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Notice

This document was computer-generated to show how legidlative text that may be considered by the House
proposes to change existing law. It has not been reviewed for accuracy. This document does not represent an
official expression by the House and should not be relied on as an authoritative delineation of the proposed
change(s) to existing law.

Omitted text is shown strieken, new matter that is proposed isin underlined italics, and existing text in
which no change is being proposed is shown in regular roman. Typesetting and stylistic characteristics,
particularly in the headings and indentations, may not conform to how the text, if adopted, would beillustrated
in subsequent versions of legislation or public law.

Text of H.R. 4763, the Financial Innovation and Technology for the 21st Century Act[Showing the text of H.R.
4763, as ordered reported by the Committee on Financial Services and the Committee on Agriculture, with
maodifications]

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SHort TITLE—This Act may be cited as the “Financial |nnovation and Technology for the 21st Century
Act”.

(b) TaBLE oF ConTENTS.—The table of contents for this Act is asfollows:

Sec. 1.Short title; table of contents.

TITLE I—DEFINITIONS; RULEMAKING; NOTICE OF INTENT TO
REGISTER

Sec. 101.Definitions under the Securities Act of 1933.

Sec. 102.Definitions under the Securities Exchange Act of 1934.

Sec. 103.Definitions under the Commoadity Exchange Act.

Sec. 104.Definitions under this Act.
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Sec. 105.JeintrutemakingsRulemakings.

Sec. 106.Notice of intent to register for digital commodity exchanges, brokers,
and dedlers.

Sec. 107.Notice of intent to register for digital asset brokers, dealers, and
trading systems.

Sec. 108.Commodity Exchange Act savings provisions.

. 109.Administrative requirements.

. 110.International harmonization.
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. £31110.Implementation.

TITLE II—CLARITY FOR ASSETS OFFERED AS PART OF AN INVESTMENT
CONTRACT
Sec. 201.Short title.

Sec. 202.Treatment of investment contract assets.

TITLE III—OFFERS AND SALES OF DIGITAL ASSETS
Sec. 204—301.Exempted transactionsin digital assets.

Sec. 202—302.Requirements for offers and sales of certain digital assets.

Sec. 283—303.Enhanced disclosure requirements.

Sec. 204—304.Certification of certain digital assets.

Sec. 205—305.Effective date.

TITLE HHIV—REGISTRATION FOR DIGITAL ASSET INTERMEDIARIES
AT THE SECURITIES AND EXCHANGE COMMISSION

Sec. 303—401.Treatment of digital commodities and other digital assets.

Sec. 382—402.Anti-frand-sAuthority over permitted payment stablecoins and

restricted digital assets.
. 383—403.Registration of digital asset trading systems.
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304—404.Requirements for digital asset trading systems.
305—405.Registration of digital asset brokers and digital asset dealers.
306—406.Requirements of digital asset brokers and digital asset dealers.
304—407.Rulesrelated to conflicts of interest.

368—408.Treatment of certain digital assetsin connection with federally

regulated intermediaries.
369—409.Exclusion for anetHarydecentralized finance activities.
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THE COMMODITY FUTURES TRADING COMMISSION
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TITLE I—DEFINITIONS; RULEMAKING;
NOTICE OF INTENT TO REGISTER

SEC. 101. DEFINITIONS UNDER THE SECURITIES ACT OF 1933.
Section 2(a) of the Securities Act of 1933 (15 U.S.C. 77b(a)) is amended by adding at the end the following:

“(20) AFFILIATED PERSON.—
“(A) In general.—The term *‘ affiliated person’ means a person (including a related person) that—
“(Ad) with respect to adigital asset issuer—

“(#1) directly, or indirectly through one or more intermediaries, controls, or is controlled by,
or is under common control with, such digital asset issuer; anrgor

“(H11) was described under clause (i) at any point in the previous 3-month period; or
“(Bii) with respect to any digital asset—
“(k) beneficially owns 5 percent or more of the units of such digital asset that are then
outstanding; arelor
“(#l11) was described under clause (i) at any point in the previous 3-month period.
“(B) Beneficial ownership disclosure—The Commission shall issue rules to require a person that

beneficially owns 5 percent or more of the units of a digital asset that are then outstanding to file with
the Commission a report at such time as the Commission deter mines appropriate.

“(21) BLockcHAIN.—Theterm ‘blockchain’ means any technology—
“(A) where datais—

“(i) shared across a network to create a public ledger of verified transactions or information
among network participants;

“(ii) linked using cryptography to maintain the integrity of the public ledger and to execute other
functions; and

“(iii) distributed among network participants in an automated fashion to concurrently update
network participants on the state of the public ledger and any other functions; and

“(B) composed of source code that is publicly available.

“(22) BLockcHAIN ProTocoL.—T he term *blockchain protocol’ means any executable software deployed to
a blockchain composed of source code that is publicly available and accessible, including a smart contract
or any network of smart contracts.

“(23) BLockcHaIN system.—The term *blockchain system’ means any blockchain or blockchain protocol.

“(24) DECENTRALIZED N -
FHE-FERM—DECENTRAHIZED-NEFWORKGOVERNANCE SYSTEM.—

“(A) IN ceNerAL.—The term ‘decentralized governance system’ means, with respect to a blockchain
system, any rules-based system permitting persons using the blockchain system or the digital assets
related to such blockchain system to form consensus or reach agreement in the development,
provision, publication, management, or administration of such blockchain system.

“(B) RELATIONSHIP OF PERSONS TO DECENTRALIZED GOVERNANCE SYSTEMS.—Persons acting through a

decentralized governance system shall be treated as separate persons unless such persons are under
common control.

“(C) ExcLuson.—The term ‘ decentralized governance system’ does not include a system in which—

“ (i) a person or group of persons under common control have the ability to—
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“ (1) unilaterally alter the rules of consensus or agreement for the blockchain system; or

“(11)_determine the final outcome of decisions related to the development, provision,
publication, management, or administration of such blockchain system;

“(ii) a person or group of persons is directly engaging in an activity that requires registration
with the Commission or the Commodity Futures Trading Commission other than—

“ (1) developing, providing, publishing, managing, or administering a blockchain system; or
“ (1) an activity with respect to which the organization is exempt from such registration; or

“(iii) a person or group of persons seeking to knowingly evade the requirements imposed on
a digital asset issuer, a related person, an affiliated person, or any other person registered (or
required to be registered) under the securities laws, the Financial Innovation and Technol ogy for
the 21st Century Act, or the Commodity Exchange Act.
“(25) Decentralized system.—Wth respect to a blockchain system to which a digital asset relates, the term
‘decentralized system’ means the following conditions are met:
“(A) During the previous 12-month period, no person—
“(i) had the unilateral authority, directly or indirectly, through any contract, arrangement,
understanding, relationship, or otherwise, to control or materially ater the functionality or
operation of the blockchain system; or
“(ii) had the unilateral authority to restrict or prohibit any person who is not a digital asset issuer,
related person, or an affiliated person from—
“(1) using, earning, or transmitting the digital asset;
“(II deploying software that uses or integrates with the blockchain system;
“(I) participating in a decentralized governance system with respect to the blockchain
system; or
“(IV) operating a node, validator, or other form of computational infrastructure with respect
to the blockchain system.
“(B) During the previous 12-month period—
“(i) no digital asset issuer or affiliated person beneficially owned, in the aggregate, 20 percent or
more of the total amount of units of such digital asset that—
“(I) can be created, issued, or distributed in such blockchain system; and

“(I1) were freely transferrable or otherwise used or available to be used for the purposes of
such blockchain system;

“(ii) no digital asset issuer or affiliated person had the unilateral authority to direct the voting,
in the aggregate, of 20 percent or more of the outstanding voting power of such digital asset or
related decentralized governance system; or

“(iii) the digital asset did not include voting power with respect to any decentralized governance
system of the blockchain system.
“(C) During the previous 3-month period, the digital asset issuer, any affiliated person, or any
related person has not implemented or contributed any intellectual property to the source code of
the blockchain system that materially alters the functionality or operation of the blockchain system,
unless such implementation or contribution to the source code—

“(i) addressed vulnerabilities, errors, regular maintenance, cybersecurity risks, or other technical
changes to the blockchain system; or

“(ii) were adopted through the consensus or agreement of a decentralized governance system.

“(D) During the previous 3-month period, neither any digital asset issuer nor any affiliated person
described under paragraph (20)(A) has marketed to the public the digital assets as an investment.
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“(E) During the previous 12-month period, all issuances of units of such digital asset through the
programmatic functioning of the blockchain system were end user distributions. ~(25)-Becentralized

v thn A Ih
T Lo

previous sentence, any units of such digital asset that are made available over time and were created
in the initial block of the blockchain svstem shall be cons dered issued at the ﬁeﬁseH—Fegﬁ&ed—(er

Q%S—Gmwa—Aet—eHheeemmedﬂy—E*ehangAetpm ntin tlme of crean on.

“(26) DiGITAL ASSET.—
“(A) IN ceneraL.—The term ‘digital asset’ means any fungible digital representation of value that
can be exclusively possessed and transferred, person to person, without necessary reliance on an
intermediary, and is recorded on a cryptographically secured public distributed ledger.

“(B) ExcLusions.—Theterm ‘digital asset’ does not include—

“(i) any note, stock, treasury stock, security future, security-based swap, bond, debenture,
evidence of indebtedness, certificate of interest or participation in any profit-sharing agreement,
collateral-trust certificate, preorganization certificate or subscription, ef—transferable share,
voting-trust certificate, certificate of deposit for a security, fractional undivided interest in oil,
gas, or other mineral rights, any put, call, straddle, option, privilege on any security, certificate
of deposit, or group or index of securities (including any interest therein or based on the value
thereof); or
“(ii) any asset; which, based on its terms and other characteristics, is, represents, or is
functionally equivalent to an agreement, contract, or transaction that is—
“(I) a contract of sale of a commodity (as defined under section 1a of the Commodity
Exchange Act) for future delivery or an option thereon;

“(I1) asecurity futures product;
“(H1) aswap;
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“(IV) an agreement, contract, or transaction described in section 2(c)(2)(C)(i) or 2(c)(2)(D)
(i) of the Commodity Exchange Act;

“(V) acommaodity option authorized under section 4c of the Commodity Exchange Act; or
“(V1) aleverage transaction authorized under section 19 of the Commodity Exchange Act.

“(C) RuLE oF construcTioN.—Naothing in this paragraph shall be construed to create a presumption
that a digital asset is a representation of any type of security not excluded from the definition of
digital asset.

“(D) RELATIONSHIP TO A BLOCKCHAIN sYsTEM.—A digital asset is considered to relate to a blockchain
system if the digital asset isintrinsically linked to the blockchain system, including—

“(i) where the digital asset’s value is reasonably expected to be generated by the programmatic
functioning of the blockchain system;

“(ii) where the digital asset has voting rights with respect to the decentralized governance system
of the blockchain system; or

“(iii) where the digital asset is issued through the programmatic functioning of the blockchain
system.

“(E) TREATMENT OF CERTAIN DIGITAL ASSETS SOLD PURSUANT TO AN INVESTMENT CONTRACT.—A digital asset
offered or sold or intended to be offered or sold pursuant to an investment contract is not and does
not become a security as a result of being sold or otherwise transferred pursuant to that investment
contract.

“(27) DIGITAL ASSET ISSUER.—

“(A) IN ceNEraL.—With respect to a digital asset, the term ‘digital asset issuer’ means any person
that, in exchange for any consideration—

“(i) issues or causesto beissued a unit of such digital asset to a person; or
“(ii) offersor sellsaright to a future issuance of a unit of such digital asset to a person.

“(B) ExcLusion.—The term ‘digital asset issuer’ does not include any person solely because such
person deploys source code that creates or issues units of a digital asset that are only distributed in
end user distributions.

“(C) ProHiBITION ON EVAsiON.—It shall be unlawful for any person to knowingly evade classification
as a ‘digital asset issuer’ and facilitate an arrangement for the primary purpose of effecting a sale,
distribution, or other issuance of adigital asset.

“(28) DiGITAL ASSET MATURITY DATE—The term ‘digital asset maturity dat€’ means, with respect to any
digital asset, the first date on which 20 percent or more of the total units of such digital asset that are then
outstanding as of such date are—

“(A) digital commodities; or
“(B) digital assets that have been registered with the Commission.

“(29) DicitaL commoniTy.—The term ‘digital commaodity’ has the meaning given that term under section
1a of the Commodity Exchange Act (7 U.S.C. 14).

“(30) END USER DISTRIBUTION.—

“(A) In ceneraL.—The term ‘end user distribution’ means an issuance of a unit of a digital asset
that—

“(i) does not involve an exchange of more than a nominal value of cash, property, or other assets;
and

“(ii) is distributed in a broad, equitable, and non-discretionary manner based on conditions
capable of being satisfied by any participant in the blockchain system, including, as incentive-
based rewards—

“(I) to users of the digital asset or any blockchain system to which the digital asset relates;
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“(I) for activities directly related to the operation of the blockchain system, such as mining,
validating, staking, or other activity directly tied to the operation of the blockchain system;
or

“(I) to the existing holders of another digital asset, in proportion to the total units of such
other digital asset as are held by each person.

“(B) ProHiBITION ON EvAasion.—It shall be unlawful for any person to facilitate an end user distribution
to knowingly evade classification as a digital asset issuer, related person, or an affiliated person, or
the requirements related to a digital asset issuance.

“(31) FuncrionaL neERwerksysTEM.—With respect to a blockchain system to which a digital asset relates,
the term ‘functional retwerksystem' means the network allows network participants to use such digital
asset for—

“(A) the transmission and storage of value on the blockchain system;
“(B) the participation in services provided by or an application running on the blockchain system; or
“(C) the participation in the decentralized governance system of the blockchain system.
“(32) PERMITTED PAYMENT STABLECOIN.—

“(A) In general.—The term ‘ permitted payment stablecoin’—

A
means adigital asset—

“(i) that is or is designed to be used as a means of payment or settlement;

“(ii) the issuer of which—

“(I) is obligated to convert, redeem, or repurchase for a fixed amount of monetary value; or

“(I1) represents will maintain or creates the reasonable expectation that it will maintain a
stable value relative to the value of afixed amount of monetary value;and

“(ii) thatthe issuer of which is subject to regulation by a Federal or State regulator with authority
over entities that issue payment stablecoins; and

“(Biv) that is not—
“(kl) anational currency; or

“(HL) a security issued by an investment company registered under section 8(a) of the
Investment Company Act of 1940 (15 U.S.C. 80a-38(a)).

“ (B) Monetary value defined.—For purposes of subparagraph (A), the term ‘ monetary value _means
a national currency, deposit (as defined under section 3 of the Federal Deposit Insurance Act), or an
equivalent instrument that is denominated in a national currency.

“(33) ReLaTED PERSON.—With respect to a digital asset issuer, the term ‘related person’ means—
“(A) afounder, promoter, employee, consultant, advisor, or person serving in asimilar capacity;

“(B) any person that is or was in the previous 6-month period an executive officer, director, trustee,
general partner, advisory board member, or person serving in asimilar capacity;
“(C) any equity holder or other security holder; or
“(D) any other person that received a unit of digital asset from such digital asset issuer through—
“(i) an exempt offering, other than an offering made in reliance on section 4(a)(8); or
“(ii) a distribution that is not an end user distribution described under section 42(d)(1) of the
Securities Exchange Act of 1934.
“(34) RESTRICTED DIGITAL ASSET.—
“(A) IN GENERAL.—The term ‘restricted d|g|tal asset’ means—
“(i)-a ekl by - the d le
pefseﬁ—er—an—af-f-l-l+ated—persen- prior to the f|rst date on which each blockchain wstem to
which thea digital asset relates is a functional petwerksystem and certified to be a decentralized
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netwerksystem under section 44 of the Securities Exchange Act of 1934,_any unit of the digital

asset held by a person, other than the digital asset issuer, a related person, or an affiliated
person, that was—

“(I) issued to such person through a distribution, other than an end user distribution
described under section 42(d)(1) of the Securities Exchange Act of 1934; or

“(I1) acquired by such person in a transaction that was not executed on a digital commaodity
exchange;

H r-affHia during any period when any

blockcham wstem to WhICh thea d|g|tal asset relates is not a functional netwerksystem or not
certified to be a decentralized aetwerksystem under section 44 of the Securities Exchange Act of
4934-6r1934, any digital asset held by a related person or an affiliated person; and
“(iii) any unit of adigital asset held by the digital asset issuer.

“(B) ExcLusion.—The term ‘restricted digital asset’ does not include a permitted payment stablecoin.

“(35) SecuriTies Laws.—The term ‘securities laws' has the meaning given that term under section 3(a) of
the Securities Exchange Act of 1934 (15 U.S.C. 78c(a)).

“(36) Source cope.—With respect to a blockchain system, the term ‘source code’ means a listing of
commands to be compiled or assembled into an executable computer program. ”

SEC. 102. DEFINITIONS UNDER THE SECURITIES EXCHANGE ACT OF 1934.
Section 3(a) of the Securities Exchange Act of 1934 (15 U.S.C. 78c(a)) is amended—

(8) by redesignating the second paragraph (80) (relating to funding portals) as paragraph (81); and
(9) by adding at the end the following:
“(82) Bank Secrecy Act.—Theterm ‘Bank Secrecy Act’ means—
“(A) section 21 of the Federal Deposit Insurance Act (12 U.S.C. 1829b);
“(B) chapter 2 of title | of Public Law 91-508 (12 U.S.C. 1951 et seq.); and
“(C) subchapter Il of chapter 53 of title 31, United States Code.
“(83) DiGITaL AsseT BROKER.—The term ‘digital asset broker’—

“(A) means any person engaged in the business of effecting transactions in restricted digital
assets for the account of others; and
“(B) does not include—
“(i) a blockchain protocol or a person or group of persons solely because of their
development of a blockchain protocol; or
“ (ii) a bank engaging in certain banking activities with respect to a restricted digital asset
in the same manner as a bank is excluded from the definition of a broker under paragraph
4.
“(84) DiciTaL AsseT custopiAN.—The term ‘digital asset custodian’ means an entity in the business of
providing custodial or safekeeping services for restricted digital assets for others.

“(85) DiGITAL AsseT DEALER.—The term ‘digital asset dealer’ —

“(A) means any person engaged in the business of buying and selling restricted digital assets for
such person’s own account through a broker or otherwise; and

“(B) does not include—

“(i) aperson that buys or sells restricted digital assets for such person’s own account, either
individually or in afiduciary capacity, but not as a part of aregular business;er

“(ii) a blockchain protocol or a person or group of persons solely because of their
development of a blockchain protocol; or
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“ (iii) a bank engaging in certain banking activities with respect to a restricted digital asset
in the same manner as a bank is excluded from the definition of a dealer under paragraph
(5).
“(86) DiGITAL ASSET TRADING SYSTEM.— T he term ‘digital asset trading system’—

“(A) means any organization, association, person, or group of persons, whether incorporated or
unincorporated, that constitutes, maintains, or provides a market place or facilities for bringing
together purchasers and sellers of restricted digital assets or for otherwise performing with
respect to restricted digital assets the functions commonly performed by a stock exchange within
the meaning of section 240.3b-16 of title 17, Code of Federa Regulations, as in effect on the
date of enactment of this paragraph; and

“(B) does not include a blockchain protocol or a person or group of persons solely because of

NOTICE-REGISTERED DIGITAL ASSET CLEARING AGENCY.—The term ‘notice-registered digital asset clearing
agency’ means a clearing agency that has registered with the Commission pursuant to section 17A(b)

).
“(8988) ADDITIONAL DIGITAL ASSET-RELATED TERMS.—

“(A) Securimies Act oF 1933.—The terms ‘affiliated person’, ‘blockchain system’,
‘decentralized governance system’, ‘decentralized netwerksystem’, ‘digital asset’, ‘digital asset
issuer’, ‘digital asset maturity date’, ‘end user distribution’, ‘functional netwerk—mixed-digitat
assettransactiensystem’, ‘permitted payment stablecoin’, ‘related person’, ‘restricted digital
asset’, and ‘source code’ have the meaning given those terms, respectively, under section 2(a) of
the Securities Act of 1933 (15 U.S.C. 77b(a)).

