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Convertible Virtual Currency or Digital Assets
Dear Secretary Mnuchin,
Thank you for the opportunity to comment on the Treasury Department's Notice of Proposed
Rulemaking (NPRM) regarding Bank Secrecy Act (BSA) requirements for certain transactions
relating to "self-hosted" or "unhosted" digital asset wallets.
I am deeply concerned that adoption of a rule at this juncture would be hasty. It has been widely
discussed in other comments and media coverage that the Treasury Department is pursuing an
unconventional process under the Administrative Procedure Act 1 which may be subject to legal
challenge. I echo those concerns.
When we spoke a few weeks ago, I emphasized that a fifteen-day comment period over the
holidays is simply not appropriate for regulating an emerging industry with a value of hundreds of
billions of dollars. Moreover, the technical, legal and business issues that surround digital assets
are innately complex and are worthy of maximum industry engagement and a sixty-day comment
period. A robust, transparent process makes good policy.
The United States is in a battle for competitiveness with China and Russia regarding digital assets
and other forms of financial technology. Those countries, and others, are innovating in this field
at a rapid pace. 2 Without broad consensus among American digital asset stakeholders, the NPRM
is a step backward at the same moment our country is making progress and strengthening our
national innovation efforts. This includes the strong legal framework for digital assets adopted by
5 U.S.C. § 553(a)(l).
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("depository institutions") are exempt from filing CTRs relating to certain business
transactions and payroll account customers. 10 The NPRM states "[n]either of these
· discretionary categories appear likely to be counterparties to transactions between
banks' hosted wallet customers and unhosted or otherwise covered wallets." 11
The digital asset industry is still evolving, and it is much too early to make such a broad
assertion. It is equally premature to say that such transactions will not become more
prevalent in the near future. Depository institutions like Kraken Bank and Avanti Bank
& Trust will be conducting digital asset custody services and other banking activities
in the financial technology space beginning in the corning months. Many of the
customers of these banks will be businesses, 12 including affiliates engaged in regulated
capital markets activities with digital assets. The NPRM will directly burden these
activities. Further analysis should have been undertaken by the Treasury Department
with respect to emerging bank digital asset activities, including those in Wyoming.
(3) The rule fails to adopt a more appropriate risk-based approach for digital asset
transactions. To this point, the BSA has heavily focused on transaction data collection
from largely law-abiding account holders, instead of focusing more appropriately on
illicit activity. Moreover, significant data collection can be a target for intrusion.13
A more holistic, risk-based approach is likely appropriate for digital asset markets.
Enhanced use of digital asset analytics, authorizing a more risk-based approach to
counterparty identification/activities (instead of a prescriptive rule) and a greater
understanding of money laundering/illicit activity typologies in digital asset markets is
simply a more effective means of facilitating BSA compliance.
I urge you to reconsider adoption of the NPRM until adequate public comment can take place and
the Treasury Department has greater opportunity to consider the complex issues at hand.
Wyoming has spent the last six months studying these important issues and has recently completed
development of the first detailed BSA/AML examination manual for bank digital asset activities.14
I would encourage the Treasury Department to work closely with the Wyoming Division of
Banking on this issue.
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