on government information technology devices.

SEC. 604. CERTIFICATE OF AUTHORITY TO COMMENCE
BANKING.
Section 5169 of the Revised Statutes (12 U.5.C. 27) 1s amended—

(1) in subsection (a), in the third sentence, by striking “to those of a trust company and
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activities related thereto.” and inserting the following: “to—
“(1) those of a trust company and fiduciary activities related thereto; or

“(2) those of a depository institution required to maintain assets valued at not less than
100 percent of the deposits of the institution, for the purposes of 1ssung a payment
stablecoin (as defined in section 9801, utle 31, Umited States Code) and activities related
thereto, consistent with subsection (c) of this section and without the requirement to
maintain deposit insurance under the Federal Depaosit Insurance Act (12 U.S.C. 1811 et
seqg.)."; and

{2) by adding at the end the following:

“(c){ 1) Notwithstanding any other provision of law, a National Bank Association described in
subsection (a)(2) may not engage in maturity transformation or facilitate consumer lending
through third parties.

*(2) Restrictions on affiliate transactions applicable for insured dég institutions shall

apply to such depository institutions.
*(3) The Comptroller of the Currency, in close consultation Wl thegdloard of Governors of
the Federal Reserve System and State banking supervisog s op the following:
“(A) A simplified capital framework, taking j nth& following factors:
“(1) Payment system risk.
“(11) The greater of—

“(B) Appropnate standag depository institution to develop a community
contribution plan, whic e consumer education, financial hiteracy, charitable
donations, volunteerism, g and internships or similar involvement.

(C) A tailo resolution plan that would permit the orderly resumption of
a safe and sou or the orderly wind-down of operations relating to a payment

“(D) Tailored holding company supervision, as specified by section 15 of the Bank
Holding Company Act of 1956,

“(4) In designing the simplified capital framework required by subsection (¢)3)(A). the
Comptroller of the Currency:

{A)  shall not subject depository institutions to the standards of section 171 of the Dodd-
Frank Wall Street Reform and Consumer Protection Act (12 USC 5371); and

(B)  shall take into account the sigmificant differences between the risks of the assets of

the institution and those of depository institutions whose assets consist primanly of commercial or
consumer loans.

*{d) The Comptroller of the Currency may promulgate rules to carry out this section.™.

SEC. 605. HOLDING COMPANY SUPERVISION OF
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COVERED DEPOSITORY INSTITUTIONS.
The Bank Holding Company Actof 1956 (12 U.5.C. 1841 et seq.) 1s amended—
(1) 1n section 2{c) (12 U.5.C. 1841(c)), strike paragraph (2) and insert the following:

*(2) EXCEPTIONS.—The term *bank” does not include a covered depository institution
subject to tailored holding company supervision under section 15.”; and

(2) by adding at the end the following:

“SEC. 15. TAILORED HOLDING COMPANY
SUPERVISION FOR COVERED DEPOSITORY

INSTITUTIONS.
Q king supervisor’

“fa) Definitions.—In this section:
sor.#h the case of a State
e

ral Deposit Insurance

“(1) APPROPRIATE BANKING SUPERVISOR.—The term *ap
means the Comptroller of the Currency, a State banking

member bank, the Board, or in the case of an insured
Corporation, as applicable.

*(2) CONTROLLING INTEREST.—The term ‘¢ rest’ means a circumsiance
when a person, directly or indirectly, or acti or in concert with 1 or more persons-

“(A) owns, controls, or has the
voting securities of a covered de

23 percent or more of any class of
titution:

“(B) controls in any mann
depository institution; or
*(C) has the pow
policies of the cov

ion of a majority of the directors of the covered

a controlling influence over the management or
ory institution.

“(3) COVERED D
means a deposi 1
the Bank Hol

STITUTION.—The term *covered depository institution’

n, other than a depository institution as defined in section 3 of
y Act (12 USC 1842) or an insured depository institution as
defined in sectio he Federal Deposit Insurance Act (12 USC 1813), exclusively
engaged in 1ssuing payment stablecoins, providing safekeeping, trust or custodial services,
or activities incidental to the foregoing under subsection (c¢) of section 5169 of the Revised
Statutes (12 U.5.C. 27), or a substantially similar State law.

“(b) Controlling Interest.—A person with a controlling interest in a covered depository
institution shall—

“{ 1) submuit annual audited financial statements and other information as otherwise
reasonably required by the appropriate banking supervisor; and

*(2) provide a description of all affiliated or parent entities and their relationships with
the institution, including annual updates.

*(c) Tax Allocation Agreement.—The appropriate banking supervisor may require a legal
entity with a controlling interest in a covered depository institution to execute a tax allocation
agreement with the institution that—
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“( 1) expressly states that an agency relationship exists between the person and the
institution with respect to tax assets generated by the institution, and that the assets are held
in trust by the person for the benefit of the institution and will be promptly rematted to the
mnsitution; and

*(2) may provide that the amount and timing of any payments or refunds to the institution
by the person should be no less favorable than if the institution were a separate taxpayer.

*(d) Prohibition on Controlling Interests.—A person that is a commercial firm, as defined in
section 602 of the Bank and Savings Association Holding Company and Depository Institution
Regulatory Improvements Act of 2010 (12 U.S.C. 1815 note). may not obtain a controlling
interest in a covered depository institution.