“(B) CommoniTy ExcHanGe Act.—The terms ‘digital commaodity’, ‘digital commaodity broker’,
‘digital commodity dealer’, and ‘digital commodity exchange' have the meaning given those
terms, respectively, under section 1a of the Commodity Exchange Act (7 U.S.C. 1a).”

SEC. 103. DEFINITIONS UNDER THE COMMODITY EXCHANGE ACT.
Section l1a of the Commaodity Exchange Act (7 U.S.C. 14) is amended—

(1) in paragraph (10)(A)—
(A) by redesignating clauses (iii) and (iv) as clauses (iv) and (v), respectively; and
(B) by inserting after clause (ii) the following:
“(iii) digital commodity;”

(2) in paragraph (11)—
(A) in subparagraph (A)(i)—
(i) by redesignating subclauses (111) and (IV) as subclauses (IV) and (V), respectively; and
(i) by inserting after subclause (I1) the following:
“(I) digital commodity;”
; and
(B) by redesignating subparagraph (B) as subparagraph (C) and inserting after subparagraph (A) the
following:
“(B) ExcLusion.—The term ‘ commodity pool operator’ does not include—
“(i) adecentralized governance system; or
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“(ii) aneiHaryany excluded aetivitiesactivity, as defireddescribed in section 4v. ”

(3) in paragraph (12)(A)(i)—
(A) in subclause (1), by adding at the end a semicolon;
(B) by redesignating subclauses (111) and (1V) as subclauses (1V) and (V), respectively; and
(C) by inserting after subclause (1) the following:
“(1) adigital commodity;”
(4) in paragraph (40)—
(A) by striking “and” at the end of subparagraph (E);
(B) by striking the period at the end of subparagraph (F) and inserting “; and”; and
(C) by adding at the end the following:
“(G) adigital commodity exchange registered under section 5i.”
; and
(5) by adding at the end the following:
“(52) ASSOCIATED PERSON OF A DIGITAL COMMODITY BROKER.—
“(A) INn ceNeraL.—EXcept as provided in subparagraph (B), the term ‘associated person of a
digital commodity broker’ means a person who is associated with a digital commodity broker
as a partner, officer, employee, or agent (or any person occupying a similar status or performing
similar functions) in any capacity that involves—
“(i) the solicitation or acceptance of a-eentractForan order for the purchase or sale of a
digital commaodity; or
“(ii) the supervision of any person engaged in the solicitation or acceptance of a-eentraet
feran order for the purchase or sale of adigital commodity.
“(B) ExcLusion.—The term ‘associated person of a digital commaodity broker’ does not include
any person associated with a digital commodity broker the functions of which are solely clerical
or ministerial.

“(53) ASSOCIATED PERSON OF A DIGITAL COMMODITY DEALER.—

“(A) IN eeNeraL.—EXcept as provided in subparagraph (B), the term ‘associated person of a
digital commodity dealer’ means a person who is associated with a digital commodity dealer as
a partner, officer, employee, or agent (or any person occupying a similar status or performing
similar functions) in any capacity that involves—
“(i) the solicitation or acceptance of a-eentraetferan order for the purchase or sde of a
digital commodity; or
“(ii) the supervision of any person engaged in the solicitation or acceptance of a-centract
feran order for the purchase or sale of adigital commodity.

“(B) ExcLusion.—The term *associated person of a digital commodity dealer’ does not include
any person associated with a digital commaodity dealer the functions of which are solely clerical
or ministerial.

“(54) Bank Secrecy Act.—Theterm ‘Bank Secrecy Act’ means—
“(A) section 21 of the Federal Deposit Insurance Act (12 U.S.C. 1829b);
“(B) chapter 2 of title | of Public Law 91-508 (12 U.S.C. 1951 et seq.); and
“(C) subchapter Il of chapter 53 of title 31, United States Code.

“(55) DIGITAL COMMODITY.—
“(A) IN GENERAL.—The term ‘digital commodity’ means—
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“(i) any unit of a digital asset held by a person, other than athe digital asset issuer, a
related person, or an affiliated person, before the first date on which each blockchain
system to which the digital asset relates is a functional netwerksystem and certified to be a
decentralized pebwerksystem under section 44 of the Securities Exchange Act of 1934, that
was—

“(I) issued to the person through an end user distribution described under section
42(d)(1) of the Securities Exchange Act of 1934; or

“(I1) acquired by such person in a transaction that was executed on a digita
commodity exchange;er
“(if) any unit of a digital asset held by a person, other than gthe digital asset issuer,
a related person, or an &ffiliated person, after the first date on which each blockchain
system to which the digital asset relates is a functional Retwerksystem and certified to be a
decentralized retwerksystem under section 44 of the Securities Exchange Act of 1934; and

“(iii) any unit of a digital asset held by a related person or an affiliated person during
any period when any blockchain system to which the digital asset relates is a functional
petwerksystem and certified to be a decentralized networksystem under section 44 of the
Securities Exchange Act of 1934.

“(B) ExcLusion.—The term ‘digital commodity’ does not include a permitted payment
stablecoin.

“ (C) Treatment of adjudicated non-securities.—If, before enactment of this paragraph, a Federal
court in a Securities and Exchange Commission enforcement action determines that a digital
asset transaction is not an offer or sale of a security, any unit of a digital asset transferred
pursuant to the transaction shall be considered a digital commodity, unless the determination is
overturned.

“(56) DIGITAL COMMODITY BROKER.—
“(A) IN GENERAL.—The term ‘digital commodity broker’ means any person who, in a digital
commodity cash or spot market, is—
“(i) engaged in soliciting or accepting orders for the purchase or sale of a unit of a digital
commodity from a edstererperson that is not an eligible contract participant;
“(ii) engaged in soliciting or accepting orders for the purchase or sale of a unit of a digital
commodity from a eastererperson on or subject to the rules of aregistered entity; or

“(iii) registered with the Commission as a digital commaodity broker.

“(B) Exceptions.—The term ‘digital commodity broker’ does not include a person solely
because the person—

“(i) enters into a digital commodity transaction the primary purpose of which is to make,
send, receive, or facilitate payments, whether involving a payment service provider or on a
peer-to-peer basis;ef
“(ii) validates a digital commodity transaction, operates a node, or engages in similar
activity to participate in facilitating, operating, or securing a blockchain system; or
“(iii) is a bank (as defined under section 3(a) of the Securities Exchange Act of 1934)
engaging in certain banking activities with respect to a digital commodity in the same
manner as a bank is excluded from the definition of a broker under section 3(a)(4) of the
Securities Exchange Act of 1934.
“(57) DiciTaL commopiTy cusTobiAN.—The term “digital commodity custodian’ means a-bank-ertrust
eempanyan entity in the business of holding, maintaining, or safeguarding digital commodities for
others.

“(58) DIGITAL COMMODITY DEALER.—
“(A) IN ceNeraL.—The term ‘digital commodity dealer’ means any person who—
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“(i) in digital commaodity cash or spot markets—
“(I) holdsitself out as adealer in adigital commaodity;
“(I11) makes amarket in ad|g|tal commodlty
“(ny Fhy ii a i
aH—eFel'maFy—eeque—ef—bus-H&shas an |dent|f|able busmess of dealmq in a d|q|tal

commodity as principal for its own account; or

“(IV) engages in any activity causing the person to be commonly known in the trade as
adealer or market maker in adigital commodity;

“ (i) regutarhyhas an identifiable business of entersentering into any agreement, contract, or
transaction described in subsection (c)(2)(D)(i) involving adigital commodity; or

“(iii) is registered with the Commission as a digital commodity dealer.
“(B) Exceprion.—The term ‘digital commodity dealer’ does not include a person solely because
the person—
“(i) entersinto adigital commodity transaction with an eligible contract participant;
“(ii) enters into a digital commodity transaction on or through a registered digital
commodity exchange;
“(iii) enters into a digital commodity transaction for the person’s own account, either
individually or in afiduciary capacity, but not as a part of aregular business;

“(iv) enters into a digital commaodity transaction the primary purpose of which is to make,
send, receive, or facilitate payments, whether involving a payment service provider or on a
peer-to-peer basis;er

“(v) validates a digital commodity transaction, operates a node, or engages in similar
activity to participate in facilitating, operating, or securing a blockchain system;_or

“(vi) is a bank (as defined under section 3(a) of the Securities Exchange Act of 1934)
engaging in certain banking activities with respect to a digital commodity in the same
manner as a bank is excluded from the definition of a dealer under section 3(a)(5) of the
Securities Exchange Act of 1934.

“(59) DicITAL comMmoDITY EXCHANGE—The term ‘digital commodity exchange’ means a trading
facility that offers or seeks to offer a cash or spot market in at least 1 digital commodity.

“(60) DIGITAL ASSET-RELATED DEFINITIONS.—

“(A) Securimes Act oF 1933.—The terms ‘affiliated person’, ‘blockchain system’,
‘decentralized governance system’, ‘decentralized retwerksystem', ‘digital asset’, ‘digital asset
issuer’, ‘end user distribution’, ‘functional netwerksystem’, ‘permitted payment stablecoin’,
‘related person’, and ‘restricted digital asset’ have the meaning given the terms, respectively,
under section 2(a) of the Securities Act of 1933 (15 U.S.C. 77b(a)).

“(B) SecuriTiEs ExcHANGE Act oF 1934.—The terms ‘digital asset broker’ and ‘digital asset
dedler’ have the meaning given those terms, respectively, under section 3(a) of the Securities
Exchange Act of 1934 (15 U.S.C. 78c(a)).

“ (61) MIXED DIGITAL ASSET TRANSACTION.—The term mixed dlgltal asset transaction’ has—t-he—meaﬁmg

an aqreement contract, or transactlon |nvoIV| ng a dIQIta] commod|tv and—
“(A) a security; or
“(B) arestricted digital asset.”

SEC. 104. DEFINITIONSUNDER THIS ACT.
In this Act:
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(1) Derinimions UNDER THE CommopiTY ExcHANGE Act.—The terms “digital commodity”, “digital
commodity broker”, “digital commodity dealer” ,-anrd “digital commodity exchange”, and “ mixed digital
asset transaction” have the meaning given those terms, respectively, under section 1a of the Commaodity
Exchange Act (7 U.S.C. 14).

(2) DeriNITIONS UNDER THE SecuriTIES AcT oF 1933.—The terms “&ffiliated person”, “blockchain”,
“blockchain system”, “blockchain protocol”, “decentralized retwerksystem”, “digital asset”, “digital asset
issuer”, “digital asset maturity date”, “digital asset trading system”, “end user distribution”, “functional
netwerksystem”, “ permitted payment stablecoin”, “restricted digital asset”, “securities laws’, and “source
code” have the meani ng given those terms, respectively, under section 2(a) of the Securities Act of 1933
(15 U.S.C. 77b(a)).

(3) DEFINITIONS UNDER THE SECURITIES EXCHANGE AcT oF 1934.—The terms “Bank Secrecy Act”, “digital

asset broker”, “digital asset dealer”, “digital asset trading system” ,“ixed-digital-asset-transaetier™ and
“self-regulatory organization” have the meaning given those terms, respectively, under section 3(a) of the

Securities Exchange Act of 1934 (15 U.S.C. 78c(a)).

SEC. 105.J6HiNF RULEMAKINGS.

(@ Derinimions—The Commodity Futures Trading Commission and the Securities and Exchange
Commission shall jointly issue rulesto further define the following terms:

(1) The terms “affiliated person’, “blockchain”, “blockchain system”, “blockchain protocol”,
“decentralized nebwerksystem”, “decentralized governance system”, “digital asset”, “digital asset issuer”,
“digital asset maturity date’, “end user distribution”, “functional netwerksystem’, “related person”,
“restricted digital asset”, and “source code”, as defined under section 2(a) of the Securities Act of 1933.

(2)

The term “digital commodity”, as defined under section 1a of the Commodity Exchange Act.

(b) JoINT RULEMAKING FOR ExcHANGES AND INTERMEDIARIES—The Commodity Futures Trading Commission
and the Securities and Exchange Commission shall jointly issue rules to exempt persons dually registered with

the Commodity Futures Trading Commission as-a-digital-cemmedity-exehange-and-withand the Securities and

Exchange Commission as-a-¢digital-asset-trading-system-from duplicative, conflicting, or unduly burdensome
provisions of this Act, the securities laws, and the Commodity Exchange Act and the rules thereunder, to the

extent such exemption would foster the development of fair and orderly markets in digital assets, be necessary
or appropriate in the public interest, and be consistent with the protection of investors.

() JoinT RuLEMAKING FOR Mixep DicitaL Asser Transactions—The Commodity Futures Trading
Commission and the Securities and Exchange Commission shall jointly issue rules applicable to mixed digital
asset transactions under this Act and the amendments made by this Act, including by further defining such
term.

(d) PrOTECTION OF SELF-CUSTODY.—

(1) IN ceneraL.—The Financia Crimes Enforcement Network may not issue any rule or order that would
prohibit a U.S. individual from—

(A) maintaining a hardware wallet, software wallet, or other means to facilitate such individual’s own
custody of digital assets; or
(B) conducting transactions with and self-custody of digital assets for any lawful purpose.
(2) RuLE oF consTrucTioN.—Paragraph (1) may not be construed to limit the ability of Financial Crimes
Enforcement Network to carry out any enforcement autherityaction.

(€) JoINT RULEMAKING, PROCEDURES, OR GUIDANCE FOR DELisTing.—Not later than 30 days after the date
of the enactment of this Act, the Commaodity Futures Trading Commission and the Securities and Exchange
Commission shall jointly issue rules, procedures, or guidance (as determined appropriate by the Commissions)
regarding the process to delist an asset for trading under sections 106 and 107 of this Act if the Commissions
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determine that the listing is inconsistent with the Commodity Exchange Act, the securities laws (including
regulations under those laws), or this Act.

(f) JoINT RULEMAKING FOR CaPITAL RequirReMENTS.—The Commodity Futures Trading Commission and the
Securities and Exchange Commission shall jointly issue rules to require a person with multiple registrations
with the Commodity Futures Trading Commission, the Securities and Exchange Commission, or both such
agencies to maintain sufficient capital to comply with the stricter of any applicable capital requirements to
which such person is subject to by reason of such registrations.

SEC. 106. NOTICE OF INTENT TO REGISTER FOR DIGITAL COMMODITY EXCHANGES, BROKERS,
AND DEALERS.

(8) IN GENERAL.—

(1) Norice oF INTENT TO REGISTER.—ANY person may file a notice of intent to register with the Commaodity
Futures Trading Commission (in this subsection referred to as the “Commission”) as a—
(A) digital commodity exchange, for a person intending to register as a digital commodity exchange
under section 5i of the Commodity Exchange Act;

(B) digital commaodity broker, for a person intending to register as a digital commodity broker under
section 4u of such Act; or

(C) digital commodity dealer, for a person intending to register as a digital commodity dealer under
section 4u of such Act.
(2) FrmsConpimions—A person desiting-te-fitefiling a notice of intent to register under paragraph (1)
shall be in compliance with this section if the person—
(A) submits to the Cemmissior—
)

Commission and continues to materially update a statement of the nature of the registrations the filer
intends to pursue;

(B) the-fermatien—+equired-by-sabsections{b)y-and-{€)submits to the Commission and continues to

materially update the information required by subsections (b) and (c);
(C) complies with subsection (d);

(D) is a member of a futures association registered under section 17 of the Commodity Exchange Act,
and complies with the rules of the association, including the rules of the association pertaining to
customer disclosures and protection of customer assets; and

(E) pays all fees and penalties imposed on the person under section 510 of this Act.

(b) DiscLosure oF GENERAL INFORMATION.—A person filing a notice of intent to register under subsection
(a) shall disclose to the Commission the following:

(2) Information concerning the management of the person, including information describing—
(A) the ownership and management of the person;
(B) thefinancia condition of the person;
(C) ffiliated entities;and
(D) potential conflicts of irterest:

interest;
(E) the address of the person, including—
(i) the place of incorporation;
(ii) principal place of business; and
(iii) an address for service of process; and
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(F) alist of the Sates in which the person has operations.
(2) Information concerning the operations of the person, including—

(A) a general description of the person’s business and the terms of service for United Sates
customers;

(B) a description of the person’s account approval process;
(C) any rulebook or other customer order fulfilment rules;
(BD) risk management procedures;
and

€
(E) adescription of the product listing process; and
(F) anti-money laundering policies and procedures.

(c) Listing INFOrRMATION.—A person filing a notice of intent to register under subsection (a) shall provideto
the Commission and the Securities and Exchange Commission a detailed description of —

(1) the specific characteristics of each digital asset listed or offered by the person, including information
regarding the digital asset’s market activity, distribution, and functional use; and

(2) the product listing determination made by the person for each asset listed or offered for trading by the
person.

(d) RequiremenTs.—A person filing a notice of intent to register under subsection (a) shall comply with
the following requirements:

(1)_Satutory disqualifications.—Except to the extent otherwise specifically provided by Commission or
registered futures association rule, regulation, or order, the person shall not permit an individual who
is subject to a statutory disqualification under paragraph (2) or (3) of section 8a of the Commodity
Exchange Act to effect or be involved in effecting transactions on behalf of the person, if the person knew,
or in the exercise of reasonable care should have known, of the statutory disqualification.
(2) Books AND Recorps.—The person shall keep their books and records open to inspection and
examination by the Commission_and by any registered futures association of which the person is a
member.
(23) CustomEer biscLosurREs.— T he person shall disclose to esrsumerscustomers—

(A) information about the material risks and characteristics of the assets listed for trading on the

person;ane

(B) information about the material risks and characteristics of the transactions facilitated by the

person;

(C) information about the location and manner in which the digital assets of the customer will be and

are custodied;

(D) information concerning the policies and procedures of the person that are related to the

protection of the data of customers of the person; and

(E) in their disclosure documents, offering documents, and promotional material—

(i) in a prominent manner, that they are not registered with or requlated by the Commission; and

(ii) the contact information for the whistleblower, complaint, and reparation programs of the
Commission.

(34) CUSTOMER ASSETS.—
(A) IN cENERAL.—The person shall—

(i) hold customer money, assets, and property in a manner to minimize the risk of loss to
the customer or unreasonable delay in customer access to money, assets, and property of the
customer;
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(ii) treat and deal with all money, assets, and property, including any rights associated with any
such money, assets, or property, of any customer received as belonging to the customer;

(iii) segregate-altcalculate the total dIQItal asset obligations of the person, and at all times hold
money, assets, arelor property reeeives ;
persenequal to or in excess of the total digital asset obllqatlons and

(iv) not commingle such money, assets and property held to meet the total commodity obligation
with the funds of the person or use the money, assets, or property to margin, secure, or
guarantee any trade or contract, or to secure or extend the credit, of any customer or person
other than the one for whom the same are held, except that—

(1) the money, assets, and property of any customer may be commingled with that of any
other customer, if separately accounted for; and

(I1) the share of the money, assets, and property, as in the normal course of business
are necessary to margin, guarantee, secure, transfer, adjust, or settle a contract of sale of
a commodity asset, may be withdrawn and applied to do so, including the payment of
commissions, brokerage, interest, taxes, storage, and other charges lawfully accruing in
connection with the contract of sale of adigital commodity.

(B) ADDITIONAL RESOURCES.—

(i) In ceNeraL.—This section shall not prevent or be construed to prevent the person from adding
to the customer money, assets, and property required to be segregated under subparagraph (A),
additional amounts of money, assets, or property from the account of the person as the person
determines necessary to prev o i hold
money, assets, or property equal to or in excess of the total digital asset obllqatlons of the
person.

(i) TREATMENT AS CUSTOMER FUNDS.—ANY money, assets, or property deposited pursuant to clause
(i) shall be considered customer property within the meaning of this subsection.

(€) CoMPLIANCE-ANB-ENFOREEMENT.—

(1) IN cENEraL.—A person who has filed a notice of intent to reglster under thls sectlon and is in
compllance with this section shall A

be exempt from Securities and Exchange Commission rules and regulations pertaining to
registerregistering as a national securities exchange, broker, dealer, or clearing agency, for activities
related to a digital assets-deermed-a-seerityasset.

(2) NoncompLiaNce.—Paragraph (1) shall not apply if, after notice from the Commission and a reasonable
opportunity to correct the deficiency, a person who has submitted a notice of intent to register is not in
compliance with this section.

(3) ANTI-FRAUD AND ANTI-MANIPULATION.—Paragraph (1) shall not be construed to limit any_anti-fraud
anti-mani pul ation,-anti-frade; or false reporting enforcement authority of the Eemmission-erCommission
the Securities and Exchange Commission, a registered futures association, or a national securities
association.

(4) DeListinc.—Paragraph (1) shall not be construed to limit the authority of the Commission erand
the Securities and Exchange Commission to jointly require a person to delist an asset for trading if the
Commission erand the Securities and Exchange Commission determines that the listing is inconsistent
with the Commodity Exchange Act, the securities laws (including regulations under those laws), or this
Act.

(f)-Fiaal RecisTRATION.—
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(1) IN ceENEraL.—A person may not file a notice of intent to register with the Commission after the
Commission has finalized its rules for the registration of digital commodity exchanges, digital commodity
brokers, or digital commodity dealers, as appropriate.

(2) TRANSITION TO FHAL-REGISTRATION.—

Subsection (€)(1) shall not apply to a person who has submitted a notice of intent to register if—

(#A) the Commission—

(H) determines that the person has failed to comply with the requirements of this section; or

(Hii) denies the application of the person to register; or
(HB) the digital commodity exchange, digital commaodity broker, or digital commodity dealer that
filed a notice of intent to register failed to registerapply for registration as such with the Commission
within 180 days after the Cemmission-finatized-theeffective date of the final rules of the Commission
for the registration of digital commodity exchanges, digital commodity brokers, or digital commodity
dealers, as appropriate.

(9)_Rulemaking.—

(1) In ceEneraL.—Wthin 180 days after the date of the enactment of this Act, a registered futures

association shall adopt and enforce rules applicable to persons required by subsection (a)(3) to be

members of the association.

(2) FEes—The rules adopted under paragraph (1) may provide for dues in accordance with section 17(b)

(6) of the Commodity Exchange Act.

(3) ErrFect.—A registered futures association shall submit to the Commission any rule adopted under

paragraph (1), which shall take effect pursuant to the requirements of section 17(j) of the Commodity

Exchange Act.

(h) LiasiLiTy oF THE FiLer.—It shall be unlawful for any person to provide false information in support of
afiling under this section if the person knewinaghyknew or reasonably should have known that the information
was false.

(i) WHisTLEBLOWER ENFORCEMENT.—FOr purposes of section 23 of the Commodity Exchange Act, the term
“this Act” includes this section.

SEC. 107. NOTICE OF INTENT TO REGISTER FOR DIGITAL ASSET BROKERS, DEALERS, AND
TRADING SYSTEMS.

(8) IN GENERAL.—

(1) Norice oF INTENT To REGISTER.—ANY person may file a notice of intent to register with the Securities
and Exchange Commission (in this section referred to as the “Commission”) as—

(A) adigita asset trading system, for a person intending to register as a digital asset trading system
under section 6(m) of the Securities Exchange Act of 1934;

(B) adigital asset broker, for a person intending to register as adigital asset broker under section 15H
of the Securities Exchange Act of 1934; or

(C) adigital asset dedler, for a person intending to register as a digital asset dealer under section 15H
of the Securities Exchange Act of 1934.

(2) FmsConpimions—A person desiting-te-fitefiling a notice of intent to register under paragraph (1)
shall be in compliance with this section if the person—

(A) submits to the Eemmission—
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)

Commission and continues to materially update a statement of the nature of the registrations the filer
intends to pursue;

and

B theinf . el I . op—
(B) submits to the Commission and continues to materially update the information required by
subsections (b) and (c);

(C) complies with the reguirements of subsection (d); and

(D) is a member of a national securities association registered under section 15A of the Securities

Exchange Act of 1934 (15 U.S.C. 780—3) and complies with the rules of the association, including the
rules of the association pertaining to customer disclosures and protection of customer assets.

(b) DiscLosure oF GENERAL INFOrRmATION.—A person filing a notice of intent to register under subsection
(a) shall disclose to the Commission the following:

(1) Information concerning the management of the person, including information describing—
(A) the ownership and management of the person;
(B) thefinancial condition of the person;
(C) effiliated entities;and
(D) potential conflicts of iaterest

interest;
(E) the address of the person, including—
(i) the place of incorporation;
(ii) the principal place of business; and
(iii) an address for service of process; and
(F) alist of the Sates in which the person has operations.
(2) Information concerning the operations of the person, including—

(A) a general description of the person’s business and the terms of service for United Sates
customers;

(B) a description of the person’s account approval process;

(C) any rulebook or other customer order fulfilment rules;
(BD) risk management procedures;and

(€E) adescription of the product listing process; and

(F) anti-money laundering policies and procedures.

(c) Listing INFORMATION.—A person filing a notice of intent to register under subsection (a) shall provideto
the Commission and the Commodity Futures Trading Commission a detailed description of —

(1) the specific characteristics of each digital asset listed or offered for trading by the person, including

information regarding the digital asset’s market activity, distribution, and functional use; and

(2) the product listing determination made by the person for each asset listed or offered for trading by the

person.

(d) RequiremenTs.—A person filing a notice of intent to register under subsection (a) shall comply with
the following requirements:

(1) NATONAL—SEEURITIES ASSOEHATION—THE-PERSON-SHALEBE-A—MEMBERSTATUTORY DISQUALIFICATION.—EXCept

to the extent otherwise specifically provided by Commission efor a national securities association

registeredrule, regulation, or order, the person may not permit an individual who is subject to a statutory
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tranaactlons on behalf of the person if the person knows or in the exercise of reasonabl e discretion should

know, the individual is subject to a statutory disqualification.

(2) Books anD RecorDs.—The person shall keep their books and records open to inspection and
examination by the Commission and any national securities association of which they are a member.

(3) CusromeR piscLosures.— The person shall disclose to customers—
(A) information about the material risks and characteristics of the assets listed for trading on the
person;
(B) information about the material risks and characteristics of the transactions facilitated by the
person;
and

€

(C) information about the location and manner in which the digital assets of the customer will be and
are custodied;

(D) information concerning the person’s policies and procedures related to the protection of
customers data; and

(E) in their disclosure documents, offering documents, and promotional material;material—
(i) in a prominent manner, that they are not registered with or regulated by the Commission; and

(ii) the contact information for the whistleblower, complaint, and reparation programs of the
Commission.

(4) CUSTOMER ASSETS.—
(A) IN GENERAL.—The person shall—

(i) hold customer money, assets, and property in a manner to minimize the risk of loss to
the customer or unreasonable delay in customer access to money, assets, and property of the
customer;

(ii) treat and deal with all money, assets, and property, including any rights associated with any
such money, assets, or property, of any customer received as belonging to the customer;

(iii) segregate all money, assets, and property received from any customer of the person from the
funds of the person, except that—

(I) the money, assets, and property of any customer may be commingled with that of any
other customer, if separately accounted for; and

(I1) the share of the money, assets, and property, as in the normal course of business
are necessary to margin, guarantee, secure, transfer, adjust, or settle a contract of sale
of a digital asset, may be withdrawn and applied to do so, including the payment of
commissions, brokerage, interest, taxes, storage, and other charges lawfully accruing in
connection with the contract of sale of adigital asset.

(B) ADDITIONAL RESOURCES.—

(i) In eeENeraL.—This section shall not prevent or be construed to prevent the person from adding
to the customer money, assets, and property required to be segregated under subparagraph (A)
additional amounts of money, assets, or property from the account of the person as the person
determines necessary to hold money, assets, or property equal to or in excess of the total digital
asset obligation of the person.

(i) TREATMENT AS CUSTOMER FUNDS.—ANY money, assets, or property deposited pursuant to clause
(i) shall be considered customer property within the meaning of this subsection.

(e) CoMPLIANCE.—

Page 20 of 85



21

CoMPARATIVE PRINT

(1) In ceneraL.—A person who has filed a notice of intent to register under this section and is in
compliance with this section shall be exempt from Commission rules and regulations pertaining to
registering as a national securities exchange, broker, dealer, or clearing agency, for activities related to a
digital asset-deemed-aseetrity.

(2) NoncompLiance.—Paragraph (1) shall not apply if, after notice from the Commission and a reasonable
opportunity to correct the deficiency, a person who has submitted a notice of intent to register is not in
compliance with this section.

(3) ANTI-FRAUD AND ANTI-MANIPULATION.—Paragraph (1) shall not be construed to limit any fraud, anti-
manipulation, or false reporting enforcement authority of the Eemmissier-erCommission, the Commaodity
Futures Trading Commission, a registered futures association, or a national securities association.

(4) Devisting.—Paragraph (1) shall not be construed to limit the authority of the Commission and the
Commodity Futures Trading Commission to jointly require a person to delist an asset for trading if the
Commission and the Commodity Futures Trading Commission determines that the listing is inconsistent
with the Commodity Exchange Act, the securities laws (including regulations under those laws), or this
Act.

(f)-Fiaal RecisTRATION.—

(1) IN eeENEraL.—A person may not file a notice of intent to register with the Commission after the
Commission has finalized its rules for the registration of digital asset brokers, digital asset dealers, digital
asset trading systems, and notice-registered clearing agencies, as appropriate.

(2) TRANSITION TO FiAE-REGISTRATION.—Subsection (€)(1) shall not apply to a person who has submitted a
notice of intent to register if—

(A) the Commission—

(i) determines that the person has failed to comply with the requirements of this section; or
(i) denies the application of the person to register; or

(B) the digital asset broker, digital asset dealer, or digital asset trading system that filed a notice of
intent to register failed to apply for registration as such with the Commission within 180 days after
the effective date of the Commission’s final rules for the registration of digital asset brokers, digital
asset dedlers, and digital asset trading systems, as appropriate.

(9) LiaBiLiTy oF THE FiLEr.—It shall be unlawful for any person to provide false information in support of a
filing under this section if the person knew or reasonably should have known that the information was false.

(h) NATIONAL SECURITIES ASSOCIATION.—

(1) In qeneral —A natlonal securities association shalmay adopt Fulr%—fer—membershi-p—w'ﬁh—aﬂeh

days—aﬁelhthedateef—maetment—ef—thrsﬁetand enforce ruleswrltten specmcal Iv for persons f|||nq a not| ce

of intent to register under subsection (a), including rules that prescribe reasonable fees and charges to
defray the costs of the national securities association related to overseeing such persons.

(2) ApprovaL BY THE Commisson.—\Wth respect to a provisional rule described under paragraph (1) filed
with the Commission, the Commission shall—
(A) not later than 90 days following the date of such filing, approve the rule if the Commission
deter mines that the rul e effectuates the purposes of this section; and
(B) make such approval on a summary basis pursuant to section 19(b)(3)(B) of the Securities
Exchange Act of 1934.

(i) Whistleblower Enforcement.—For purposes of section 21F of the Securities Exchange Act of 1934 (15
U.S.C. 78u-6), the term “ securities laws’ includes this section.

SEC. 108. COMMODITY EXCHANGE ACT SAVINGS PROVISIONS.
(a) IN GeNeraL.—Nothing in this Act shall affect or apply to, or be interpreted to affect or apply to—
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(1) any agreement, contract, or transaction that is subject to regulatien-tnrder-the Commodity Exchange
Act as—

(A) acontract of sale of acommodity for future delivery or an option on such a contract;
(B) aswap;
(C) asecurity futures product;
(D) an option authorized under section 4c of such Act;
(E) an agreement, contract, or transaction described in section 2(c)(2)(C)(i) of such Act; or
(F) aleverage transaction authorized under section 19 of such Act; or

(2) the activities of any person with respect to any such agreement, contract, or transaction.

(b) ProHiBITIONS ON SPorT DicitaL CommopiTy EnmimiEs—Nothing in this Act authorizes, or shall be
interpreted to authorize, a digital commodity exchange, digital commodity broker, or digital commodity dealer
to engage in any activities involving any transaction, contract, or agreement described in subsection (a)(1),
solely by virtue of being registered or filing notice of intent to register as a digital commaodity exchange, digital
commodity broker, or digital commodity dealer.

(c) DeriniTions.—In this section, each term shall have the meaning provided in the Commaodity Exchange
Act or the regulations prescribed under such Act.

SEC. 109. ADMINISTRATIVE REQUIREMENTS

(2) SecuriTiEs AND ExcHANGE AcT oF 1934.—Section 21A of the Securities and Exchange Act of 1934 (15
U.S.C. 78u-1) is amended by adding at the end the following:

“ (1) Duty oF MEMBERS AND FEDERAL EMPLOYEES RELATED TO DIGITAL ASSETS.—

“(1) In ceneraL.—Solely for purposes of the insider trading prohibitions arising under this Act, including
section 10 and Rule 10b-5 thereunder, each individual who is a Member of Congress, an employee of
Congress, or an employee or agent of any department or agency of the Federal Government owes a duty
arising from a relationship of trust and confidence to the Congress, the United Sates Government, and the
citizens of the United Sates with respect to material, nonpublic information related to a restricted digital
asset that is derived from such individual’s position as a Member of Congress, employee of Congress,
or_as an employee or agent of a department or agency of the Federal Government or gained from the
performance of such individual’s official responsibilities.

“ (2) Derinimions.—In this subsection, the terms ‘ Member of Congress’ and ‘ employee of Congress _have
the meaning given those terms, respectively, under subsection (g)(2).”

(b) CommoniTy ExcHanGE AcT.—Section 4c¢(a) of the Commodity Exchange Act (7 U.S.C. 6¢(a)) is amended

(1) in paragraph (3)—
(A) in subparagraph (B), by striking “ or”_at the end;
(B) in subparagraph (C), by striking the period and inserting“ ; or” ; and

(C) by adding at the end the following:

“ (D) a contract of sale of a digital commodity.”

(2) in paragraph (4)—
(A) in subparagraph (A)—
(i) in clause (ii), by striking “ or” at the end;

(i) in clause (iii), by striking the period and inserting “ ; or” ; and
(iii) by adding at the end the following:
“ (iv) a contract of sale of a digital commodity.”
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(B) in subparagraph (B)—
(i) in clause (ii), by striking “ or”_at the end;
(i) in clause (iii), by striking the period and inserting “ ; or” ; and
(iii) by adding at the end the following:
“(iv) a contract of sale of a digital commodity.”

;and
(C) in subparagraph (C)—
(i) in clause (ii), by striking “ or” at the end;
(i) by striking “ (iii) a swap, provided however,” and inserting the following:
“ (iii) a swap; or
“(iv) a contract of sale of a digital commodity,
provided, however,”
;and
(iii) by striking “ clauses (i), (ii), or (iii)” and insert “ any of clauses (i) through (iv)” .

SEC. £11690. INTERNATIONAL HARMONIZATION.
In order to promote effective and consistent global regulation of digital assets, the Commodity Futures
Trading Commission and the Securities and Exchange Commission, as appropriate—

(1) shall consult and coordinate with foreign regulatory authorities on the establishment of consistent
international standards with respect to the regulation of digital assets, restricted digital assets, and digital
commodities; and

(2) may agree to such information-sharing arrangements as may be deemed to be necessary or appropriate
in the public interest or for the protection of investors, customers, and users of digital assets.

SEC. 336:111. IMPLEMENTATION.

(a) GLoBAL RuLEmAkiING TiMEFRAME.—UnIess otherwise provided in this Act or an amendment made by
this Act, the Commodity Futures Trading Commission and the Securities and Exchange Commission, or both,
shall individually, and jointly where required, promulgate rules and regulations required of each Commission
under this Act or an amendment made by this Act not later than 360 days after the date of enactment of this
Act.

(b) RuLEs AND REeaIsTRATION BEFORE FINAL EFFECTIVE DATES.—

(1) In ceneraL.—In order to prepare for the implementation of this Act, the Commaodity Futures Trading
Commission and the Securities and Exchange Commission may, before any effective date provided in this
Act—

(A) promulgate rules, regulations, or orders permitted or required by this Act;
(B) conduct studies and prepare reports and recommendations required by this Act;
(C) register persons under this Act; and

(D) exempt persons, agreements, contracts, or transactions from provisions of this Act, under the
terms contained in this Act.

(2) LimitaTion oN EFFECTIVENESS.—AN action by the Commodity Futures Trading Commission or the
Securities and Exchange Commission under paragraph (1) shall not become effective before the effective
date otherwise applicable to the action under this Act.

TITLEII—CLARITY FOR ASSETSOFFERED AS
PART OF AN INVESTMENT CONTRACT
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SEC. 201. SHORT TITLE.
Thistitle may be referred to as the “ Securities Clarity Act of 2024” .

SEC. 202. TREATMENT OF INVESTMENT CONTRACT ASSETS

(a) SecuriTies Act oF 1933.—Section 2(a) of the Securities Act of 1933 (15 U.SC. 77b(a)), as amended by
section 101, is further amended—

(1) in paragraph (1), by adding at the end the following: “ The term ‘security’ does not include an
investment contract asset.” ; and

(2) by adding at the end the following:
“(37) The term ‘investment contract asset’ means a fungible digital representation of value—

“(A) that can be exclusively possessed and transferred, person to person, without necessary
reliance on an intermediary, and is recorded on a cryptographically secured public distributed
ledger;

“(B) sold or otherwise transferred, or intended to be sold or otherwise transferred, pursuant to
an investment contract; and

“(C) that is not otherwise a security pursuant to the first sentence of paragraph (1).”

(b) InveEsTMENT ADvisErRs Act oF 1940.—Section 202(a)(18) of the Investment Advisers Act of 1940 (15
U.S.C. 80b—2(a)(18)) is amended by adding at the end the following: “ The term ‘ security’ does not include an
investment contract asset (as such termis defined under section 2(a) of the Securities Act of 1933).” .

(c) InvestMENT Company Act oF 1940.—Section 2(a)(36) of the Investment Company Act of 1940 (15
U.S.C. 80a—2(a)(36)) is amended by adding at the end the following: “ The term ‘ security’ does not include an
investment contract asset (as such termis defined under section 2(a) of the Securities Act of 1933).” .

(d) SecuriTiEs ExcHanGe Act oF 1934.—Section 3(a)(10) of the Securities Exchange Act of 1934 (15 U.S.C.
78c(a)(10)) is amended by adding at the end the following: “ The term ‘ security’ does not include an investment
contract asset (as such termis defined under section 2(a) of the Securities Act of 1933).”.

(e) SecuriTiEs INVESTOR ProTECTION ACT oF 1970.—Section 16(14) of the Securities Investor Protection Act
of 1970 (15 U.SC. 78l11(14)) is amended by adding at the end the following: “ The term ‘ security’ does not
include an investment contract asset (as such term is defined under section 2(a) of the Securities Act of 1933).” .