“(e) Public Interest.—If the appropriate banking supervisor finds that it 1s in the public interest
and has reasonable cause to believe it 1s necessary to protect the customers of a covered
depository institution, the supervisor may—

*{ 1) conduct an examination of a legal entity with a conirg
depository institution or otherwise require information frg

*(2) require a person with a controlling interest in g
divest or sever their relationship with the institutior

soundness.”.
SEC. 606. IMPLEMENTATION S TO PRESERVE
ADEQUATE COI\.{PETITH€ F YMENT
STABLECOINS.
(a) In General.—The applicatiogeg a Rh- epository trust company or the holder of a State

license that only persons engagg @ (4l asset activities may obtain, which was chartered or
issued under the laws of a Stafg o ?g-‘ ational Bank Act before the date of enactment of this
Act, to recerve a charter as a I8y instutution and to operate under subsection (c) of section
5169 of the Revised S5 -5.C. 27), as added by section 6(4 of this Act, shall be
decided upon by thglo er of the Currency before an application for a charter to operate
under that section er entity that is filed on or after the date of enactment of this Act.

(b) Application.—Th lication of a covered depository institution, as defined in section
15(a) of the Bank Holding Company Act of 1956 (12 U.5.C. 1853(a)), chartered before the date
of enactment of this Act to become a State member bank in the Federal Reserve System or for
access to Federal Reserve services under section 1 1A of the Federal Reserve Act (12 US.C.
248a) shall be decided upon by the Board of Govemnors of the Federal Reserve System, or a
Federal Reserve bank, as applicable, before any application to become a State member bank or
for Federal Reserve services from any other entity which seeks to operate as a covered
depository mstitution and which is filed on or after the date of enactment of this Act.

(c) Decision.—The applhications described in subsections (a) and (b) of this section shall be
decided upon by the appropriate Federal banking agency (as defined in section 3 of the Federal
Deposit Insurance Act (12 U.S.C. 1813) or Federal Reserve bank, as applicable, before an
insured depository institution 1n operation before the enactment date of this Act may 1ssue a
payment stablecoin under section 601 of this Act.
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SEC. 607. FINANCIAL CRIMES ENFORCEMENT

NETWORK INNOVATION LABORATORY.
Section 310 of title 31, United States Code, 1s amended by adding at the end the following:

“(m) Innovation Laboratory.—

“( 1) IN GENERAL.—There 15 established within the Financial Crimes Enforcement
Network an Innovation Laboratory to promote regulatory dialogue, data sharing between
the Financial Crimes Enforcement Network and financial companies, and an assessment of
potential changes in law, rules, or policies to facilitate the appropriate supervision of
financial technology and the laws under the jurisdiction of the agency.

*(2) CHIEF INNOVATION OFFICER.—The innovation officer appointed under section 6208
of the Anti-Money Laundering Act of 2020 (31 U.S.C. 5311 note) by the Director of the

Financial Crimes Enforcement Network shall manage the Innoyé aboratory.

changes in
cretary, and the
more effectively
the laws under the

financial technology and make recommendations to Con
Dhrector for appropriate changes in laws, rules, or polees
facilitate the supervision of financial technology wi
jurisdiction of the Financial Crimes Enforcem
distributed ledger technology and decentrali

projecis with financial companies to
technology, consistent with applicable [

TITLE VII—RESPO ANKING INNOVATION

SEC. 701. STUDY OF DISTRIBUTED LEDGER
TECHNOLOG DUCTION OF RISK IN
DEPOSITO TUTIONS.

Not later than | er the date of enactment of this Act, the Board of Governors of the
Federal Reserve Syste Il complete a study and submit to the Commuittee on Housing,
Banking, and Urban Affairs of the Senate and the Committee on Financial Services of the House
of Representatives a report regarding the manner in which distributed ledger technology may
reduce risk for depository institutions, as defined in section 19(b){1) of the Federal Reserve Act
(12 U.S5.C. 461(b) 1)), including settlement risk, operational risk and capital requirements.

SEC. 702. ELIGIBILITY FOR FEDERAL RESERVE
SERVICES TO DEPOSITORY INSTITUTIONS.

(a) Findings.—Congress finds the following:

(1) Final settlement of transactions in central bank money reduces risk in the financial
system, mcluding through the reduction of counterparty exposure.

(2) Digital assets settle with finality in seconds or minutes, whereas traditional financial
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transactions may take days to settle.

(3) This mismatch in the settlement window of digital assets and traditional financial
assets creates risk in the economy that may be reduced through the ability of depository
institutions to simultaneously conduct digital asset transactions and settle, with finality, the
United States dollar component of these transactions.

(4) The Federal Reserve Act specifies that a depository institution, as defined in section
19(b)(1) of that Act (12 U.5.C. 461(b){ 1)), upon receiving a charter from the Office of the
Comptroller of the Currency, National Credit Union Administration or state banking
supervisor, is required to be made available services from Federal Reserve banks under the
Federal Reserve Act (12 USC 248a). including currency and coin services, wire transfer
services, automated clearinghouse services and settlement services.

(5) Numerous Federal courts have found that the provision of services to depository
institutions under section 11 A of the Federal Reserve Act (12 U S 48a) 15 a ministerial
duty imposed by Congress with respect to all depository institd Q

Federal Reserve Act to mean that the Federal Reserve ban
depository institutions, noting that it has a duty “to g - vision of payment services
to all depository institutions on an equitable basis, afyd 50 in an atmosphere of

competitive fairness™.