TITLE HIII—OFFERSAND SALESOF DIGITAL
ASSETS

SEC. 201:301. EXEMPTED TRANSACTIONS IN DIGITAL ASSETS.
() IN GENEraL.—The Securities Act of 1933 (15 U.S.C. 77a et seq.) is amended—
(1) in section 4(a), by adding at the end the following:

“(8) transactions involving the offer or sale of units of adigital asset by a digital asset issuer, if—

“(A) the aggregate amount of units of the digital asset sold by the digital asset issuer in
reliance on the exemption provided under this paragraph, during the 12-month period preceding
the date of such transaction, including the amount sold in such transaction, is not more than
$75,000,000 (as such amount is annually adjusted by the Commission to reflect the change in
the Consumer Price Index for All Urban Consumers published by the Bureau of Labor Statistics
of the Department of Labor);

“(B) with respect to a transaction involving the purchase of units of a digital asset by a person
who is not an accredited investor, the aggregate amount of all units of digital assets purchased
by such person during the 12-month period preceding the date of such transaction, including the
unit of adigital asset purchased in such transaction, does not exceed the greater of—
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“(i) 10 percent of the person’s annual income or joint income with that person’s spouse or
spousal equivalent; or

“(ii) 10 percent of the person’s net worth or joint net worth with the person’s spouse or
spousal equivalent;

“(C) after the completion of the transaction, the purchaser does not own more than 10 percent
of the total amount of the units of the digital asset sold in reliance on the exemption under this

paragraph;
“(D) the transaction does not involve the offer or sale of any digital asset not offered as part of
an investment contract;

“(E) the transaction does not involve the offer or sale of aunit of adigital asset by adigital asset
issuer that—

“(i) is not organized under the laws of a State, aterritory of the United States, or the District
of Columbia;

“(i) is a development stage company that either—
“(IN has no specific business plan or purpose; or
“(I1) has indicated that the business plan of the company is to merge with or acquire an
unidentified company;

“(iii) is an investment company, as defined in section 3 of the Investment Company Act
of 1940 (15 U.S.C. 80a-3), or is excluded from the definition of investment company by
section 3(b) or section 3(c) of that Act (15 U.S.C. 80a-3(b) or 80a-3(c));

“(iv) is issuing fractiona undivided interests in oil or gas rights, or a similar interest in
other mineral rights;

“(v) is, or has been, subject to any order of the Commission entered pursuant to section
12(j) of the Securities Exchange Act of 1934 during the 5-year period before the filing of
the offering statement; or

“(vi) is disqualified pursuant to section 230.262 of title 17, Code of Federal Regulations;
and

“(F) the issuer meets the requirements of section 4B(a).”
; and
(2) by inserting after section 4A the following:
“SEC. 4B. REQUIREMENTS WITH RESPECT TO CERTAIN DIGITAL ASSET TRANSACTIONS.
“ (@) REQUIREMENTS FOR DIGITAL ASSET |SSUERS.—

“(1) INFORMATION REQUIRED IN STATEMENT.—A digital asset issuer offering or selling a unit of digital
asset in reliance on section 4(8)(8) shall file with the Commission a statement containing the
following information:

“(A) The name, legal status (including the jurisdiction in which the issuer is organized and the
date of organization), and website of the digital asset issuer.

“(B) The address and tel ephone number of the issuer or alegal representative of the issuer.

“(C) A certification that the digital asset issuer meets the relevant requirements described under
section 4(a)(8).

“(D) An overview of the material aspects of the offering.

“(E) A description of the purpose and intended use of the offering proceeds.

“(F) A description of the plan of distribution of any unit of adigital asset that isto be offered.
“(G) A description of the material risks surrounding ownership of aunit of adigital asset.

“(H) A description of the material aspects of the digital asset issuer’s business.
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“(I A description of exempt offerings conducted within the past three years by the digital asset
issuer.
“(J) A description of the digital asset issuer and the current number of employees of the digital
asset issuer.

“(K) A description of any material transactions or relationships between the digital asset issuer
and affiliated persons.

“(L) A description of exempt offerings conducted within the past three years.

“(2) INFORMATION REQUIRED FOR PURCHASERS.—A digital asset issuer_that has filed a statement under
paragraph (1) to offer and sell a unit of a digital asset in reliance on section 4(a)(8) shall disclose the
information described under section 43 of the Securities Exchange Act of 1934 on afreely accessible
public website.

“(3) ONGOING DISCLOSURE REQUIREMENTS.—A digital asset issuer that has filed a statement under
paragraph (1) to offer and sell a unit of a digital asset in reliance on section 4(a)(8) shall file the
following with the Commission:

“(A) AnNuAaL rRerorTs.—AN annual report that includes any material changes to the information
described under paragraph (2) for the current fiscal year and for any fiscal year thereafter, unless
the issuer is no longer obligated to file such annual report pursuant to paragraph (4).

“(B) SemiannNuAL ReporTs.—Along with each annual report required under subparagraph (A),
and separately six months thereafter, a report containing—

“(i) an updated description of the current state and timeline for the development of the
blockchain system to which the digital asset relates, showing how and when the blockchain
system intends or intended to be considered a functional aetwerksystem and a decentralized
nAebworksystem;

“(ii) the amount of money raised by the digital asset issuer in reliance on section 4(a)(8),
how much of that money has been spent, and the general categories and amounts on which
that money has been spent; and

“(iii) any material changes to the information in the most recent annual report.

“(C) Current RePORTS.—A current report shall be filed with the Commission reflecting any
material changes to the information previously reported to the Commission by the digital asset
issuer.

“(4) TERMINATION OF REPORTING REQUIREMENTS.—

“(A) IN ceNErRAL.—The ongoing reporting requirements under paragraph (3) shall not apply to a
digital asset issuer 180 days after the end of the covered fiscal year.

“(B) CovERED FisCAL YEAR DEFINED.—IN this paragraph, the term ‘covered fiscal year’ means the
first fiscal year of an issuer in which the blockchain system to which the digital asset relatesis a
functional retwerksystem and certified to be a decentralized retwerksystem under section 44 of
the Securities Exchange Act of 1934.

“(b) REQUIREMENTS FOR |NTERMEDIARIES.—

“(2) In ceNeraL.—A person acting as an intermediary in a transaction involving the offer or sale of a
unit of adigital asset in reliance on section 4(a)(8) shall—

“(A) register with the Commission as a digital asset broker; and

“(B) be a member of a national securities association registered under section 15A of the
Securities Exchange Act of 1934 (15 U.S.C. 780-3).

“(2) PURCHASER QUALIFICATION.—

“(A) IN ceneraL.—Each time, before accepting any commitment (including any additional
commitment from the same person), an intermediary or digital asset issuer shall have a
reasonable basis for believing that the purchaser satisfies the requirements of section 4(a)(8).
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“(B) RELIANCE ON PURCHASER'S REPRESENTATIONS.—FoOr purposes of subparagraph (A), an
intermediary or digital asset issuer may rely on a purchaser’s representations concerning the
purchaser’s annual income and net worth and the amount of the purchaser’s other investments
made, unless the intermediary or digital asset issuer has reason to question the reliability of the
representation.

“(C) RELIANCE ON HNFERMEBHARYISSUER.—FFOr purposes of determining whether a transaction meets
the requirements described under subparagraph (A) through (C) of section 4(a)(8), a-digital-asset
ssderan intermediary may rely on the efforts of ar-thtermediarya digital asset issuer.

“(c) AppITIONAL PrROVISIONS.—

“(1) AcCcEPTANCE OF WRITTEN OFFERS; SALES.—After an issuer files a statement under paragraph (1) to
offer and sell adigital asset in reliance on section 4(a)(8)—

“(A) written offers of the digital asset may be made; and

“(B) the issuer may sell the digital assets in reliance on section 4(a)(8), if such sales meet al
other requirements.

“(2) SOLICITATION OF INTEREST.—

“(A) In ceneraL.—ALt any time before the filing of a statement under paragraph (1), a digital
asset issuer may communicate orally or in writing to determine whether there is any interest
in a contemplated offering. Such communications are deemed to be an offer of a unit of a
digital asset for sale for purposes of the anti-fraud provisions of the Federal securities laws. No
solicitation or acceptance of money or other consideration, nor of any commitment, binding or
otherwise, from any person is permitted until the statement is filed.

“(B) ConbiTions.—In any communication described under subparagraph (A), the digital asset
issuer shall—

“(i) state that no money or other consideration is being solicited, and if sent in response,
will not be accepted,;

“(ii) state that no offer to buy a unit of a digital asset can be accepted and no part of
the purchase price can be received until the statement is filed and then only through an
intermediary; and

“(iii) state that a person’s indication of interest involves no obligation or commitment of
any kind.
“(C) INDICATIONS OF INTEREST.—ANY written communication described under subparagraph (A)
may include a means by which a person may indicate to the digital asset issuer that such person
isinterested in a potentia offering. A digital asset issuer may require a name, address, telephone
number, or email address in any response form included with a communication described under
subparagraph (A).
“(3) DisQuALIFicaTION PRovisions.—The Commission shall issue rules to apply the disqualification
provisions under section 230.262 of title 17, Code of Federal Regulations, to the exemption provided
under section 4(a)(8).

(b) AppITIONAL EXEMPTIONS.—

(1) CeRTAIN REGISTRATION REQUIREMENTS.—Section 12(g)(6) of the Securities Exchange Act of 1934 (15
U.S.C. 78I(g)(6)) is amended by striking “under section 4(6)” and inserting “under section 4(a)(6) or
4(a)(8)".
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(2) ExemPTION FROM STATE REGULATION.—Section 18(b)(4) of the Securities Act of 1933 (15 U.S.C. 77r(b)
(4)) is amended—

(A) in section (B), by striking “section 4(4)” and inserting “ section 4(a)(4)";

(B) in section (C), by striking “section 4(6)” and inserting “section 4(a)(6)";

(C) in subparagraph (F)—
(i) by striking “section 4(2)" each place such term appears and inserting “ section 4(a)(2)”;
(i) by striking “or” at the end;

(D) in subparagraph (G), by striking the period and inserting “; or”; and

(E) by adding at the end the following:
“(H) section 4(a)(8)."

SEC. 262:302. REQUIREMENTS FOR OFFERS AND SALES OF CERTAIN DIGITAL ASSETS.

(a) In General.—Title | of the Securities Exchange Act of 1934 (15 U.S.C. 78a et seq.) is amended by
adding at the end the following:

“SEC. 42. REQUIREMENTS FOR OFFERS AND SALES OF CERTAIN DIGITAL ASSETS.
“ (@) OrrERs AND SALES oF CERTAIN RESTRICTED DIGITAL ASSETS.—

“(1) In ceneraL.—Notwithstanding any other provision of law, subject to paragraph (2), arestricted digital
asset may be offered and sold on a digital asset trading system by any person other than a digital asset
issuer if, at the time of such offer or sale, any blockchain system to which the restricted digital asset relates
is a functional petwerksystem and the information described in section 43 has been certified and made
publicly available for any blockchain system to which the restricted digital asset relates.

“(2) ADDITIONAL RULES FOR RELATED PERSONS AND AFFILIATED PERSONS.—EXcept as provided under subsection
(c), arestricted digital asset owned by arelated person or an affiliated person may only be offered or sold
after 12 months after the later of —

“(A) the date on which such restricted digital asset was acquired; or
“(B) the digital asset maturity date.
“(b) Orrers AND SaLES oF CERTAIN DiGiITAL COMMODITIES.—
“(2) IN GENERAL.—SUbject to paragraph (2), adigital commodity may be offered and sold by any person.

“(2) RuLEs FOR RELATED AND AFFILIATED PERSONS.—EXcept as provided under subsection (c), a digital
commodity may only be offered or sold by arelated person or an affiliated person if—

“(A) the holder of the digital commodity ewnredoriginally acquired the digital eemmedityasset while
it was arestricted digital asset fernot |ess than 12 months after the later of—

“(i) the date on which such restricted digital asset was acquired; or
“(ii) the digital asset maturity date;

“(B) any blockchain system to which the digital commodity relates is certified to be a decentralized
netwerksystem under section 44; and

“(C) the digital commodity is offered or sold on or subject to the rules of a digital commodity
exchange registered under section 5i of the Commodity Exchange Act.

“(3) Nor AN INVESTMENT coNTRACT.—For purposes of the securities laws, an offer or sale of a digita
commodity that does not violate paragraph (2) shall not be atransaction in an investment contract.

“(c) SaLEs RestricTIONS FOR AFFILIATED PERsons.—A digital asset may be offered and sold by an affiliated
person under subsection (a) or (b) if—

“(2) the aggregate amount of such digital assets sold in any 3-month period by the affiliated person is not

greater than one percent of the digital assets then outstanding; or
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“(2) the affiliated person prompitly, following the placement of an order to sell one percent or more of the
digital assets then outstanding during any 3-month period, reports the sale to—

“(A) the Commaodity Futures Trading Commission, in the case of an order to sell adigital commodity
on or subject to the rules of adigital commodity exchange; or

“(B) the Securities and Exchange Commission, in the case of a sell order for arestricted digital asset
placed with a digital asset trading system.

“(d) TReaTMENT oF CeRTAIN END UsER DisTRIBUTIONS UNDER THE SECURITIES LAWS.—

“(2) In ceNeraL.—With respect to a digital asset, an end user distribution is described under this paragraph
if—
“(A) each blockchain system to which such digital asset relatesis a functional retwerksystem; and

“(B) with respect to the digital asset and each blockchain system to which such digital asset relates,
the information described in section 43 has been certified and made publicly available.
“(2) Not AN INVESTMENT CONTRACT.—FOr purposes of the securities laws, an end user distribution described
under paragraph (1) shall not be atransaction in an investment contract.

“(3) Exemprion.—Section 5 of the Securities Act of 1933 (15 U.S.C. 77e) shall not apply to an end
user distribution described under paragraph (1) or a transaction in a unit of digital asset issued in such a
distribution.”

(b) RuLE oF ConstrucTioN.—Nothing in this Act or the amendments made by this Act may be construed to
restrict the use of a digital asset, except as expressly provided in connection with—

(1) the offer or sale of a restricted digital asset or digital commodity; or
(2) an intermediary’ s custody of a restricted digital asset or digital commodity.

SEC. 203:303. ENHANCED DISCLOSURE REQUIREMENTS.
Title | of the Securities Exchange Act of 1934 (15 U.S.C. 78a et seq.), as amended by section 282,302, is
further amended by adding at the end the following:

“SEC. 43. ENHANCED DISCLOSURE REQUIREMENTS WITH RESPECT TO DIGITAL ASSETS.

“(a) DiscLosure INFormATION.—With respect to a digital asset and any blockchain system to which the
digital asset relates, the information described under this section is as follows:

“(1) Source cope.—The source code for any blockchain system to which the digital asset relates.

“(2) TransacTioN HisTORY.—A description of the steps necessary to independently access, search, and
verify the transaction history of any blockchain system to which the digital asset relates.

“(3) DiciTaL asseT EcoNomics.—A description of the purpose of any blockchain system to which the digital
asset relates and the operation of any such blockchain system, including—

“(A) information explaining the launch and supply process, including the number of digital assets to
be issued in an initial alocation, the total number of digital assets to be created, the release schedule
for the digital assets, and the total number of digital assets then outstanding;

“(B) information on any applicable consensus mechanism or process for validating transactions,
method of generating or mining digital assets, and any process for burning or destroying digital assets
on the blockchain system;

“(C) an explanation of governance mechanisms for implementing changes to the blockchain system
or forming consensus among holders of such digital assets; and

“(D) sufficient information for a third party to create atool for verifying the transaction history of the
digital asset.
“(4) PLaN oF DEVELOPMENT.—The current state and timeline for the devel opment of any blockchain system
to which the digital asset relates, showing how and when the blockchain system intends or intended to be
considered afunctional retwerksystem and decentralized retwerksystem.
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“(5) DeveLormeNT piscLosures.—A list of all persons who are related persons or affiliated persons who
have been issued a unit of a digital asset by a digital asset issuer or have aright to a unit of adigital asset
from adigital asset issuer.
“(6) Risk FACTOR DISCLOSURES.—WA
descr|pt|on of the material risks surrounding ownershlp of aunit of adigital asset.

“(bl) cerFirreationIN GENERAL.—With respect to a digital asset and any blockchain system to which the
digital asset relates, the information regired-te-be-rmade-avattabledescribed under this section has been
certified if the digital asset issuer, an affiliated person, a decentralized governance system, or a digital
commodity exchange certifies on a quarterly basisto the Commodity Futures Trading Commission and the
Securities and Exchange Commission that the information is true and correct.

“ (2) Prior piscLosurRes.— nformation described under this section which was made available to the public
prior to the date of enactment of this section may be certified as true and correct on the date such
information was published in final form.

“(3) Rulemaking.—The Commission and the Commodity Futures Trading Commission may jointly issue
rules regarding the certification process described under paragraph (1).”

SEC. 204.304. CERTIFICATION OF CERTAIN DIGITAL ASSETS.
Title | of the Securities Exchange Act of 1934 (15 U.S.C. 78a et seq.), as amended by section 283;303, is
further amended by adding at the end the following:

“SEC. 44. CERTIFICATION OF CERTAIN DIGITAL ASSETS.

“(a) CermiFicaTion—ANy person may certify to the Securities and Exchange Commission that the
blockchain system to which a digital asset relates is a decentralized netwerksystem.

“(b) FiLine Requirements—A certification described under subsection (a) shall be filed with the
Commission, and include—

“(2) information regarding the person making the certification;

“(2) adescription of the blockchain system and the digital asset which relates to such blockchain system,
including—

“(A) the operation of the blockchain system;

“(B) the functionality of the related digital asset;

“(C) any decentralized governance system which relates to the blockchain system; and

“(D) the process to develop consensus or agreement within such decentralized governance system;

“(3) a description of the development of the blockchain system and the digital asset which relates to the
blockchain system, including—

“(A) ahistory of the development of the blockchain system and the digital asset which relates to such
blockchain system;

“(B) adescription of the issuance process for the digital asset which relates to the blockchain system;

“(C) information identifying the digital asset issuer of the digital asset which relates to the blockchain
system; and

“(D) alist of any affiliated person related to the digital asset issuer;

“(4) an analysis of the factors on which such person based the certification that the blockchain systemisa
decentralized retwerksystem, including—

“(A) an explanation of the protections and prohibitions available during the previous 12 months
against any one person being able to—

“(i) control or materially alter the blockchain system;
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“(ii) exclude any other person from using or participating on the blockchain system; and
“(iii) exclude any other person from participating in a decentralized governance system;

“(B) information regarding the beneficial ownership of the digital asset which relates to such
blockchain system and the distribution of voting power in any decentralized governance system
during the previous 12 months,

“(C) information regarding the history of upgrades to the source code for such blockchain system
during the previous 3 months, including—
“(i) adescription of any consensus or agreement process utilized to process or approve changes
to the source code;
“(ii) alist of any material changes to the source code, the purpose and effect of the changes, and
the contributor of the changes, if known; and
“(iii) any changes to the source code made by the digital asset issuer, a related person, or an
affiliated person;
“(D) information regarding any activities conducted to market the digital asset which relates to the
blockchain system during the previous 3 months by the digital asset issuer or an affiliated person of
the digital asset issuer; and
“(E) information regarding any issuance of a unit of the digital asset which relates to such blockchain
system during the previous 12 months; and

“(5) with respect to a blockchain system for which a certification has previously been rebutted under this
section or withdrawn under section 5i(m) of the Commodity Exchange Act, specific information relating
to the analysis provided in subsection (f)(2) in connection with such rebuttal or such section 5i(m)(1)(C) in
connection with such withdrawal .

“(c) ResutTABLE PresumpTioN.—The Commission may rebut a certification described under subsection
(a) with respect to a blockchain system if the Commission, within 60 days of receiving such certification,
determines that the blockchain system is not a decentralized retwerksystem.

“(d) CertiFicaTION REVIEW.—

“(1) In ceneraL.—ANY blockchain system that relates to a digital asset for which a certification has been
made under subsection (@) shall be considered a decentralized nebwerksystem 60 days after the date on
which the Commission receives a certification under subsection (@), unless the Commission notifies the
person who made the certification within such time that the Commission is staying the certification due
to—

“(A) an inadequate explanation by the person making the certification; or
“(B) any novel or complex issues which require additional time to consider.

“(2) PusLic NoTice.—The Commission shall make the following available to the public and provide a copy
to the Commodity Futures Trading Commission:

“(A) Each certification received under subsection (a).
“(B) Each stay of the Commission under this section, and the reasons therefore.

“(C) Any response from a person making a certification under subsection (a) to a stay of the
certification by the Commission.