(7) The Federal Reserve banks have, o
non-FDIC insured institutions without

(8) Certain novel legal positions that ict with or frustrate these precedents are not in
the best traditions of the Federal t, our dual banking system, and the imperatives
of Congress.

(9) The statutory indeger ; Board of Governors and the Federal Reserve banks
under the Constitution o ]
enacted by Congre

(10} It 1s ap rigt ongress to reaffirm 1ts existing statutory intent to ensure that all
depository ins nsgmay access services under the Federal Reserve Act “on an equitable
basis, and to do s0y atmosphere of competitive fairness™.

(b) Pricing of Services.—Section 1 1 A of the Federal Reserve Act (12 U.S.C. 248a) 1s
amended by adding at the end the following:

“(f) The Federal Reserve banks shall provide a segregated balance account to a depository
institution upon the request of any institution which receives services under this section.”.

(c) Deposits; Exchange and Collection: Member and Nonmember Banks or Other Depository
Institutions; Charges.—Section 13 of the Federal Reserve Act (12 U.S.C. 342) is amended to
read as follows:

“(1) “Any Federal Reserve bank shall receive from any of its member banks or other
depository institutions, and from the United States, deposits of current funds in lawful
money, national-bank notes. Federal reserve notes, or checks, and drafts, payable upon
presentation or other items, and also, for collection, maturing notes and balls; or, solely for
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purposes of exchange or of collection, shall receive from other Federal Reserve banks
deposits of current funds in lawful money, national-bank notes, or checks upon other
Federal Reserve banks, and checks and drafis, payable upon presentation within its district
or other items, and maturing notes and bills payable within its district; or, solely for the
purposes of exchange or of collection, shall receive from any non-member bank or trust
company or other depository institution deposits of current funds in lawful money, national-
bank notes, Federal reserve notes, checks and drafis payable upon presentation or other
items, or maturing notes and bills: Provided, Such nonmember bank or trust company or
other depository institutions maintains with the Federal Reserve bank of its district a
balance in such amount as the Board determines taking into account items 1n transit,
services provided by the Federal Reserve bank, and other factors as the Board may deem
appropriate: Provided further, That nothing in this or any other section of this Act shall be
construed as prohibiting a member or nonmember bank or other depository institution from
making reasonable charges, to be determined and regulated by thgddoard of Governors, but
in no case to exceed 10 cents per $100 or fraction thereof, base
drafts presented at any one time, for collection or payment
remission therefor by exchange or otherwise; but no suc
Federal Reserve banks.”.

ct, the Board of Governors of the

Not later than 2 years after the date of enactm
; ing routing transit numbers to

Federal Reserve System shall assume responsyaali
depository institutions for all purposes relag

required to be made available to all depositc
Reserve Act (12 U.S.C. 248a).

SEC. 704. CLARIFY. PLICATION REVIEW TIMES
WITH RESPECT FEDERAL BANKING AGENCIES.

Section 343 of the Ri ity Development and Regulatory Improvement Act of 1994
(12 U.S.C. 4807) 1s triking subsection (a) and inserting the following:

“(a) Final Action.

fitions under section 1 1A of the Federal

*( 1) DEFINITION.®In this subsection, the term ‘completed application™—

“(A) means the information requested by the Federal banking agency at the outset of
an application through application forms or similar means; and

“(B) does not include supplemental information requested by the agency after filing
of an application.

“(2) AcmioN.—Each Federal banking agency, including Federal Reserve banks, shall take
final action on any application to the agency before the end of the 1-year period beginning
on the date on which a completed application is received by the agency.

*“(b) Report.—Each Federal banking agency, including the Federal Reserve banks, shall
annually report to Congress a list of the applications that have been pending for @ months or
longer since the date of the imtial application filed by an applicant. Such list—
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(1) shall disclose the reason why the application has not yet been approved or denied by
the Federal banking agency; and

*(2) shall not contain confidential supervisory information.™.

SEC. 705. EXAMINATION STANDARDS FOR DIGITAL
ASSET ACTIVITIES.

(a) In General—Not later than 18 months after the date of enactment of this Act. the Federal
Financial Institutions Examination Council, in consultation with the Financial Crimes
Enforcement Network, shall publish final gmdance and examiner handbooks for depository
institutions, as defined 1n section 19{b)(1) of the Federal Reserve Act (12 U.S.C. 461(b)(1)). on
the following topics related to digital assets:

(1) Anti-money laundering, customer identification, beneficial
compliance, including with respect to payment stablecoin activj
defined in section 9802(c) of title 31, United States Code).

(2) Custody.

(3) Fiduciary and capital markets activities.

(4) Information technology standards.

(5) Payment system risk. O

(6) Consumer protection.

(b} Final Gumidance. —MNot later than 18 r the date of enactment of this Act,

Securities and Exchange Commuission odity Futures Trading Commuission, in
consultation with the Financial Crigges re®ment Network, shall publish final guidance and

examiner handbooks relating to t intermediaries regarding the topics described 1n
paragraphs (1) and (4) of su

SEC. 706. ASS ODY FOR DEPOSITORY
INSTITUTI CERTAIN OTHER ENTITIES.
(a) Findings.—Co : ds the following:

(1) The laws surrounding custody of financial assets 1s largely customary, uncodified, and
poorly understood.

nership, and sanctions
subsidiary value (as

(2) Lack of umformity amongst various jurisdictions’ laws relating to custody has largely
not been addressed by regulators, can contributie to risk, and i1s producing uncertainty for
innovators.

(3) Codifying basic prineiples around custody of financial assets will reduce systemic
risk, clearly define the rights and duties of both custodian and customer, and contnibute to a
more uniform and effective banking system.

(b) Definition.—In this section, the term “custody™ means the safekeeping, servicing and
management of customer financial assets, including currency, secunties and commodities, on an
off-balance sheet basis,
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(c¢) Custody.—

(1) IN GENERAL.—Except as provided in paragraph (2), custody of financial assets is
accomplished by a bailment and established by a written customer agreement. Custody shall
not be a fiduciary or trust activity unless the custodian is providing substantial discretionary
services with respect to an account, including through investment advice or investment
discretion, and the custodian owes a customer a higher standard of care or duty with respect
to the customer of that account.

(2) EXCEPTION.—A custodian and customer may establish a legal relationship other than
a bailment pursuant to a written customer agreement.

(d) Proper Documentation.—A custodial account shall be properly documented in a customer
agreement, with a clearly defined legal relationship between the custodian and customer.
Custodial assets shall be properly identified and segregated from the assets of the custodian, with
proper documentation of asset segregation.

under this section
Fii-balance sheet basis,

(e) Not Assets or Liabilities.—Assets properly held in a custoda
are not assets or liabilities of the custodian and shall be maintay
including for the purpose of accounting treatment for the cust
custodian, notwithstanding the form in which the assets g

(f) Applicability.—This section shall apply to depgs tions, as defined in section
19(b) 1) of the Federal Reserve Act (12 U.5.C. 46#1b and non-depository trust companies
chartered under section 5169 of the Revised Stgiutys ( S0 2T

SEC. 707. REPUTATION QUIREMENTS FOR
QUESTS AND ORDERS.

deral banking agency may not formally or informally
erminate a specific customer account or group of
iz a valid reason for such request or order, consistent with

request or order a depository j
customer accounts unless the

subsections (b) and (c).

{(b) No Restrictio riate Federal banking agency shall not restrict or discourage a
depository instituti m gmtering into or maintaining a banking relationship with a specific
customer or group of ers based on reputation risk, including through the examinations and

ratings of the depository institution.

(c) Treatment of National Security Threats.—If an appropriate Federal banking agency

believes a specific customer or group of customers is, or acting as a conduit for, an entity
which—

(1) poses a threat to national security;
{2) 1s involved in terrorist financing;

{3) 1s an agency of the Government of Iran, North Korea, Syria, or any country listed
from time to time on the State Sponsors of Terrorism list;

(4) 1s located in, or is subject to the jurisdiction of, any country specified in paragraph
(3): or
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1 (5) does business with any entity described in paragraph (3) or (4), unless the appropriate
2 Federal banking agency determines that the customer or group of customers has used due
3 diligence to avoid doing business with that entity, such belief shall satisfy the requirement
4 under subsection (a).
5 {d) Notice Requirement.—
6 (1) IN GENERAL.—If an appropriate Federal banking agency formally requests or orders a
7 depository institution to terminate a specific customer account or a group of customer
8 accounts, the agency shall—
g (A) provide such request or order to the institution in writing; and
10 (B) accompany such request or order with a written justification for why such
11 termination 18 needed, including any specific laws or rules the agency believes are
12 being violated by the customer or group of customers.
13 (2) JUSTIFICATION REQUIREMENT.—Consistent with subsect e justification
14 described in paragraph (1)(B) may not be based on reputatjgh risky depository
15 institution.
16 (e) Customer Notice.—
17 (1) NOTICE REQUIRED.—Except as provided - Q ph (2) or as otherwise
18 prohibited from being disclosed by law, if an e I ederal banking agency orders a
19 depository institution to terminate a specific account or a group of customer
20 accounts, the depository institution s pecific customer or group of customers
21 of the justification for the customer’s ination described under subsection (b).
22 (2) NOTICE PROHIBITED.—
23 (A) NOTICE PROHIBI ES OF NATIONAL SECURITY —If an appropniate
24 Federal banking ag ¥ or orders a depository institution to terminate a
25 specific customer a group of customer accounts based on a belief that the
26 customer or ¢ a threat to national security, or are otherwise described
27 under sub neither the depository institution nor the appropriate Federal
28 banking inform the customer or customers of the justification for the
29 customer sSCcouflt termination.
30 (B) NOTICE PROHIBITED IN OTHER CASES.—If an appropnate Federal banking agency
31 determines that the notice required under paragraph (1) may interfere with an
32 authornzed criminal investigation, neither the depository institution nor the appropriate
33 Federal banking agency may inform the specific customer or group of customers of the
34 justification for the customer’s account termination.
35 (f) Reporting Requirement—Each appropriate Federal banking agency shall issue an annual
36 report to Congress stating—
37 (1) the aggregate number of specific customer accounts that the agency requested or
38 ordered a depository institution to terminate during the previous year; and
39 (2) the legal authority on which the agency relied in making such requests and orders and
40 the frequency on which the agency relied on each such authority.
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(g) Definitions—In this section:

(1) APPROPRIATE FEDERAL BANKING AGENCY.—The term “appropriate Federal banking
agency”’ means—

(A) the appropriate Federal banking apency, as defined in section 3 of the Federal
Deposit Insurance Act (12 U.S.C. 1813); and

(B) the National Credit Union Admimstration, in the case of an insured credit union.