“(3) ConsoLipaTion.—The Commission may consolidate and treat as one submission multiple
certifications made under subsection (a) for the same blockchain system which relates to a digital asset
which are received during the review period provided under this subsection.

“(€) Stay oF CERTIFICATION.—

“(1) IN ceneraL.—A notification by the Commission pursuant to subsection (d)(1) shall stay the
certification once for up to an additional 120 days from the date of the notification.
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“(2) PusLic commenT periop.—Before the end of the 60-day period described under subsection (d)(1), the
Commission may begin a public comment period of at least 30 days in conjunction with a stay under this
section.

“(f) DisposiTioN OF CERTIFICATION.—
“(2) In eeNeraL.—A certification made under subsection (&) shall—
“(A) become effective—

“(i) upon the publication of a natification from the Commission to the person who made the
certification that the Commission does not object to the certification; or
“(ii) at the expiration of the certification review period; and
“(B) not become effective upon the publication of a notification from the Commission to the person
who made the certification that the Commission has rebutted the certification.

“(2) DETAILED ANALYSIS INCLUDED WITH REBUTTAL.—T he Commission shall include, with each publication of

anotification of rebuttal described under paragraph (1)(B), a detailed analysis of the factors on which the

decision was based.

“(g) RecertiricaTion.—With respect to a blockchain system for which a certification has been rebutted
under this section, no person may make a certification under subsection (a) with respect to such blockchain
system during the 90-day period beginning on the date of such rebuttal.

“(h) AppEAL OF REBUTTAL.—

“(2) In ceneraL.—If acertification is rebutted under this section, the person making such certification may

appeal the decision to the United States Court of Appeals for the District of Columbia, not later than 60

days after the notice of rebuttal is made.

“(2) Review.—In an appeal under paragraph (1), the court shall have de novo review of the determination

to rebut the certification.

SEC. 205:305. EFFECTIVE DATE.

Unless otherwise provided in this title, this title and the amendments made by this title shall take effect
360 days after the date of enactment of this Act, except that, to the extent a provision of this title requires a
rulemaking, the provision shall take effect on the later of—

(1) 360 days after the date of enactment of this Act; or
(2) 60 days after the publication in the Federal Register of the final rule implementing the provision.

TITLE HHIV—REGISTRATION FOR DIGITAL
ASSET INTERMEDIARIES AT THE
SECURITIESAND EXCHANGE COMMISSION

SEC. 36%401. TREATMENT OF DIGITAL COMMODITIES AND OTHER DIGITAL ASSETS.

(8 SecuriTies Act oF 1933.—Section 2(a)(1) of the Securities Act of 1933 (15 U.S.C. 77b(a)(1)) is
amended by adding at the end the following: “The term does not include a digital commodity or permitted
payment stablecoin.”.

(b) SecuriTiES ExcHANGE AcT oF 1934.—Section 3(a) of the Securities Exchange Act of 1934 (15 U.S.C.
78c(a)) is amended—
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(1) in paragraph (1), by adding at the end the following: “The term ‘exchange’ does not include a digital
asset trading systemsystem or a blockchain protocol_offering digital assets, or any person or group of
persons solely because of their development of such a blockchain protocol.”;
(2) in paragraph (2), by adding at the end the following: “A digital asset trading system is not a ‘facility’
of an exchange.”;
(3) in paragraph (4)(A), by inserting “, other than restricted digital assets,” after “securities’;
(4) in paragraph (5)(A), by inserting “restricted digital assets or” after “not including”;
(5) in paragraph (26) by inserting “(other than a notice-registered digital asset clearing agency)” after “or
registered clearing agency”;
(6) in paragraph (28) by inserting “(other than a notice-registered digital asset clearing agency)” after
“registered clearing agency”; and
(7) in paragraph (10), by adding at the end the following: “ Subjeette-sabseetien{i);theThe term does not
include adigital commodity or permitted payment stablecoin.”.
(c) InvesTMENT Apvisers AcT oF 1940.—Section 202(a) of the Investment Advisers Act of 1940 (15 U.S.C.
80b—2) is amended—

(1) in paragraph (18), by adding at the end the following: “ The term does not include a digital commaodity
or permitted payment stablecoin.”;
(2) by redesignating the second paragraph (29) (relating to commodity pools) as paragraph (31);
(3) by adding at the end, the following:

“(32) DiGITAL ASSET-RELATED TERMS—The terms ‘digital commodity’ and ‘permitted payment

stablecoin’ have the meaning given those terms, respectively, under section 2(a) of the Securities
Act of 1933 (15 U.S.C. 77b(a)).”

(d) InvestTMENT ComPany AcT oF 1940.—Section 2(a) of the Investment Company Act of 1940 (15 U.S.C.
80a-2) is amended—

(1) in paragraph (36), by adding at the end the following: “ The term does not include a digital commaodity
or permitted payment stablecoin.”; and
(2) by adding at the end, the following:

“(55) DicITAL AssET-RELATED TERMS.—The terms ‘digital commodity’ and ‘permitted payment

stablecoin’ have the meaning given those terms, respectively, under section 2(a) of the Securities
Act of 1933 (15 U.S.C. 77b(a)).”

SEC. 302—ANF-FRAUB402. AUTHORITY OVER PERMITTED PAYMENT STABLECOINS_ AND
RESTRICTED DIGITAL ASSETS

(8) In GeneraL.—Section 10 of the Securities Exchange Act of 1934 (15 U.S.C. 78j) is amended—

(1) by moving subsection (c) so asto appear after subsection (b);

(2) by designating the undesignated matter at the end of that section as subsection (d); and

(3) by adding at the end the following:

“(e)(1) Rules promulgated under subsection (b) that prohibit fraud, manipulation, or insider trading
(but not rules imposing or specifying reporting or recordkeeping requirements, procedures, or standards as

prophylactic measures against fraud, manipulation, or insider trading), and judicial precedents decided
under subsection (b) and rules promulgated thereunder that prohibit fraud, manipulation, or insider

tradmg, shall apply with r@ to permltted payment stableeel-ns—\ﬁﬂ-ﬂq—F&Gpeet—te—Ehese—eﬁeum&ane%

y : stablecoin transactions and
restrlcted digital assets tran&actlons enqaqed in by a broker ealer digital asset broker, or digital asset
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dealer or through an alternative trading system or digital asset trading platfermsystem to the same extent as
they apply to securities transactions.

“(2) Judicial precedents decided under section 17(a) of the Securities Act of 1933 and sections 9,
15, 16, 20, and 21A of thistitle, and judicia precedents decided under applicable rules promul gated
under such sections, shall apply to permitted payment stablecoins and restricted digital assets with
respect to those circumstances in which the permitted payment stablecoins or restricted digital assets
are brokered, traded, or custodied by a broker, dealer, digital asset broker, digital asset dealer,_or
through an alternative trading system or digital asset trading system to the same extent as they apply
to securities.

“(3) Nothing in this subsection may be construed to provide the Commission authority to make

any rule, regulation,_or requirement; or impose any obligation er-a-permitted-payment-stableesin
sserregardingthe-eperationsor limitation efon a permitted payment stablecoin issuer or a permitted

payment-stablecei-hetudingdigital asset issuer regarding any aspect of the eperationoperations of
a permitted payment stablecoin tssder-erissuer, a digital asset issuer, a permitted payment stablecoin,

or arestricted digital asset.”

(b) TREaTMENT oF PermITTED PaYMENT StaBLecoins.—Title | of the Securities Exchange Act of 1934 (15
U.S.C. 78aet seq.), as amended by section 384,404, is amended by inserting after section 6B the following

“SEC. 6C. TREATMENT OF TRANSACTIONS IN PERMITTED PAYMENT STABLECOINS.
“(a) AuTHORITY TO BROKER, TRADE, AND Custoby PERMITTED PAaYyMENT StaBLEcoINs.—Permitted payment

stablecoins may be brokered, traded, or custodied by a broker, dealer, digital asset broker, or digital asset dealer
or through an alternative trading system or digital asset trading platfermsystem.

“(b) Commission JurispicTion.—The Commission shall only have jurisdiction over a transaction in a
permitted payment stablecoin with respect to those circumstances in which a permitted payment stablecoin is
brokered, traded, or custodied—

“(2) by abroker, dealer, digital asset broker, or digital asset dealer; or

“(2) through an alternative trading system or digital asset trading system.

“(c) Limitation.—Subsection (b) shall only apply to a transaction described in subsection (b) for the
purposes of regulating the offer, execution, solicitation, or acceptance of a permitted payment stablecoin in
those circumstances in which the permitted payment stablecoin is brokered, traded, or custodied—

“(1) by abroker, dealer, digital asset broker, or digital asset dealer; or

“(2) through an alternative trading system or digital asset trading system.”

SEC. 363:403. REGISTRATION OF DIGITAL ASSET TRADING SYSTEMS.
Section 6 of the Securities Exchange Act of 1934 (15 U.S.C. 78f) is amended by adding at the end the
following:

“(m) DiGITAL AsSET TRADING SYSTEM.—

“(1) IN eeNeraL.—It shall be unlawful for any digital asset trading system to make use of the mails or any
means or instrumentality of interstate commerce within or subject to the jurisdiction of the United States
to effect any transaction in a restricted digital asset, unless such digital asset trading system is registered
with the Commission.

“(2) AprLicaTion.—A person desiring to register as a digital asset trading system shall submit to the
Commission an application in such form and containing such information as the Commission may require
for the purpose of making the determinations required for approval.

“(3) ExempTions.—A digital asset trading system that offers or seeks to offer at least one restricted digital
asset shall not be required to register under this section (and sabparagraph (Al) shall not apply to such
digital asset trading system) if the trading system satisfies any exemption contained on alist of exemptions
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prepared by the Commission to be as close as practicable to those exemptions set forth in section 240.3b—
16(b) of title 17, Code of Federal Regulations, applicable to the definition of an exchange.

“(4) ADDITIONAL REGISTRATIONS.—
“(A) WITH THE eomisstonCoMMISION.—
“(i) IN ceENERAL.—A registered digital asset trading system shall be permitted to maintain any
other registration with the Commission relating to the other activities of the registered digital
asset trading system, including as a—
“(I) national securities exchange;
“(I1) broker;
“(11) dedler;
“(IV) dternative trading system, pursuant to part 242 of title 17, Code of Federal
Regulations, asin effect on the date of enactment of this subsection;
“(V) digital asset broker; or
“(VI) digital asset dedler.
“(ii) RuLemakine.—The Commission shall prescribe rules for an entity with multiple
registrations described under sdbparagraphclause (Ai) to exempt the entity from duplicative,
conflicting, or unduly burdensome provisions of this Act and the rules under this Act, to the

extent such an exemption would protect investors, maintain fair, orderly, and efficient markets,
and facilitate capital formation.

“(B) WitH THE CommopITY FuTures TRADING CommissioN.—A registered digital asset trading system
shall be permitted to maintain a registration with the Commodity Futures Trading Commission as a
digital commodity exchange to offer contracts of sale for digital commodities.”

SEC. 364:404. REQUIREMENTS FOR DIGITAL ASSET TRADING SYSTEMS.
Title | of the Securities Exchange Act of 1934 (15 U.S.C. 78aet seq.) is amended by inserting after section 6
the following:
“SEC. 6A. REQUIREMENTS FOR DIGITAL ASSET TRADING SYSTEMS.
“(@) HoLbinG oF CUSTOMER ASSETS.—

“(D +N—GENER#I:QUALIFIED DIGITAL ASSET CUSTODIAN REQUIRED. —A dlgltal asset tradlng Wstem shall hold
customer i

uﬂfeeeeﬁabre—delay—ﬁl—the—aeeees—te—therarlcted d|Q|taJ assets with a quahﬂed dl(]lta] asset custodlan

described under section 6B.
“(2) Custody prohibited.—A digital asset trading system, in its capacity as such, may not hold custody of

customer money, assets, aredor preperty-of-theedstermer:
property.

“(3) Custody in other capacity.—Nothing in this Act may be construed to prohl bit a person reoustered asa
d|g|tal asset trad| ng system shaltfrom hekalholdl ng ,

custody of customer money, assets, or property in any other permitted capacity, including as a digital asset
broker, digital asset dealer, or qualified digital asset custodian in compliance with the requirements er
prepertyof this Act.

“(b) RuLemakinc.—The Commission shall prescribe rules for digital asset trading systems relating to the
following:
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“(1) Norice—Notice to the Commission of the initial operation of a digital asset trading system or any
material change to the operation of the digital asset trading system.

“(2) OrDpER DIsPLAY.—The thresholds at which a digital asset trading system is required to display the
orders of the digital asset trading system, and the manner of such display.

“(3) Fair access—The thresholds at which a digital asset trading system is required to have policies
regarding providing fair access to the digital asset trading system.

“(4) CaraCITY, INTEGRITY, AND SECURITY OF AUTOMATED sysTems.—Policies and procedures reasonably
designed to ensure the capacity, integrity, and security of the digital asset trading system, taking into
account the particular nature of digital asset trading systems.

“(5) EXAMINATIONS, INSPECTIONS, AND INVESTIGATIONS.—The examination and inspection of the premises,
systems, and records of the digital asset trading system by the Commission or by a self-regulatory
organization of which such digital asset trading system is a member.

“(6) RecorbkeeriNg.—The making, keeping current, and preservation of records related to trading activity
on the digital asset trading system.

“(7) RerorTing.—The reporting of transactions in digital assets that occur through the digital asset trading
system.

“(8) Procebures.—The establishment of adequate written safeguards and written procedures to protect
confidential trading information.

“(c) Name RequireMenT.—A digital asset trading system may not use the word ‘exchange’ in the name of
the digital asset trading system, unless the digital asset trading system—

“(2) is operated by aregistered national securities exchange; and

“(2) is clearly indicated as being provided outside of the system’s capacity as a national securities
exchange.

“(d) TreatTMENT UNDER THE Bank Secrecy Act.—A digital asset trading system shall be treated as a
financial institution for purposes of the Bank Secrecy Act.

“SEC. 6B. REQUIREMENTS FOR QUALIFIED DIGITAL ASSET CUSTODIANS.

“(a) In GeneraL.—A digital asset custodian is a qualified digital asset custodian if the digital asset
custodian complies with the requirements of this section.

“(b) SuPERVISION REQUIREMENT.—
A digital asset custodian shalH—
“AY be
that is not subject to adeguate-supervision and apprepriateregulationby—

“ Eil [)
examination by an appropriate Federal banking agency, the National Credit Union Administration, the
Commodity Futures Trading Eemmission;

v
Commission, or the Securities and Exchange Semmtssier; Commission shall be subject to adequate supervision
and appropriate regulation by—

“(wil) a State bank supervisor (within the meaning of section 3 of the Federal Deposit Insurance Act);
of
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“(2) a Sate credit union supervisor, as defined under section 6003 of the Anti-Money Laundering Act of
2020; or

“(3) an appropriate foreign governmental authority in the home country of the digital asset eustedian;
anedcustodian.

“ (c) Other Requirements.—

proHIBITED.—The digital asset custodian has not been prohibited by a supervisor of the digital asset

custodian from engaging in an activity with respect to the custody and safekeeping of digital assets.

“(2) INFORMATION SHARING.—

“(A) IN ceneraL.—A digital asset custodian shall share information with the Commission on request
and comply with such requirements for periodic sharing of information regarding customer accounts
that the digital asset custodian holds on behalf of an entity registered with the Commission as the
Commission determines by rule are reasonably necessary to effectuate any of the provisions, or to
accomplish any of the purposes, of this Act.

“(B) ProviSON OF INFORMATION.—ANY entity that is subject to regulation and examination by an
appropriate Federal banking agency may satisfy any information request described in subparagraph
(A) by providing the Commission with a detailed listing, in writing, of the restricted digital assets of a
customer within the custody or use of the entity.

* (d) Adequate Supervision and Appropriate Regulation.—
“(1) In general.—For purposes of subsection (2b), the terms ‘adequate supervision’ and ‘appropriate
regulation’ mean such minimum standards for supervision and regulation as are reasonably necessary to

protect the digital assets of customers of an entity registered with the Commission, including mirHram
standards relating to—

to the licensing, examination, and supervisory processes that require the digital asset custodian to, at a
mini mum—

“(€A) risk-management-reguirerments;

receive a review and evaluation of ownership, character and fitness, conflicts of interest, business

model, financial statements, funding resources, and policies and procedures of the digital asset
custodian;

“(eB) rfermatien—sharing:—andhold capital sufficient for the financial integrity of the digital asset
custodian;

“HO) eenf-l+etsef—mte|=eit—protect customer assets;
“(3D) B

supemsren—aﬁd—apprepﬂate—mgtmeﬂ—#—eﬂabhm and maintain books and records reqarqu the
business of the digital asset custodian;

“(E) submit financial statements and audited financial statements to the applicable supervisor

described in subsection (b);
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provide disclosures to the applicable supervisor described in subsection (b) regarding actions,
proceedings, and other items as determined by such supervisor;

“ (G) maintain and enforce policies and procedures for compliance with applicable Sate and Federal
laws, including those related to anti-money laundering and cybersecurity;

“ (H) establish a business continuity plan to ensure functionality in cases of disruption; and
“(1) establish policies and procedures to resolve complaints.

“(42) RULEMAKING WITH RESPECT TO DEFINITIONS.—
“(A) In general.—For purposes of this sdbsection, the Commission may, by rule, further define
the terms ‘adequate supervision’ and ‘appropriate regulation’ as necessary in the public interest, as
appropriate for the protection of investors, and consistent with the purposes of this Act.
“(€B) reRMATION-SHARING—EAEHBtetTAE—ASSEFCONDITIONAL TREATMENT OF CERTAIN CUSTODIANS BEFORE
rRuLEMAKING.—Before the effective date of a rulemaking under subparagraph (A), a trust company is
deemed subject to adequate supervision and appropriate regulation if—
“(i) the trust company is expreaslv permltted by a Sate bank superwsor to engage in the
eustedraﬁ M ! Hy ! ton—w

“(ii) the Sate bank supervisor has established licensing, examination, and supervisory

processes that require the trust company to, at a minimum, meet the conditions described in
subparagraphs (A) through (1) of paragraph (1); and
“ (iii) the trust company is in good standing with its State bank supervisor.

“(C) Transition period for certain custodians.—In implementing the rulemaking under subparagraph

(A), the Commission shall provide a transition period of not less than two years for any trust
company which is deemed subject to adeguate supervision and appropriate regulation under

subparagraph (B) efon the purpeses,-ef-thisAeteffective date of the rulemaking.”

SEC. 305:405. REGISTRATION OF DIGITAL ASSET BROKERS AND DIGITAL ASSET DEALERS.
The Securities Exchange Act of 1934 (15 U.S.C. 78a et seg.) is amended by inserting after section 15G the
following:
“SEC. 15H. REGISTRATION OF DIGITAL ASSET BROKERS AND DIGITAL ASSET DEALERS.
“ (@) RecISTRATION.—
“(1 IN ceneraL.—It shall be unlawful for any digital asset broker or digital asset dealer (other than a
natural person associated with a registered digital asset broker or registered digital asset dealer, and other
than such a digital asset broker or digital asset dealer whose business is exclusively intrastate and who
does not make use of any-faetity-of-a digital asset trading patfermsystem) to make use of the mails or any
means or instrumentality of interstate commerce to effect any transactions in, or to induce or attempt to
induce the purchase or sale of, any restricted digital asset unless such digital asset broker or digital asset
dealer isregistered in accordance with this section.
“(2) ArpLicaTion.—A person desiring to register as adigital asset broker or digital asset dealer shall submit
to the Commission an application in such form and containing such information as the Commission may
require for the purpose of making the determinations required for approval.
“(b) NaTIONAL SeCURITIES ASSOCIATION MEMBERSHIP.—
“(1) In ceneraL.—A digital asset broker or digital asset dealer may not register or maintain registration
under this section unless such digital asset broker or digital asset dealer is a member of a national
securities association registered under section 15A.
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“(2) TREATMENT UNDER SECTION 15A.—
“(A) IN GENERAL.—FOr purposes of section 15A—
“(i) the term *broker’ includes a digital asset breker;
broker and the term ‘registered broker’ includes a registered digital asset broker;

“(ii) the term ‘dealer’ includes a digital asset dealer and the term ‘registered dealer’ includes a
registered digital asset dealer; and
“(iii) the term *security’ includes arestricted digital asset.