(2) DEPOSITORY INSTITUTION.—The term “depository institution™ has the meaning given
the term in section 19(b){1) of the Federal Reserve Act (12 U.S.C. 461(b)} 1 ){A)).

SEC. 708. CONFORMING AMENDMENTS.

(a) Federal Deposit Insurance Act.—Section 12 of the Federal Deposit Insurance Act (12
U.S.C. 15822) 1s amended by adding at the end the following:

*“(g) Appointment of Receiver.—

“( 1) DEFINITION.—In this subsection, the term ‘cov
meanng given the term in section 15(a) of the Bank Hg

@ as recewver of a covered
e Bank Holding Company Act of

may not be charged deposit insurance
the Corporation may use the capital of the
costs of the receivership.

“(2) APPOINTMENT.— The Corporation may be ag

depository institution, as defined in section 15
1956.

“(3) PREMIUMS.—A covered deposit
premiums for the purpose of this sub
covered depository institution to fund

“(4) REGULATIONS.—The C
subsection, which shall—
“(A) be substant
depository instagt

y promulgate regulations to carry out this

ent with the rules for recervership of an insured

imited activities, capital, and the required tailored recovery and
covered depository institution.™.

(b) Federal Reserve — T he Federal Reserve Act (12 U.S.C. 221 et seq.) 1s amended—
(1) in section IYb)1HA) (12 US.C.461(bY L) A))—
(A) 1n clause (vi), by striking “and” at the end:
(B) in clause (vii), by striking the period at the end and inserting **; and™; and
(C) by adding at the end the following:

“(viii) a covered depository institution, as defined in section 15(a) of the Bank
Holding Company Act of 1956."; and

(2) in the first undesignated paragraph of section 9 (12 U.5.C. 321), in the first sentence,
by inserting “, covered depository institutions, as defined in section 15(a) of the Bank
Holding Company Act of 1956 (12 U.5.C. 1853(a)),” after “Plan banks".
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TITLE VIII-—RESPONSIBLE INTERAGENCY
COORDINATION

SEC. 801. TIMELINE FOR INTERPRETIVE GUIDANCE
ISSUED BY FEDERAL FINANCIAL AGENCIES;
INTERSTATE SANDBOX ACTIVITIES.

(a) In General —Title 31, United States Code, 13 amended by adding after chapter 98, as added
by section 101(a) of this Act, the following:

“CHAPTER 99—RESPONSIBLE INTERAGENCY
COORDINATION
“Sec.

“G901. Timeline for interpretive guidance 1ssues by Federal figgfici 1e5.

“0902. Interstate sandbox activities.
“9901. Timeline for interpretive guidsues by Federal
financial agencies

“{a) In General.—In this section:

“(1) FEDERAL FINANCIAL REGULATO erm ‘Federal financial regulator’ means—

“(A) Board of Governors ral Reserve System and the Federal Reserve
banks;

“(B) Commodi ing Commission;

“(C) Depa nt reasury;

Insurance Corporation;

sing Finance Agency;

“(F) Nation®¥ Credit Union Admumistration;
*(G) Office of the Comptroller of the Currency:
“*(H) Consumer Financial Protection Bureau; and
“(I) Securities and Exchange Commission.
*(2) REQUESTING PERSON,—The term ‘requesting person’—

“(A) means any entity that is required to be chartered, licensed, supervised or
registered by that agency; and

“(B) includes State agencies and self-regulatory organizations.
“(b) Response —Not later than 180 days after filing a wnitten request for individualized
interpretive guidance with respect to the application of a statute, rule or policy under the
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Jurisdiction of a Federal financial regulator, the agency shall provide a final, complete and
written response to the requesting person. This subsection shall not apply to requests for
guidance that the Federal financial regulator determine lack substance.

“(c) Other Matters.—With respect to matters delegated or otherwise under the jurisdiction of
self-regulatory orgamizations, including national securities exchanges, boards of trade, and
similar entities, the self-regulatory organization shall be subject to the same requirements as a
Federal financial regulator under this section.”.

SEC. 802. INTERSTATE SANDBOX ACTIVITIES.

(a) In General. —Chapter 99 of title 31, United States Code, as added by section 701 of this
Act, 15 amended by adding at the end the following:

“0002. Interstate sandbox activities
“{a) Defimtions.—In this section:

*(1) FEDERAL FINANCIAL REGULATOR.—The term °F a regulator’ means the
Federal agency described in section 9901(a)( 1) that woul cally exercise jurisdiction

over the product or service made available in the Stg i egulatory sandbox, or the
Department of the Treasury, in the case of a matter w in the jurisdiction of a State.
*(2) FINANCIAL COMPANY.—The term ‘fingficia Fany’ means a business enfity
primarily engaged in activities that are finandfal 1l n@ure, as described 1n section 4(k)(4) of
the Bank Holding Company Act of 19 el | 543(k)(4)).

means a State in which a financial company 1s
sandbox of that State.

“(3) HOST STATE.—The term “host
not operating in the State financia

“{4) INNOVATIVE.—The
uses of existing technolo

‘inf@vative’ means new or emerging technology, or new

“{A) provides a roduct, service, business model, or delivery mechanism to

the public: a

“(B) h b
the Unite te

tially comparable, widely available analogue in common use in

“(5) STATE FINANCIAL REGULATOR.—The term “State financial regulator’ includes State
agencies that regulate, supervise, or license banks, trust companies, credit unions, consumer
credit, consumer protection, money transmission, securities, commeodities, and simular areas.

“(6) STATE FINANCIAL REGULATORY SANDBOX.— The term “State financial regulator
sandbox’ means a program created under State law that allows a financial company to make
an innovative financial product or service available to customers within that State during a
defined period in order to permut repulatory dialogue, data sharing amongst regulators and
financial companies, and to promote an assessment of potential changes in law, rule, or
policy to facilitate the appropriate supervision of financial technology.

“(b) Business Conducted.—Upon joint approval under subsection (d), a financial company in
good standing in a State financial regulatory sandbox and operating for not less than 6 months in
that sandbox program, may do business nationally under the standards of this section. If
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approved, the state financial regulator and the Federal financial regulator may agree upon
reasonable adjustments to the number of customers that may be served, increased bonding or
collateral requirements, and similar conditions which may be appropriate for conducting business
nationally.

“(c) State Sandbox Requirements.—A State financial regulatory sandbox shall contain the
following components for financial companies to be eligible to do business nationally under this
section:

“{1) A limited sandbox period of not more than 24 months.

*(2) Consumer protection requirements, which may include disclosures, bonding,
insurance requirements and financial hiteracy programs for specified consumers;

“(3) Authority to conduct examinations of the financial company.

“(4) A background investigation of the financial company an icers, directors,

members, managers and key employees, prior to commencin

gACialcofpfiny to conduct
\ w Federal financial
sl that application,

irrespective of any supplemental information with resped ipplication that may be
requested after initial filing. The Federal financial have the authority to conduct a
joint examination of any financial company doingfbusi nationally under this section.

*{e) Factors.—The State financial regulatgd’: financial regulator shall consider the
following factors in rendering a decision ofghgiéplcation:

on a national scale.

*(2) Whether the mangeSgpoft Myd*capital of the financial company i1s commensurate with
national scale.

Rancial company to date in the State regulatory sandbox, and any
past regulatory ncluding actions against officers, directors, members, managers and

key employees.

*(5) Plans for consumer education and financial hiteracy, includingpartnerships with local
educational institutions and community colleges to provide financial literacy classes or
resources.

*(6) Other factors determined by the State and Federal financial regulators to be material.

“(f) Election.—A host State may elect not to permit financial companies operating under this

section to do business in their State through 1ssuance of an executive order by the Governor of
that State.

“*(g) Innovative.—A product or service made available nationally under this section through a
State financial regulatory sandbox shall be innovative.

“(h) Rules of Construction.—This section shall not be construed to extend to permit—
60
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“(1) a financial company to engage in any activities for which a charter, license,
registration or for which permission would be required under Federal or State law but for
the innovative financial produet or service being offered by the company, except to the
extent the financial company would be required to obtain a charter, license or other
authonzation required in a host State:

*(2) failure to comply with any applicable portion of State law required by the State
financial regulatory sandbox, or failure to comply with any applicable portion of Federal
law, unless authorized on a limited basis by the Federal financial regulator to achieve the
purposes of this section and the State financial regulatory sandbox; or

*(3) lending activities in excess of the maximum statutory rate of interest permissible in a

State.”™.
{b) Technical and Conforming Amendment.—The table of contents for subtitle V1 of utle 31,
Umited States Code, as amended by section 101(b) of this Act, 15 am adding at the end

the following:
09 Responsible interagency coordination
9901™.

SEC. 803. STATE MONEY T ION
COORDINATION RELAT GITAL ASSETS.

Reinsert section 802 (state money transmissiagd coo tion) from SIL22382.

. SHARING AMONG FEDERAL
AND STATE FIN REGULATORS.

(a) Confidentiality. nding any other provision of law, any requirement under

1 ¢ privacy or confidentiality of any information or materials
gulators and any privilege arising under Federal or State law
{including the rules of Federal or State court) with respect to such information or material,
shall continue to apply to such information or material after the information or material has been
disclosed to any State or Federal financial regulator.

(b) Non Applicability of Certain Requirements.—Information or material that 1s subject to
privilege or confidentiality under subsection (a) shall not be subject to—

(1) disclosure under any Federal or State law governing the disclosure to the public of
information held by an officer or an agency of the Federal Government or the respective
State; or

(2) subpoena or discovery, or admission into evidence, in any private civil action or
admunistrative process, unless with respect to any privilege held by the Nationwide
Mortgage Licensing System and Registry or the Director with respect to such information
or material, the person to whom such information or material pertains waives that privilege,
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in whole or in part, based on the discretion of such person.

(¢) Coordination With Other Law.—Any State or Federal law, including any State open
records law, relating to the disclosure of confidential supervisory information or any information
or material described in subsection (a) that 1s inconsistent with subsection (a) shall be superseded
by the requirements of such provision to the extent the State or Federal law provides less
confidentiality or a weaker privilege.

(d) Conference of State Bank Supervisors.—The Conference of State Bank Supervisors shall
be considered the agent of the State financial regulators for the purposes of sharing information
under this provision.