“(B) CrariFicaTion.—Notwithstanding subparagraph (A), a national securities association shall, with

respect to the restricted digital asset activities of a digital asset broker or a digital asset dealer, only
examine for and enforce against asuch digital asset broker anéor digital asset dealer—

“ (i) rules of such national securities association written specifically for digital asset brokers ane
aor digital asset dea}eredealerg

“( ‘o :
provisions of the Fi nancral Innovatlon and Technol oqv for the st Centurv Act and rules |ssued
thereunder thi

%he—eﬂd—ef—the—%g-dey—peﬂed—begmnmeappllcable to dIQItaI a.seet brokers and dlqrtal asset
dealers; and

“(iii) the provisions enof the ¢l o
admitsecurities laws and the rules thereunder appllcable to digital asset brokers erand digital
asset deal ers-as-members.

“(c) ApbiTionAL ReaisTRATIONS WiTH THE COMMISSION.—

“(2) IN ceNeraL.—A registered digital asset broker or registered digital asset dealer shall be permitted to
maintain any other registration with the Commission relating to the other activities of the registered digital
asset broker or registered digital asset dealer, including as—

“(A) anational securities exchange;

“(B) abroker;

“(C) adedler;

“(D) an aternative trading system, pursuant to part 242 of title 17, Code of Federal Regulations, asin

effect on the date of enactment of this section; or

“(E) adigital asset trading system.
“(2) RuLemakine.—The Commission shall prescribe rules for an entity with multiple registrations
described under paragraph (1) to exempt the entity from duplicative, conflicting, or unduly burdensome

provisions of this Act and the rules under this Act, to the extent such an exemption would protect
investors, maintain fair, orderly, and efficient markets, and facilitate capital formation.

“(3) SELF-REGULATORY ORGANIzATIONS.—The Commission shall require any self-regulatory organization
with a registered digital asset broker or registered digital asset dealer as a member to provide such rules
as may be necessary to further compliance with this section, protect investors, maintain fair, orderly, and
efficient markets, and facilitate capital formation.

“(d) AppiTioNAL ReaisTrATIONS WiTH THE ComMoDITY FUTURES TRADING CommissioN.—A registered digital
asset broker or registered digital asset dealer shall be permitted to maintain a registration with the Commodity
Futures Trading Commission as a digital commodity broker or digital commodity dealer, to list or trade
contracts of sale for digital commodities.”

SEC. 306:406. REQUIREMENTS OF DIGITAL ASSET BROKERS AND DIGITAL ASSET DEALERS.
(a) In General.—Section 15H of the Securities Exchange Act of 1934, as added by section
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305;
405, is amended by adding at the end the following:

“(e) AnTi-FrauD.—No digital asset broker or digital asset dealer shall make use of the mails or any means
or instrumentality of interstate commerce to effect any transaction in, or to induce or attempt to induce the
purchase or sale of, any restricted digital asset by means of any manipulative, deceptive, or other fraudulent
device or contrivance.

“(f) HoLbING oF CuSTOMER ASSETS.—

“(1) IN ceneraL.—A digital asset broker or digital asset dealer shall hold customer money, assets, and
property in amanner to minimize the risk of 1oss to the customer or unreasonable delay in the accessto the
money, assets, and property of the customer.

“(2) QUALIFIED DIGITAL ASSET CUSTODIAN REQUIRED.—A digital asset broker or digital asset dealer shall
hold customer restricted digital assets described in paragraph (1) with a qualified digital asset custodian
described under section 6B.

“(3) SEGREGATION OF FUNDS.—

“(A) IN ceneraL.—A digital asset broker or digital asset dealer shall treat and deal with all money,
assets, and property held for a customer of the digital asset broker or digital asset deder, or that
accruesto a customer as aresult of trading in restricted digital assets, as belonging to the customer.

“(B) CoMMINGLING PROHIBITED.—M0ONey, assets, and property of a customer described in subparagraph
(A) shall be separately accounted for and shall not be commingled with the funds of the digital asset
broker or digital asset dealer or be used to margin, secure, or guarantee any trades of any person other
than the customer of the digital asset broker or digital asset dealer for whom the same are held.

“(4) ExcepTiONS.—
“(A) UsE oF FUNDS.—

“(i) In ceneraL.—Notwithstanding paragraph (34), money, assets, and property of customers of
adigital asset broker or digital asset dealer described in paragraph (34) may be maintained and
deposited in the same account or accounts with any bank, trust company, or qualified digital
asset custodian described under section 6B, if the money, assets, and property remain segregated
from the money, assets, and property of the digital asset broker or digital asset dealer.

“(if) WitHporawaL.—Notwithstanding paragraph (34), such share of the money, assets, and
property described in paragraph (34) as in the normal course of business shall be necessary
to transfer, adjust, or settle a restricted digital asset transaction pursuant to a customer’s
instruction (standing or otherwise) may be withdrawn and applied to such purposes, including
the withdrawal and payment of commissions, brokerage, interest, taxes, storage, and other
charges lawfully accruing in connection with arestricted digital asset transaction.

“(iii) CommissioN AcTioN.—In accordance with such terms and conditions as the Commission
may prescribe by rule, regulation, or order, any money, assets, or property of a customer of
a digital asset broker or digital asset dealer described in paragraph (34) may be commingled
and deposited as provided in this section with any other money, assets, or property received by
the digital asset broker or digital asset dealer and required by the Commission to be separately
accounted for and treated and dealt with as belonging to the customer of the digital asset broker
or digital asset dealer.

“(B) PARTICIPATION IN BLOCKCHAIN SERVICES.—
“(i) In ceNeraL.—A customer shall have the right to waive the restrictions in paragraph (34) for
any unit of adigital asset to be used under clause (ii), by affirmatively electing, in writing to the
digital asset broker or digital asset dealer, to waive the restrictions.
“(ii) Use orF Funps.—Customer digital assets removed from segregation under clause (i) may be
pooled and used by the digital asset broker or digital asset dealer or its designee to provide a
blockchain service for a blockchain system to which the unit of the digital asset removed from
segregation under clause (i) relates.
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“(iii) LimITATIONS.—

“() In general.—The Commission may, by rule, establish notice and disclosure
requirements, and any other limitations and rules related to the waiving of any restrictions
under this subparagraph that are reasonably necessary to protect customers.

“ (1) Customer choice—A digital asset broker or digital asset dealer may not require a
waiver from a customer described in clause (i) as a condition of doing business with the
digital asset broker or digital asset dealer.

“(iv) BLockcHAIN sErRvicE DEFINED.—IN this subparagraph, the term ‘blockchain service® means
any activity relating to validating transactions on a blockchain system, providing security for a
blockchain system, or other similar activity required for the ongoing operation of a blockchain
system.

“(5) FurtHER LimiTaTiONs.—No person shall treat or deal with a restricted digital asset held on behalf
of any customer pursuant to paragraph (34) by utilizing any unit of such restricted digital asset to
participate in a blockchain service (as defined in paragraph (45)(B)(iv)) or a decentralized governance
system associated with the restricted digital asset or the blockchain system to which the restricted digital
asset relates in any manner other than that which is expressly directed by the customer from which such
unit of arestricted digital asset was received.

“(g) CAPITAL REQUIREMENTS.—
“(2) In eeNeraL.—Each registered digital asset broker and registered digital asset dealer shall meet such
minimum capital requirements as the Commission may prescribe to ensure that the digital asset broker or
digital asset dealer isable to—

“(A) conduct an orderly wind-down of the activities of the digital asset broker or digital asset dealer;
and

“(B) fulfill the customer obligations of the digital asset broker or digital asset dealer.

“(2) CaLcuLaTion.—For purposes of any Commission rule or order adopted under this section or any
interpretation thereof regulating a digital asset broker or digital asset dealer’s financial responsibility
obligations and capital requirements, a registered digital asset broker or digital asset dealer that maintains
control of customer digital assets in a manner that satisfies the rules issued by the Commission under

subsection (f)(2) shall not be required to include the value-ef-saeh-digital-assets-as-assets-or-Habitities-ef
he-diaital brof il .

custodial obligation with respect to such digital assets as liabilities or such digital assets as assets of the
digital asset broker or digital asset dealer.

“(h) RerorTING AND RECORDKEEPING.—Each registered digital asset broker and digital asset dealer—

“(1) shall make such reports as are required by the Commission by rule or regulation regarding the
transactions, positions, and financial condition of the digital asset broker or digital asset dealer;

“(2) shall keep books and records in such form and manner and for such period as may be prescribed by
the Commission by rule or regulation; and

“(3) shall keep the books and records open to inspection and examination by any representative of the
Commission.
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“(i) TReaTMENT UNDER THE BANK Secrecy Act.—A digital asset broker and a digital asset dealer shall be
treated as afinancia institution for purposes of the Bank Secrecy Act.”

(b) DeriniTion oF CLEARING AcENcY.—Section 3(a)(23)(B) of the Securities Exchange Act of 1934 (15 U.SC.
78c(a)(23)(B)) is amended by inserting “ digital asset broker, digital asset dealer,” after “ broker, dealer,” each
place such term appears.

SEC. 36%407. RULES RELATED TO CONFLICTS OF INTEREST.

The Securities Exchange Act of 1934 (15 U.S.C. 78a et seq.) is amended by inserting after section 10D the
following:

“SEC. 10E. CONFLICTS OF INTEREST RELATED TO DIGITAL ASSETS.

“Each registered digital asset trading system, registered digital asset broker, registered digital asset dealer,
and notice-registered digital asset clearing agency shall establish, maintain, and enforce written policies and
procedures reasonably designed, taking into consideration the nature of such person’s business, to mitigate any
conflicts of interest and transactions or arrangements with affiliates. ”

SEC. 308:408. TREATMENT OF CERTAIN DIGITAL ASSETS IN CONNECTION WITH FEDERALLY
REGULATED INTERMEDIARIES.
Section 18(b) of the Securities Act of 1933 (15 U.S.C. 77r(b)) is amended by adding at the end the following:
“ (5) EXEMPTION FOR CERTAIN DIGITAL ASSETS IN CONNECTION WITH FEDERALLY REGULATED INTERMEDIARIES.—A
restricted digital asset is treated as a covered security with respect to a transaction that is exempt from
registration under this Act when—
13 E a )
itis—
“(A) brokered, traded, custodied, or cleared by a digital asset broker or digital asset dealer registered
under section 15H of the Securities Exchange Act of 1934; or
“(B) traded through a digital asset trading system.”

SEC. 389:409. EXCLUSION FOR ANCH-EARYDECENTRALIZED FINANCE ACTIVITIES.
The Securities Exchange Act of 1934 (15 U.S.C. 78a et seg.), as amended by section 385;405, is further
amended by inserting after section 15H the following:

“SEC. 15I. EXCLEUSION-TFOR-ANCHEARY-ACHWHHESDECENTRALIZED FINANCE ACTIVITIES
NOT SUBJECT TO THISACT.

“(a) INn GeneraL.—Notwithstanding any other provision of this Act, a person shall not be subject to this
Act and the regulations thereunder setely-based on the person unedertakingdirectly or indirectly engaging in any

of the following activities, whether singly or in combination thereof, in relation to the operation of a blockchain

svstem orinrel atlon to decentrajlzed finance ( asDefmed—l—nﬂs—seeﬂeﬂ—the{&m—anemary—a&wm&s—means
ystemdefined in section 605(d) of the

F| nanC|aI Innovatlon and Technol oqgy for the 21st Centurv Act):

“(1) Compiling network transactions, operating or participating in a liquidity pool, relaying, searching,
sequencing, validating, or acting in a similar capacity with respect to a digital asset.

“(2) Providing computational work, operating a node, or procuring, offering, or utilizing network
bandwidth, or other similar incidental services with respect to adigital asset.
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“(3) Providing a user-interface that enables a user to read and access data about a blockchain system, send

messages, or otherwise interact with a blockchain system.

“(4) Developing, publishing, constituting, administering, maintaining, or otherwise distributing a

blockchain system.

“(5) Developing, publishing, constituting, administering, maintaining, or otherwise distributing software

or systems that create or deploy a hardware or software wallet or other system facilitating an individual

user's own personal ability to keep, safeguard, or custody thesuch user’'s digital assets or related private

keys.

“(b) Exceptions—Subsection (a) shall not be construed to apply to the anti-fraud and anti-manipulation
authorities of the Commission.”

SEC. 316:410. REGISTRATION AND REQUIREMENTS FOR NOTICE-REGISTERED DIGITAL ASSET
CLEARING AGENCIES.
Section 17A(b) of the Securities Exchange Act of 1934 (15 U.S.C. 78g-1(b)) is amended—

(1) in subsection (1), by inserting “fether-thanafter the first sentence the following: * The previous sentence

shall not apply to a notice-registered digital asset clearing ageney)—after—untawful—fer—any—clearing
ageneyagency with respect to a restricted digital asset.”; and

(2) by adding at the end the following:
“(9) REGISTRATION AND REQUIREMENTS FOR NOTICE-REGISTERED DIGITAL ASSET CLEARING AGENCY.—
“(A) ELiciBiLITY.—A person may register with the Commission as a notice-registered digital
asset clearing agency if the person—

“(i) is otherwise registered as a digital asset broker or digital asset dealer with the
Commission and is engaging in a business involving restricted digital assets, in compliance
with Commission rules pursuant to section 15H(f) of

“ (iii) is a clearing agency already registered with the Commission pursuant to this section.

“(B) RecisTRATION.—A person may register with the Commission as a notice-registered digital
asset clearing agency by previdingfiling with the Commission witha notice of the activities of
the person or planned activities in such form as the Commission determines appropriate.

%he—hetelmg—ef—eu&eme%ssetﬂ (C) Effectlveneﬁs of remstratlon —

“ (i) In cENERAL.—The registration of a person filing a notice described under subparagraph
(B) as a notice-registered digital asset clearing agency shall be effective upon publication
by the Commission of such notice, which shall occur no later than 14 days after the date of
such filing.
“ (ii) Initial registrations.—
“(1) INn cENERAL.—A person registered as a notice-registered digital asset clearing
agency before the date on which the Commission adopts rules under subparagraph

(D) shall, after such rules are adopted, renew the person’s registration pursuant to
such rules.

“(11) Exception.—Notwithstanding subclause (1), a person registered as a notice-
registered digital asset clearing agency before the end of the 2-year period beginning
on the date of the enactment of this section shall have such registration remain in
effect until the end of such 2-year period.

“(€D) RuLemaking.—The Commission may adopt rules, which may not take effect until at
least 360 days following the date of enactment of this paragraph, with regard to the activities
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of notice-registered digital asset clearing agencies, taking into account the nature of restricted
digital assets.”

SEC. 321411, TREATMENT OF CUSTODY ACTIVITIES BY BANKING INSTITUTIONS.
(a) TreatmenT oF Custopy AcTiviTies.—The appropriate Federal banking agency (as defined under section
3 of the Federal Deposit Insurance Act (12 U.S.C. 1813)), the National Credit Union Administration (in the
case of a credit union), and the Securities and Exchange Commission may not require, or take supervisory
action that would cause, a depository institution, national bank, Federal credit union, State credit union, or trust
company, or any affiliate (as such term is defined under section 2 of the Bank Holding Company Act of 1956)
thereof —
(1) to include assets held in custody or safekeeping, or the assets associated with a cryptographic key held
in custody or safekeeping, as a liability on such ingtitution’s financia statement or balance sheet, except
that cash held for a third party by such institution that is commingled with the general assets of such
institution may be reflected as aliability on afinancial statement or balance shest;
(2) to hold additional regulatory capital against assets in custody or safekeeping, or the assets associated
with a cryptographic key held in custody or safekeeping, except as necessary to mitigate against
operationa risks inherent with the custody or safekeeping services, as determined by—
(A) the appropriate Federal banking agency;
(B) the National Credit Union Administration (in the case of a credit union);

(C) a State bank supervisor (as defined under section 3 of the Federal Deposit Insurance Act (12
U.S.C. 1813)); or

(D) a State credit union supervisor (as defined under section 6003 of the Anti-Money Laundering Act
of 2020);

(3) to recognize a liability for any obligations related to activities or services performed for digital assets
with respect to which such institution does not have beneficial ownership if that liability would exceed the
expense recognized in the income statement as a result of the corresponding obligation.

(b) DeriniTioNs.—In this section:;

(1) DerosiTory INsTITUTION.—The term “depository institution” has the meaning given that term under
section 3 of the Federal Deposit Insurance Act.

(2) CrebiT unioN TERMS.—The terms “Federal credit union” and “State credit union” have the meaning
given those terms, respectively, under section 101 of the Federal Credit Union Act.

SEC. 332:412. EFFECTIVE DATE; ADMINISTRATION.

BH-GENERA—

Except as otherwise provided under this title, this title and the amendments made by this title shall take
effect 360 days after the date of enactment of this Act, except that, to the extent a provision of this title requires
arulemaking, the provision shall take effect on the later of —

(1) 360 days after the date of enactment of this Act; or

(2) 60 days after the publication in the Federal Register of the final rule implementing the provision.

SEC. 413. DISCRETIONARY SURPLUS FUND.

(a) In GEnEraL.—The dollar amount specified under section 7(a)(3)(A) of the Federal Reserve Act (12
U.S.C. 289(a)(3)(A)) is reduced by $15,000,000.

(b) ErFrecTive Date.—The amendment made by subsection (a) shall take effect on September 30, 2034.
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TITLE +V—REGISTRATION FOR DIGITAL
ASSET INTERMEDIARIES AT THE
COMMODITY FUTURES TRADING

COMMISSION

SEC. 46+501. COMMISSION JURISDICTION OVER DIGITAL COMMODITY TRANSACTIONS.

(8) InGenerAESAVINGS CrLause.—Section 2(a)(1) of the Commodity Exchange Act (7 U.S.C. 2(a)(1)) is
amended by adding at the end the following:

“(J) Except as expressly provided in this Act, nothing in the Financial Innovation and Technology for the
21st Century Act shall affect or apply to, or be interpreted to affect or apply to—

“(i) any agreement, contract, or transaction that is subject to regulatien-tneerthis Act as—
“(I) acontract of sale of acommodity for future delivery or an option on such a contract;
“(I1) aswap;
“ (1) a'security futures product;
“(IV) an option authorized under section 4c of this Act;

“(V) an agreement, contract, or transaction described in subparagraph (C)(i) or (D)(i) of
subsection (c)(2) of this section; or

“(V1) aleverage transaction authorized under section 19 of this Act; or
“(ii) the activities of any person with respect to any such an agreement, contract, or transaction.”

(b) H—GeneratLIMITATION ON AuTHORITY OVER PERMITTED PAYMENT StaBLEcoins—Section 2(c)(1) of the
Commodity Exchange Act (7 U.S.C. 2(c)(1)) is amended—

(1) in subparagraph (F), by striking “or” at the end;
(2) in subparagraph (G), by striking the period and inserting “; or”; and
(3) by adding at the end the following:

“(H) permitted payment stablecoins.”

() H—GeneratCommissioN JurisicTion Over DiciTaL AsseT TransacTions—Section 2(c)(2) of the
Commodity Exchange Act (7 U.S.C. 2(c)(2)) is amended—
(1) in subparagraph (D){H)—
(A) in clause (ii)—
(i) in subclause (1) by inserting “ (other than an agreement, contract, or transaction in a
permitted payment stablecoin)” after “ paragraph (1) ;

(ii) in subclause (111);—
(1) in the matter that precedes item (aa), by inserting “of a commaodity, other than a digital

B
commodity or a permitted payment stablecoin,” before “ that” ; and
(1) initem (bb), by striking “ or” at the end; and
(iii) by redesignating subclauses (1V) and (V) as subclauses (*VI) and (MVII) and inserting
after subclause (111) the following:
“(IV) acontract of sale of adigital commodity that—
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13 Eaa)
or a permitted payment stablecoin that results in actual delivery, as the Commission shall
by rule determine, within 2 days or such other period as the Commission may determine by

rule or regulation based upon the typical commercial practice in cash or spot markets for
the digital commodity involved;

oF
“fbh
“ (V) a contract of sale of a digital commodity or a permitted payment stablecoin that—
* (aa) is executed with aregistered digital commodity dealer—
“(AA) directly;
“(BB) through aregistered digital commodity broker; or
“(CC) on or subject to the rules of aregistered digital commaodity exchange; and
“(bb) is not a contract of sale of—

“(AA) a digital commodity or a permitted payment stablecoin that references,
represents an interest in, or is functionally eguivalent to an agricultural
commodity, an excluded commodity, or an exempt commodity, other than the
digital commodity itself, as shall be further defined by the Commission; or

“(BB) a digital commodity or a permitted payment stablecoin to which the
Commission determines, by rule or regulation, it is not in the public interest
for this section to apply;”

;and
(B) by redesignating clause (iv) as clause (v) and inserting after clause (iii) the following:

“(iv) The Commission shall adopt rules and regulations applicable to digital commodity dealers
and digital commodity brokers in connection with the agreements, contracts or transactions
in digital commodities or permitted payment stablecoins described in clause (ii)(V) of this
subparagraph, which shall set forth minimum requirements related to disclosure, recordkeeping,
margin and financing arrangements, capital, reporting, business conduct, documentation, and
supervision of employees and agents. Except as prohibited in subparagraph (G)(iii), the
Commission may also make, promulgate, and enforce such rules and regulations as, in the
judgment of the Commission, are reasonably necessary to effectuate any of the provisions of,
or to accomplish any of the purposes of, this Act in connection with agreements, contracts,
or transactions described in such clause (ii)(V), which may include, without limitation,
reguirements regarding registration with the Commission and membership in a registered futures
; and
(2) by adding at the end the following:

“(F) COMMISSION JURISDICTION WITH RESPECT TO DIGITAL COMMODITY TRANSACTIONS.—

“(i) In ceNeraL.—Subject to sections 6d and 12(e), the Commission shall have exclusive
jurisdiction with respect to any account, agreement, contract, or transaction involving a contract
of sale of adigital commodity in interstate commerce, including in a digital commodity cash or
spot market, that is offered, solicited, traded, facilitated, executed, cleared, reported, or otherwise
dealt in—

“(I) on or subject to the rules of a registered entity or an entity that is required to be
registered as a registered entity; or

“(I1) by any other entity registered, or required to be registered, with the Commission.

“(ii) Limitations.—Clause (i) shall not apply with respect to custodial or depository activities
for adigita commodity, or custodia or depository activities for any promise or right to a future
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digital commodity, of an entity regulated by an appropriate Federal banking agency or a State
bank supervisor (within the meaning of section 3 of the Federal Deposit Insurance Act).

“(iii) MIXED DIGITAL ASSET TRANSACTIONS.—
“(1) In ceneraL.—Clause (i) shall not apply to amixed digital asset transaction.
( I)—Gvemght—ef—nm*ed—d@ml—asset—traﬁsaeﬂens—

REPORTS ON MIXED DIGITAL ASSET TRANSACTIONS.—A digital asset issuer, related person,
affiliated person, or other person registered with the Securities and Exchange Commission
that engages in a mixed digital asset transaction, shall, on request, open to inspection
and examination by the Commodity Futures Trading Commission all books and records
relating to the mixed digital asset transaction, subject to the confidentiality and disclosure
requirements of section 8.

“(G) AGREEMENTS, CONTRACTS, AND TRANSACTIONS IN STABLECOINS.—

“(i) TREATMENT OF PERMITTED PAYMENT STABLECOINS ON COMMISSION-REGISTERED ENTITIES.—EX€ept-as
previded-HASubject to clauses (ii) and (iii), the Commission shall eaby-have jurisdiction over a
cash or spot agreement, contract, or transaction in a permitted payment stablecoin that is offered,
offered to enter into, entered into, executed, confirmed the execution of, solicited, or accepted—
“(I) on or subject to the rules of aregistered entity; or
“(I1) by any other entity registered bywith the Commission.
“(ii) PERMITTED PAYMENT STABLECOIN TRANSACTION RULES.—This Act shall erby—apply to a
transaction described in clause (i)_only for the purpesespurpose of regulating the offer,
execution, solicitation, or acceptance of a cash or spot permitted payment stablecoin transaction
on a registered entity or by any other entity registered by—the-Cemmission—with—respectte
requirementsHmpesed-with-respeetto—
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with the Commission, as if the per mitted payment stablecoin were a digital commodity.

“(iii) No AUTHORITY OVER PERMITTED PAYMENT STABLECOINS.—Notwithstanding etadseclauses (i)
and (ii), the Commission shall not make arule or regulation, impose a requirement or obligation
on aregistered entity or other entity registered bywith the Commission, or impose a requirement
or obligation on a permitted payment stablecoin issuer, regarding the operation of a permitted
payment stablecoin issuer or a permitted payment stableceinr—reluding—a—requirement—or
et i
“(1) design:

“ n
3

stablecoin.”

(d) ConrForMiNG AMENDMENT.—Section 2(a)(1)(A) of such Act (7 U.S.C. 2(a)(1)(A)) is amended in the 1st
sentence by inserting “subparagraphs (F) and (G) of subsection (c)(2){F) of this section or” before “section
19".

SEC. 4062:502. REQUIRING FUTURES COMMISSION MERCHANTS TO USE QUALIFIED DIGITAL
COMMODITY CUSTODIANS.
Section 4d of the Commaodity Exchange Act (7 U.S.C. 6d) is amended—

(2) in subsection (8)(2)—
(A) in the 1st proviso, by striking “any bank or trust company” and inserting “any bank, trust
company, or qualified digital commodity custodian”; and

(B) by inserting “: Provided further, That any such property that is a digital commodity shall be held
in aqualified digital commodity custodian” before the period at the end; and

(2) in subsection (f)(3)(A)(i), by striking “any bank or trust company” and inserting “any bank, trust
company, or qualified digital commodity custodian”.

SEC. 403:503. TRADING CERTIFICATION AND APPROVAL FOR DIGITAL COMMODITIES.
Section 5c¢ of the Commaodity Exchange Act (7 U.S.C. 7a-2) is amended—

(2) in subsection (a), by striking “5(d) and 5b(c)(2)” and inserting “5(d), 5b(c)(2), and 5i(c)”;
(2) in subsection (b)—
(A) in each of paragraphs (1) and (2), by inserting “digital commodity exchange,” before
“derivatives’; and
(B) in paragraph (3), by inserting “digital commodity exchange,” before “derivatives’ each place it
appears,
(3) in subsection (c)—
(A) in paragraph (2), by inserting “ or participants’ before“(in”;
(B) in paragraph (4)(B), by striking “1a(10)” and inserting “1a(9)”; and
(C) in paragraph (5), by adding at the end the following:
“(D) SPeCIAL RULES FOR DIGITAL COMMODITY CONTRACTS.—In certifying any new rule or rule
amendment, or listing any new contract or instrument, in connection with a contract of sale
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of a commodity for future delivery, option, swap, or other agreement, contract, or transaction,
that is based on or references a digital commodity, a registered entity shall make or rely on a
certification under subsection (d) for the digital commodity.”

; and
(4) by inserting after subsection (c) the following:
“(d) CerTiFicATIONS FOR DiGITAL CoMMODITY TRADING.—

“(1) In ceneraL.—Notwithstanding subsection (c), for the purposes of listing or offering a digital
commodity for trading in a digital commodity cash or spot market, an eligible entity shall issue a
written certification that the digital commodity meets the requirements of this Act (including the
regulations therednederprescribed under this Act).

“(2) CONTENTS OF THE CERTIFICATION.—

“(A) IN ceNeraL.—INn making a written certification under this paragraph, the eligible entity shall
furnish to the Commission—

“(i) an analysis of how the digital commodity meets the requirements of section 5i(c)(3);
“(ii) information about the digital commodity regarding—
“(I) its purpose and use;
“(I1) its unit creation or rel ease process;
“(I11) its consensus mechanism;
“(IV) its governance structure;
“(V) its participation and distribution; and
“(V1) its current and proposed functionality; and
“(iii) any other information, analysis, or documentation the Commission may, by rule,
require.
“(B) RELIANCE ON PRIOR DISCLOSURES.—I N making a certification under this subsection, an eligible

entity may rely on the records and disclosures of any relevant person registered with the
Securities and Exchange Commission or other State or Federal agency.

“(3) MoDIFICATIONS.—
“(A) In ceneraL.—AN eligible entity shall modify a certification made under paragraph (1) to—
“(i) account for significant changes in any information provided to the Commission under
paragraph (2)(A)(ii); or
“(ii) permit or restrict trading in units of a digital commodity asset-held by a related person
or an affiliated person.
“(B) RecertiFicaTion.—Modifications required by this subsection shall be subject to the same
disapproval and review process as a new certification under paragraphs (4) and (5).
“(4) DisaPPROVAL.—

“(A) IN ceneraL.—The written certification described in paragraph (1) shall become effective
unless the Commission finds that the digital asset does not meet the requirements of this Act or
the rules and regulations thereunder.

“(B) AnaLvsis rReQuirReb.—The Commission shall include, with any findings referred to in
subparagraph (A), adetailed analysis of the factors on which the decision was based.

“(C) PusLIc FinDINGs.—The Commission shall make public any disapproval decision, and any
related findings and analysis, made under this paragraph.

“(5) Review.—

“(A) IN eeNeraL.—Unless the Commission makes a disapproval decision under paragraph (4),
the written certification described in paragraph (1) shal become effective, pursuant to the
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certification by the eligible entity and notice of the certification to the public (in a manner
determined by the Commission) on the date that is—

“(i) 20 business days after the date the Commission receives the certification (or such
shorter period as determined by the Commission by rule or regulation), in the case of a
digital commodity that has not been certified under this section or for which a certification
is being modified under paragraph (3); or

“(ii) 2 business days after the date the Commission receives the certification (or such
shorter period as determined by the Commission by rule or regulation) for any digital
commodity that has been certified under this section.

“(B) ExTensions.—The time for consideration under subparagraph (A) may be extended through
notice to the eligible entity that there are novel or complex issues that require additional time
to analyze, that the explanation by the submitting eligible entity is inadequate, or of a potential
inconsistency with this Act—

“(i) once, for 30 business days, through written notice to the eligible entity by the
Chairman; and

“(ii) once, for an additiona 30 business days, through written notice to the digital
commodity exchange from the Commission that includes a description of any deficiencies
with the certification, including any—

“(1) novel or complex issues which require additional time to analyze;
“(I1) missing information or inadequate explanations; or
“(I11) potential inconsistencies with this Act.

“(6) CermiFication ReQUIRED.—Notwithstanding any other reguirementprovision of this Act, a
registered entity or other entity registered with the Commission shall not list for trading, accept
for clearing, offer to enter into, enter into, execute, confirm the execution of, or conduct any office or
business anywhere in the United States, its territories or possessions, for the purpose of soliciting, or
accepting any order for, or otherwise dealing in, any transaction in, or in connection with, a digital
asset—untess-acommodity, unless a certification has been made under this section for the digital
commodity.

“(7) Prior approval before registration.—

“(A) In ceENErAL.—A person applying for registration with the Commission for the purposes of
listing or offering a digital commodity for trading in a digital commodity cash or spot market
may request that the Commission grant prior approval for the person to list or offer the digital
commodity on being registered with the Commission.

“(B) Request for prior approval.—A person seeking prior approval under subparagraph (A)

shall furnish the Commission with a written certification thasbeenmade-tnderthis-sectionfor
ig

hat the digital commodity meets the requirements of this Act (including the regulations

prescribed under this Act) and the information described in paragraph (2).

“(C) DeapLiNe—The Commission shall take final action on a request for prior approval not
later than 90 business days after submission of the request, unless the person submitting the
reguest agrees to an extension of the time limitation established under this subparagraph.

“ (D) DisaPPROVAL.—

“ (i) IN cENERAL.—The Commission shall approve a new contract or other instrument unless
the Commission finds that the new contract or other instrument would violate this Act
(including a regulations prescribed under this Act).

“(ii) AnaLYs's ReEQUIRED.—The Commission shall include, with any findings made under
clause (i), a detailed analysis of the factors on which the decision is based.
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“ (iii) PusLic FINDINGS.—The Commission shall make public any disapproval decision, and
any related findings and analysis, made under this paragraph.
*(8) EviciBLE ENTITY DEFINED.—IN this subsection, the term ‘eligible entity’ means a registered entity
or group of registered entities acting jointly.”

SEC. 464.504. REGISTRATION OF DIGITAL COMMODITY EXCHANGES.
The Commodity Exchange Act (7 U.S.C. 1 et seq.) isamended by inserting after section 5h the following:

“SEC. 5i. REGISTRATION OF DIGITAL COMMODITY EXCHANGES.
“(a) IN GENERAL.—
“(1) ReGISTRATION.—

“(A) In ceneraL.—A trading facility that offers or seeks to offer a cash or spot market in at least 1
digital commodity shall register with the Commission as adigital commodity exchange.

“(B) AprLicaTiON.—A person desiring to register as a digital commaodity exchange shall submit to the
Commission an application in such form and containing such information as the Commission may
require for the purpose of making the determinations required for approval.

“(C) Exemprions.—A trading facility that offers or seeks to offer a cash or spot market in at least 1
digital commodity shall not be required to register under this section if the trading facility—

“(i) permits no more than a de minimis amount of trading activity_in a digital commodity; or

“(ii) serves only customersin asingle State or territory.
“(2) ADDITIONAL REGISTRATIONS.—
“(A) WiTH THE COMMISSION.—

“(i) In ceENERAL.—A registered digital commodity exchange may also register as—
“(I) adesignated contract market; or
“(I1) aswap execution facility.

“(ii) RuLes.—For an entity with multiple registrations under clause (i), the Commission—
“(I) shall prescribe rules to exempt the entity from duplicative, conflicting, or unduly
burdensome provisions of this Act and the rules under this Act, to the extent such an
exemption would foster the development of fair and orderly cash or spot markets in digital
commodities, be necessary or appropriate in the public interest, and be consistent with the
protection of customers; and
“(I1) may, after an analysis of the risks and benefits, prescribe rules to provide for portfolio
margining, as may be necessary to protect market participants, promote fair and equitable

trading in digital commodity markets, and promote responsible economic or financial
innovation.

“(B) WitTH THE SecuriTiEs AND ExcHANGE Commission.—A registered digital commodity exchange
may register with the Securities and Exchange Commission as a digital asset trading system to list or
trade contracts of sale for restricted digital assets-cleermed-seeurities.

“(C) WITH A REGISTERED FUTURES ASSOCIATION.—

“(i) In cENeraL.—A registered digital commodity exchange shall aso be a member of a
registered futures association and comply with rules related to such activity, if the registered
digital commaodity exchange accepts customer funds required to be segregated under subsection
(d).

“(ii) RuLemAKING REQUIRED.—The Commission shall require any registered futures association
with a digital commodity exchange as a member to provide such rules as may be necessary to
further compliance with subsection (d), protect customers, and promote the public interest.
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“(D) RecISTRATION REQUIRED.—A person required to be registered as a digital commodity exchange
under this section shall register with the Commission as such regardless of whether the person is
registered as-sdeh-with another State or Federal regulator.

“(b) TrADING.—

“(1) PROHIBITION ON CERTAIN TRADING PRACTICES.—

“(A) Section 4b shall apply to any agreement, contract, or transaction in adigital commaodity asif the
agreement, contract, or transaction were a contract of sale of acommodity for future delivery.

“(B) Section 4c shall apply to any agreement, contract, or transaction in a digital commaodity asif the
agreement, contract, or transaction were a transaction involving the purchase or sale of a commaodity
for future delivery.

“(C) Section 4b-1 shall apply to any agreement, contract, or transaction in a digital commodity as if
the agreement, contract, or transaction were a contract of sale of a commodity for future delivery.

“(2) PROHIBITION ON ACTING AS A COUNTERPARTY .—A—Fegistered
N (A) In qeneral —A dlgltal commodlty exchange or any affiliate of such an exchange shall not aet—as

eeehaﬂgetrade onor sub| ect to the rules of the digital commodity exchange for its own account.

“(B) _Excepmions—The Commission shall, by rule, permit a digital commodity exchange or any
affiliate of a digital commodity exchange to engage in trading on an affiliated exchange so long as the
trading is not solely for the purpose of the profit of the exchange, including the following:

“ (i) CusromMER DIRECTION.—A transaction for, or entered into at the direction of, or for the benefit
of, an unaffiliated customer.

“(ii) Risk MANAGEMENT.—A transaction to manage the risks associated with the digital commodity
business of the exchange.

“(iii) FuncTionaL uss.—A transaction related to the functional operation of a blockchain
network.

“(C) Normice requireMENT.—INn order for a digital commodity exchange or any affiliate of a digital
commodity exchange to engage in trading on the affiliated exchange pursuant to subsection (B),
notice must be given to the Commission that shall enumerate how any proposed activity is consistent
with the exceptions in subsection (B) and the principles of the Act.

“ (D) Delegation.—The Commission may, by rule, delegate authority to the Director of the Division
of Market Oversight, or such other employee or employees as the Director of the Division of Market
Oversight may designate from time to time, to carry out these provisions.

“(3) Trabing securiTIEs—A registered digital commodity exchange that is aso registered with the
Securities and Exchange Commission may offer a contract of sale of a redtricted digital asset—deemed
a-Seetrity.

“(4) RuLEs FOR CERTAIN DIGITAL ASSET saLeEs.—The digital commodity exchange shall have in place such
rules as may be necessary to reasonably ensure the orderly sale of any unit of a digital commaodity sold by
arelated person or an affiliated person.

“(c) Core PrincipLES FOR DicITAL CoMMODITY EXCHANGES.—
“(1) COMPLIANCE WITH CORE PRINCIPLES.—

“(A) IN ceNEraL.—ToO be registered, and maintain registration, as a digital commodity exchange, a
digital commodity exchange shall comply with—

“(i) the core principles described in this subsection; and
“(ii) any requirement that the Commission may impose by rule or regulation pursuant to section
8a(5).
“(B) REASONABLE DISCRETION OF A DIGITAL COMMODITY EXCHANGE.—Unless otherwise determined by
the Commission by rule or regulation, a digital commodity exchange described in subparagraph (A)
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shall have reasonable discretion in establishing the manner in which the digital commaodity exchange
complies with the core principles described in this subsection.

“(2) CompPLIANCE WITH RULES.—A digital commodity exchange shall—
“(A) establish and enforce compliance with any rule of the digital commaodity exchange, including—

“(i) the terms and conditions of the trades traded or processed on or through the digital
commodity exchange; and

“(ii) any limitation on access to the digital commodity exchange;

“(B) establish and enforce trading, trade processing, and participation rules that will deter abuses and
have the capacity to detect, investigate, and enforce those rules, including means—

“(i) to provide market participants with impartial access to the market; and

“(ii) to capture information that may be used in establishing whether rule violations have
occurred; and

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

“(3) LISTING STANDARDS FOR DIGITAL COMMODITIES.—

“(A) IN ceNeraL.—A digital commodity exchange shall permit trading only in a digital commodity
that is not readily susceptible to manipulation.

“(B) PUBLIC INFORMATION REQUIREMENTS.—

“(i) INn eeNeraL.—A digital commodity exchange shall permit trading only in a digita
commodity if the information required in clause (ii) is correct, current, and available to the
public.

“(ii) Requirep INFoRMATION.— With respect to a digital commodity and each blockchain system
to which the digital commodity relates for which the digital commodity exchange will make
the digital commodity available to the customers of the digital commodity exchange, the
information required in this clause is as follows:

“(I) Source cope.—The source code for any blockchain system to which the digital
commodity relates.