(e) Definition.—In this section, the term “financial regulator” means—

(1) the Board of Governors of the Federal Reserve System and the Federal Reserve
banks;

(2) the Commodity Futures Trading Commussion;

(3) the Department of the Treasury, including the Fin | G nforcement Network
and Office of Foreign Assets Control;

{4) the Federal Deposit Insurance Corporation; O
(5) the Federal Housing Finance Agency;

(6) the National Credit Union Admunisirat
(7) the Office of the Comptroller o

(8) the Bureau of Consumer Fi
(9) the Securities and Exchange

(10) State agencies that
unions, consumer credit
and similar areas.

SEC. 805. A OF DECENTRALIZED FINANCE
MARKETS ECHNOLOGIES.

Not later than | year afier the date of enactment of this Act, the Secretary of the Treasury, 1n
consultation with the Commodity Futures Trading Commission, Secunties and Exchange
Commussion, and private sector developers and participants in decentralized protocols, digital
assets, and digital asset exchanges, shall—

rvise, or license banks, trust companies, credit
protection, money transmission, securities, commodities,

(1) analyze the market position of decentralized finance technologies with respect to
digital assets: and

{2) submit to the Commuittee on Banking, Housing, and Urban Affairs and the Commuttee
on Agriculture, Nutrition, and Forestry of the Senate and the Committee on Financial
Services and the Committee on Agriculture of the House of Representatives a report on—

(A) current development and use of decentralized finance protocols in the United
States and other countries;
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(B) opportunities, benefits, and challenges relating to decentralized finance
protocols and self-custody of digital assets:

(C) a comparison of operational friction, fees, liquidity and trading opportunities in
decentralized finance protocols, digital asset markets, and traditional markets;

(D) transparency. prevention of manipulation, and customer protection:
(E) Cybersecurity and resiliency: and

(F) ensuring the accuracy of information regarding the underlying smart contracts of
a decentralized finance protocol and the transactions facilitated by such contracts, as
the information appears on a website or other similar means relating to the protocol.

SEC. 806. ANALYSIS OF ENERGY CONSUMPTION IN
DIGITAL ASSET MARKETS.

(a) In General—Each year, the Federal Energy Regulatory Cogn

consultation with
ommission, shall

(2) The effect of energy consumption descry iaacagtaph (1) on national, regional,
and local energy prices.

(3) The effects of mining and stakin et transactions on baseload power

levels.
(4) The use of renewable ener cefpincluding use of nonrenewable sources that
would otherwise be wasted, agd a son of digital asset market energy consumption

with the financial services d economy as a whole.

the data used under this subsection.

ber 31 of each year, the Federal Energy Regulatory
ommitiee on Energy and Natural Resources and the Committee
on Environment a rks of the Senate and the Commuttee on Energy and Commerce
and the Committee o | Resources of the House of Representatives a report containing the
analysis required by subsection (a).

SEC. 807. ANALYSIS OF SELF-REGULATION AND
REGISTERED DIGITAL ASSET ASSOCIATIONS.

(a) Not later than six months after the date of enactment of this Act, the Commeodity
Futures Trading Commussion and Securities and Exchanpe Commission, in consultation with
digital asset intermediaries (as defined in section 9801, ttle 31 United States Code) and standard-
setting associations representing the digital asset industry, shall conduct a study and 1ssue a report
to the committees specified by subsection (b) of this section setting forth principles for self-
regulation for digital asset markets and a proposal for the establishment of a self-regulatory
organization for digital asset markets based on joint delegated authority from the Commodity
Futures Trading Commuission and Securities and Exchange Commussion to facilitate innovative,

(5) The sources and 1

(b) Report.—Not late
Commussion shall s 1
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efficient and orderly markets for digital assets, consistent with the standards established by Titles
IL IIL, IV and V of this Act:

(1) Standard setting, corporate transparency requirements, and rulemaking relating to
digital asset market conduct;

{11) Regular consultation among the Commeodity Futures Trading Commission and
Securities and Exchange Commussion with respect to rules governming digital asset
market conduct and the governance of registered digital asset associations:

(ii1)Appropriate investigatory and disciplinary powers of registered digital asset
associations and registered digital asset exchanges, respectively:

{1v)Authority of digital asset intermediaries to conduct activities relating to traditional
assets;

(v) Consumer education and financial literacy:;

(vi)Professional accreditation and education;

(vii) Market sunivillene and oversight, including use of tec to facilitate shared
trade practices and market survillence;

(vit1) Risk-based examination authority;
(ix) Dispute resolution and arbitration:
(x) Membership of registered digital asset associaj TS in other self-regulatory

orgamzations, mutual recognition and accept @ les and examination reports

amongst self-regulatory organizations,
(x1) Voluntary and compulsory members
(xi1) Inital determination of the legghg

rsight by the Commodity Futures Trading
Fhanee Commssion; and

digital asset association, subjec
assoclations based on fees,

Commission and Securities and B
(x111) Funding of registered

(b) The report requi
Committees on Banking, Ho
the Senate and the Comm
Representatives.

(c) Not lgfer ust 1, 2022, the Commodity Futures Trading Commuission and
Securities and Exc ission shall jointly adopt an interim final rule specifying the scope
of the study under su on (a), including topics of discussion and guestions for digital asset
intermediaries and associations representing the digital asset industry, and setting forth not fewer
than three public meetings for Commodity Futures Trading Commussion and Secunities and
Exchange Commussion staff to receive public comment. The interim final rule shall also establish
a comment period of not less than 120 days prior to publication of the report under subsection (a)
and contain draft legislative text for the creation of a registered digital asset association.

SEC. 808. CYBERSECURITY STANDARDS FOR DIGITAL
ASSET INTERMEDIARIES.

(a) Definition.—In this section, the term “digital asset intermediary™ has the meaning given
the term in section 9801 of title 31, United States Code, as added by section 101 of this Act.

section (a) of this section shall be submitied to the
n Affairs and Agriculture, Nutrition and Forestry of
inancial Services and Agriculture of the House of

(b) Requirement.—Not later than 18 months after the date of enactment of this Act, the
Commodity Futures Trading Commission.the Securities and Exchange Commission in
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consultation with the Secretary of the Treasury and Director of the National Institute of
Standards and Technology, shall develop comprehensive, principles-based guidance relating to
cybersecurity for digital asset intermediaries that account for, with respect to such a digital asset
intermediary—
(1) the internal governance, and organizational culture, of the cybersecurity program of
the digital asset intermediary;

(2) secunty operations of the digital asset intermediary, including threat identification,
incident response, and mitigation;
(3) risk identification and measurement by the digital asset intermediary;

(4) the mutigation of risk by the digital asset intermediary, including policies of the digital
asset intermediary, controls implemented by the digital asset intermediary, change
management with respect to the digital asset intermediary, and t ly chain integrity of
the digital asset intermediary; and

(5) assurance provided by, and testing conducted by, th
including penetration testing and independent audits so

intermediary,
d

{6) potential for digatal asset intermedianes to be te illicit activities

including sanctions avoidance.

SEC. 809. ADVISORY COMI@ FINANCIAL
INNOVATION.

(a) Establishment.—There is established Wl Commutiee on Financial Innovation (in
this Act referred to as the “Committee

(b) Membership.—
(1) COMPOSITION.—

(A) 2 mem

ee shall be composed of 10 members, as follows:

by the President from the financial technology industry.

(B)4m nted by the President with specializations in consumer
protectio education, financial literacy or financial inclusion.
(C)A co sioner from the Securities and Exchange Commission, as designated

by the Chair of the Commuission.

(D) A commussioner from the Commodity Futures Trading Commission, as
designated by the Chair of the Commission.

(E) A member of the Board of Governors of the Federal Reserve System, as
designated by the Chair of the Board.

(F) A State financial regulator, as jointly designated by the National Association of
State Securities Administrators and the Conference of State Bank Supervisors.

(2) POLITICAL AFFILIATION.—Not more than 4 of the members of the Commuttee shall be
from the same political party.

(3) APPOINTMENT DATE.—The appointments of the members of the Commuttee shall be
made not later than 60 davs afier the date of enactment of this Act.
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(4) PERIOD OF APPOINTMENT; VACANCIES.—

(A) IN GENERAL.—A member of the Commuittee shall be appointed for a term of four
years.

(B) VACANCIES.—A vacancy in the Commitiee—
(1) shall not affect the powers of the Commuttee; and
(11) shall be filled in the same manner as the original appointment.
(5) MEETINGS.—

(A) INITIAL MEETING.—Not later than 60 days after the date on which all members
of the Committee have been appointed, the Commuttee shall hold the first meeting of
the Committee.

(B) FREQUENCY.—The Committee shall meet at the call gfsilae Chair.
(C) QUORUM.—A majority of the members of the Cop @
Arings.

quorum, but a lesser number of members may hold hgh

all constitute a

(6) CHAIRPERSON.—The members described in subparas
(1) shall alternate, on a yearly basis, as Chair of the
Commodity Futures Trading Commission serving &
following establishment of the Committee,

and (D) of paragraph
7 with the member from the
air for the 1-year period

(c) Duties.—
1) MATTERS STUDIED.—The mait I the Committee shall include—
: )
(A) digital assets:

(B) consumer educatyg

(G) efficiency in the financial system;
(H) reduction of systemic risk:
(I) competition 1n financial services:

(J) the State-Federal partnership in financial services regulation; and

(2) REPORT.—On an annual basis, or as otherwise determined necessary by the
Chairperson of the Commuttee, the Commuttee shall report to the President and to Congress
on, and provide recommendations for legislation, regulation, and supervision relating to

innovation in, the matters studied under paragraph (1).
(d) Powers.—
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(1) HEARINGS.—The Committee shall hold not less than 2 hearings per calendar year to
hear from interested parties and to discuss the work of the Commuttee.

(2) INFORMATION FROM FEDERAL AGENCIES.—

(A) IN GENERAL.—The Committee may secure directly from a Federal department or
agency such information as the Committee considers necessary to carry out this Act.

(B) FURNISHING INFORMATION.—On request of the Chair of the Commuttee, the head
of the department or agency shall furnish the information to the Commuittee.

(3) POSTAL SERVICES.—The Commuittee may use the United States mails in the same
manner and under the same conditions as other departments and agencies of the Federal
Government.

(¢) Compensation.—All members of the Commuttee shall serve without compensation in
addition to that received for their services as officers or employees of nited States, and all
other members of the Commuttee shall serve without compensation; receive per diem for

travel expenses.
(f) Staff.—[Dwo you want to include language re: staff and d&gd*of gevt employees or the

procurement of temporary and intermittent services?]