“(I1) TransacTiON HisTORY.—A narrative description of the steps necessary to independently
access, search, and verify the transaction history of any blockchain system to which the
digital commodity relates.

“(I) DiGITAL AsSET ECONOMICs.—A narrative description of the purpose of any blockchain
system to which the digital asset relates and the operation of any such blockchain system,
including—

“(aa) information explaining the launch and supply process, including the number of
digital assets to be issued in an initial allocation, the total number of digital assets to
be created, the release schedule for the digital assets, and the total number of digital
assets then outstanding;;

“(bb) information detailing any applicable consensus mechanism or process for
validating transactions, method of generating or mining digital assets, and any process
for burning or destroying digital assets on the blockchain system;
“(cc) an explanation of governance mechanisms for implementing changes to the
blockchain system or forming consensus among holders of the digital assets; and
“(dd) sufficient information for a third party to create a tool for verifying the
transaction history of the digital asset.
“(IV)_Trading volume and volatility—The trading volume and volatility of the digital
commodity.
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“(V) AppiTIoNAL INFORMATION.—Such additional information as the Commission may, by
rule, determine to be necessary for a customer to understand the financial and operational
risks of a digital commodity, and to be in the public interest or in furtherance of the
requirements of this Act.
“ (iii) Format.—The Commission shall prescribe rules and regulations for the standardization
and simplification of disclosures under clause (ii), including reguiring that disclosures—
“ (1) be conspicuous,
“(11) use plain language comprehensible to customers; and

“(111) succinctly explain the information that is required to be communicated to the
customer.

“(C) ADDITIONAL LISTING CONSIDERATIONS.—IN addition to the requirements of subparagraphs (A) and
(B), adigital commaodity exchange shall consider—

“(i) if asufficient percentage of the units of the digital asset are units of a digital commodity to
permit robust price discovery;

“(ii) if it is reasonably unlikely that the transaction history can be fraudulently altered by any
person or group of persons acting collectively;

“(iii) if the operating structure and system of the digital commodity is secure from cybersecurity
threats;

“(iv) if the functionality of the digital commaodity will protect holders from operational failures;

“(v) if sufficient public information about the operation, functionality, and use of the digital
commodity is available; and

“(vi) any other factor which the Commission has, by rule, determined to be in the public interest
or in furtherance of the requirements of this Act.

“(D) RestrICTED DIGITAL AsseTs.—A digital commodity exchange shall not permit the trading of a unit
of adigital asset that isarestricted digital asset.

“(4) TReaTMENT oF cusToMER AsseTs.—A digital commodity exchange shall establish standards and
procedures that are designed to protect and ensure the safety of customer money, assets, and property.

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

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

“(B) PROTECTION OF MARKETS AND MARKET PARTICIPANTS.—A digital commodity exchange shall establish
and enforce rules—

“(i) to protect markets and market participants from abusive practices committed by any party,
including abusive practices committed by a party acting as an agent for a participant; and
“(ii) to promote fair and equitabl e trading on the exchange.
“(C) TrabiNG PrRoceDURES.—A digital commodity exchange shall—
“(i) establish and enforce rules or terms and conditions defining, or specifications detailing—

“(IN trading procedures to be used in entering and executing orders traded on or through the
facilities of the digital commodity exchange; and
“(I1) procedures for trade processing of digital commodities on or through the facilities of
the digital commaodity exchange; and
“(ii) monitor trading in digital commodities to prevent manipulation, price distortion, and
disruptions of the delivery or cash settlement process through surveillance, compliance, and
disciplinary practices and procedures, including methods for conducting real-time monitoring of
trading and comprehensive and accurate trade reconstructions.

“(6) ABILITY TO OBTAIN INFORMATION.—A digital commodity exchange shall—
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“(A) establish and enforce rules that will allow the facility 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) EmerceNcyY auTHORITY.—A digital commodity exchange shall adopt rules to provide for the exercise
of emergency authority, in consultation or cooperation with the Commission or a registered entity, as is
necessary and appropriate, including the authority to facilitate the liquidation or transfer of open positions
in any digital commodity or to suspend or curtail trading in a digital commodity.

“(8) TIMELY PUBLICATION OF TRADING INFORMATION.—

“(A) In eeneraL.—A digital commodity exchange shall make public timely information on price,
trading volume, and other trading data on digital commodities to the extent prescribed by the
Commission.

“(B) CaraciTY OF DIGITAL COMMODITY EXCHANGE—A digital commodity exchange shall have the
capacity to electronically capture and transmit trade information with respect to transactions executed
on the exchange.

“(9) RECORDKEEPING AND REPORTING.—
“(A) IN ceENErAL.—A digital commodity exchange shall—

“(i) maintain records of all activities relating to the business of the facility, including a complete
audit trail, in aform and manner acceptable to the Commission for a period of 5 years;

“(ii) report to the Commission, in a form and manner acceptable to the Commission, such
information as the Commission determines to be necessary or appropriate for the Commission to
perform the duties of the Commission under this Act; and

“(iii) keep any such records of digital commodities which relate to a security open to inspection
and examination by the Securities and Exchange Commission.

“(B) hvrermaTron-SHARHE| NFORMATION-SHARING.—Subject to section 8, and on request, the Commission
shall share information collected under subparagraph (A) with—

“(i) the Board;
“(ii) the Securities and Exchange Commission;
“(iii) each appropriate Federal banking agency;
“(iv) each appropriate State bank supervisor (within the meaning of section 3 of the Federal
Deposit Insurance Act);
“(v) the Financial Stability Oversight Council;
“(vi) the Department of Justice; and
“(vii) any other person that the Commission determines to be appropriate, including—
“(I) foreign financial supervisors (including foreign futures authorities);
“(I1) foreign central banks; and
“(1) 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 the entity

stating that the entity shall abide by the confidentiaity requirements described in section 8 relating to
the information on digital commodities that is provided.

“(D) ProvipinG INFORMATION.—A digital commodity exchange shall provide to the Commission
(including any designee of the Commission) information under subparagraph (A) in such form and at
such frequency asis required by the Commission.
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“(10) ANTITRUST consIDERATIONS.—UnIess necessary or appropriate to achieve the purposes of this Act, a
digital commodity exchange shall not—

“(A) adopt any rules or take any actions that result in any unreasonable restraint of trade; or
“(B) impose any material anticompetitive burden on trading.

“(11) Conruicts oF INTEREST.—A registered digital commodity exchange shall implement conflict-of-
interest systems and procedures that—

“(A) establish structural and institutional safeguards—

“(i) to minimize conflicts of interest that might potentially bias the judgment or supervision
of the digital commodity exchange and contravene the principles of fair and equitable trading
and the business conduct standards described in this Act, including conflicts arising out of
transactions or arrangements with affiliates (including affiliates engaging in digital commodity
activities) whieh-may-thetade-irfermation-partittonsor between self-regulatory obligations and
commercial interests, which may include information partitions, restrictions on employees and
directors, and the legal separation of different persons or entities involved in digital commodity
activities; and

“(ii) to ensure that the activities of any person within the digital commodity exchange or
any affiliated entity relating to research or analysis of the price or market for any digital
commodity or acting in a role of providing dealing, brokering, or advising activities are
separated by appropriate informational partitions within the digital commaodity exchange or any
affiliated entity from the review, pressure, or oversight of persons whose involvement in pricing,
trading, exchange, or clearing activities might potentially bias their judgment or supervision and
contravene the core principles of open access and the business conduct standards described in
this Act; and

“(B) address such other issues as the Commission determines to be appropriate.
“(12) FINANCIAL RESOURCES.—

“(A) In ceneraL.—A digital commodity exchange shall have adequate financial, operational, and
managerial resources, as determined by the Commission, to discharge each responsibility of the
digital commodity exchange.

“(B) MINIMUM AMOUNT OF FINANCIAL RESOURCEs.—A digital commodity exchange shall possess
financial resources that, at a minimum, exceed the greater of—

“ (i) the total amount that would enable the digital commodity exchange to conduct an orderly
wind-down of its activities or

“ (ii) the total amount that would enable the digital commodity exchange to cover the operating
costs of the digital commodity exchange for a 1-year period, as calculated on a rolling basis.

“(13) DiscirLinaRY PrRocEDURES.—A digital commodity exchange shall establish and enforce disciplinary
procedures that authorize the digital commaodity exchange to discipline, suspend, or expel members or
market participants that violate the rules of the digital commodity exchange, or similar methods for
performing the same functions, including delegation of the functions to third parties.

“(14) GOVERNANCE FITNESS STANDARDS.—

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

“(B) Fitness stanpArRDs—A digital commodity exchange shall establish and enforce appropriate
fitness standards for—

“(i) directors; and
“(ii) any individua or entity with direct accessto, or control of, customer assets.
“(15) System sarFecuARDs.—A digital commodity exchange shall—
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“(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 systems, that—

“(i) arereliable and secure; and

“(ii) have adequate scal able capacity;
“(B) establish and maintain emergency procedures, backup facilities, and a plan for disaster recovery
that allow for—

“(i) the timely recovery and resumption of operations; and

“(ii) the fulfillment of the responsibilities and obligations of the digital commaodity exchange;
and

“(C) periodically conduct tests to verify that the backup resources of the digital commaodity exchange
are sufficient to ensure continued—

“(i) order processing and trade matching;

“(ii) price reporting;

“(iii) market surveillance; and

“(iv) maintenance of a comprehensive and accurate audit trail.
“(d) HoLpING oF CUSTOMER ASSETS.—

“(1) In ceneraL.—A digital commaodity exchange shall hold customer money, assets, and property in a
manner to minimize the risk of loss to the customer or unreasonable delay in the access to the money,
assets, and property of the customer.

“(A) SEGREGATION OF FUNDS.—

“(i) In ceNeraL.—A digital commodity exchange shall treat and deal with all money, assets, and
property that is received by the digital commodity exchange, or accrues to a customer as the
result of trading in digital commodities, as belonging to the customer.

“(ii) CoMMINGLING PROHIBITED.—Money, assets, and property of a customer described in clause
(i) shall be separately accounted for and shall not be commingled with the funds of the digital
commodity exchange or be used to margin, secure, or guarantee any trades or accounts of any
customer or person other than the person for whom the same are held.

“(B) ExcerTiONS.—
“(i) UsE oF FUNDS.—
“(I) In ceneraL.—Notwithstanding subparagraph (A), money, assets, and property of
customers of a digital commodity exchange described in subparagraph (A) may, for

convenience, be commingled and deposited in the same account or accounts with any bank,
trust company, derivatives clearing organization, or qualified digital commodity custodian.

“(I1) WitHorawaL.—Notwithstanding subparagraph (A), such share of the money, assets,
and property described in item (aa) asin the normal course of business shall be necessary to
margin, guarantee, secure, transfer, adjust, or settle a contract of sale of adigital commodity
with a registered entity may be withdrawn and applied to such purposes, including the
payment of commissions, brokerage, interest, taxes, storage, and other charges, lawfully
accruing in connection with the contract of sale of adigital commodity.

“(ii) Commission action.—Notwithstanding subparagraph (A), in accordance with such terms
and conditions as the Commission may prescribe by rule, regulation, or order, any money,
assets, or property of the customers of a digital commodity exchange described in subparagraph
(A) may be commingled and deposited in customer accounts with any other money, assets, or
property received by the digital commodity exchange and required by the Commission to be
separately accounted for and treated and dealt with as belonging to the customer of the digital
commodity exchange.
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“(2) PermiTTED INVESTMENTS.—MoOney described in subparagraph (A) may be invested in obligations
of the United States, in general obligations of any State or of any political subdivision of a State,
and in obligations fully guaranteed as to principal and interest by the United States, or in any other
investment that the Commission may by rule or regulation prescribe, and such investments shall be made
in accordance with such rules and regulations and subject to such conditions as the Commission may
prescribe.

“(3) CUSTOMER PROTECTION DURING BANKRUPTCY.—

“(A) Customer prorerTY.—AIl assets held on behalf of a customer by a digital commodity exchange,
and al money, assets, and property of any customer received by a digital commodity exchange
registered-under—section-5-of-this-Aet-for trading or custody, or to facilitate, margin, guarantee, or
secure contracts of sale of adigital commodity (including money, assets, or property accruing to the
customer as the result of the transactions), shall be considered customer property for purposes of
section 761 of title 11, United States Code.

“(B) TransacTioNs.—A transaction involving a unit of a digital commodity occurring on or subject
to the rules of a digital commaodity exchange shall be considered a ‘ contract for the purchase or sale
of a commodity for future delivery, on or subject to the rules of, a contract market or board of trade’
for the purposes of the definition of a‘commodity contract’ in section 761 of title 11, United States
Code.

“(C) ExcHances.—A digital commodity exchange shall be considered a futures commission merchant
for purposes of section 761 of title 11, United States Code.

“ (D) Assets removed from segregation.—Assets removed from segregation due to a customer election
under paragraph (5) shall not be considered customer property for purposes of section 761 of title 11,
United Sates Code.

“(4) MISUSE OF CUSTOMER PROPERTY .—
“(A) IN ceNErAL.—It shall be unlawful—

“(i) for any digital commodity exchange that has received any customer money, assets, or
property for custody to dispose of, or use any such money, assets, or property as belonging to
the digital commodity exchange or any person other than a customer of the digital commodity
exchange; or

“(ii) for any other person, including any depository, other digital commodity exchange, or digital
commodity custodian that has received any customer money, assets, or property for deposit, to
hold, dispose of, or use any such money, assets, or property, or property, as belonging to the
depositing digital commodity exchange or any person other than the customers of the digital
commodity exchange.

“(B) Use FurTHER DEFINED.—FOr purposes of this section, ‘use’ of a digital commodity includes
utilizing any unit of a digital asset to participate in a blockchain service defined in paragraph (5) or a
decentralized governance system associated with the digital commodity or the blockchain system to
which the digital commodity relates in any manner other than that expressly directed by the customer
from whom the unit of a digital commodity was received.

“(5) PARTICIPATION IN BLOCKCHAIN SERVICES.—

“(A) In ceNeraL.—A customer shall have the right to waive the restrictions in paragraph (1) for any
unit of a digital commodity_to be used under subparagraph (B), by affirmatively electing, in writing
to the digital commaodity exchange, to waive the restrictions.

“(B) Use oF Funps.—Customer digital commodities removed from segregation under subparagraph
(A) may be pooled and used by the digital commodity exchange or its designee to provide a
blockchain service for a blockchain system to which the unit of the digital asset removed from
segregation in subparagraph (A) relates.

“(C) LIMITATIONS.—
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“(i) In general.—The Commission may, by rule, establish notice and disclosure regquirements,
and any other limitations and rules related to the waiving of any restrictions under this paragraph
that are reasonably necessary to protect customers, including eligible contract participants,
non-eligible contract participants, or any other class of customers.

“(ii) Customer choice—A digital commodity exchange may not require a waiver from a
customer described in subparagraph (A) as a condition of doing business on the exchange.
“(D) BLockcHAIN sErRvICE DEFINED.—IN this subparagraph, the term ‘blockchain service’ means any
activity relating to validating transactions on a blockchain system, providing security for a blockchain
system, or other similar activity required for the ongoing operation of a blockchain system.

“(€) MARKET Access REQUIREMENTS.—

“(1) In ceneraL.—A digital commodity exchange shall require any person who is not an eligible contract
participant to access trading on the exchange through a digital commodity broker.

“(2) AFFILIATED coMmoDITY BROKERS.—A registered digital commodity exchange may waiataiapermit an
affiliated digital commodity broker to facilitate access to the digital commodity exchangerH—

s LA

“(3) DIRECT ACCESS FOR ELIGIBLE CONTRACT PARTICIPANTS.—Nothing in this section shall prohibit a digital
commodity exchange in compliance with this section from permitting direct access for eligible contract
participants.

“(4) ADDITIONAL REQUIREMENTS.—

The Commission may, by rule, impose any additional requirements related to the operations and activities
of the digital commaodity exchange and thean affiliated digital commodity broker necessary to protect

market participants, promote fair and equitable trading on the digital commaodity exchange, and promote
responsible economic or financial innovation.

“(f) DesiGNATION OF CHIEF CoMPLIANCE OFFICER.—

“(1D IN ceneraL.—A digital commodity exchange shall designate an individual to serve as a chief
compliance officer.

“(2) Duties.—The chief compliance officer shall—
“(A) report directly to the board or to the senior officer of the exchange;
“(B) review compliance with the core principles in this subsection;

“(C) in consultation with the board of the exchange, a body performing a function similar to that of a
board, or the senior officer of the exchange, resolve any conflicts of interest that may arise;

“(D) establish and administer the policies and procedures required to be established pursuant to this
section;

“(E) ensure compliance with this Act and the rules and regulations issued under this Act, including
rules prescribed by the Commission pursuant to this section; and
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“(F) establish procedures for the remediation of noncompliance issues found during compliance
office reviews, look backs, internal or external audit findings, self-reported errors, or through
validated complaints.

“(3) ReqQuIREMENTS FOR PROCEDURES.—IN establishing procedures under paragraph (2)(F), the chief
compliance officer shall design the procedures to establish the handling, management response,
remediation, retesting, and closing of noncompliance issues.

“(4) ANNUAL REPORTS.—

“(A) In eeNEraL.—In accordance with rules prescribed by the Commission, the chief compliance
officer shall annually prepare and sign a report that contains a description of—

“(i) the compliance of the digital commodity exchange with this Act; and
“(ii) the policies and procedures, including the code of ethics and conflict of interest policies, of
the digital commodity exchange.
“(B) RequiremenTs.—The chief compliance officer shall—
“(i) submit each report described in subparagraph (A) with the appropriate financial report of the

digital commodity exchange that is required to be submitted to the Commission pursuant to this
section; and

“(ii) include in the report a certification that, under penalty of law, the report is accurate and
complete.

“(g) APPOINTMENT OF TRUSTEE.—

“(1) In ceneraL.—If a proceeding under section 5e results in the suspension or revocation of the
registration of a digital commodity exchange, or if a digital commodity exchange withdraws from
registration, the Commission, on notice to the digital commodity exchange, may apply to the appropriate
United States district court where the digital commodity exchange is located for the appointment of a
trustee.

“(2) AssumptioN oF JurispicTioN.—If the Commission applies for appointment of a trustee under paragraph
(D)—
“(A) the court may take exclusive jurisdiction over the digital commodity exchange and the records
and assets of the digital commaodity exchange, wherever located; and

“(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 commodity exchange in an orderly manner for the
protection of customers subject to such terms and conditions as the court may prescribe.
“(h) QuaLiriep DicitaL CommopiTy CustopiaN.—A digital commodity exchange shall hold in a qualified
digital commodity custodian each unit of adigital commaodity that is—

“(2) the property of a customer of the digital commodity exchange;
“(2) required to be held by the digital commaodity exchange under subsection (¢)(12) of this section; or

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

“(i) ExempPTIONS.—

“(1) In order to promote responsible economic or financial innovation and fair competition, or protect
customers, the Commission may (on its own initiative or on application of the registered digital
commodity exchange) exempt, either unconditionally or on stated terms or conditions or for stated periods
and either retroactively or prospectively, or both, a registered digital commodity exchange from the
requirements of this section, if the Commission determines that—

“6(A) the exemption would be consistent with the public interest and the purposes of this Act; and

“(B) the exemption will not have a material adverse effect on the ability of the Commission or the
digital commodity exchange to discharge regulatory or self-regulatory duties under this A€et-erAct.
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“(2)_The Commission may exempt, conditionally or unconditionally, a digital commodity exchange from

registration under this section if the Commission finds that the digital commodity exchange is subject

to comparable, comprehensive supervision and regulation on a consolidated basis by the appropriate
geveramentgovernmental authorities in the home country of the exehangefacility.

“(j) Customer Derinep.—In this section, the term ‘ customer’ means any person that maintains an account
for the trading of digital commodities directly with a digital commodity exchange (other than a person that is
owned or controlled, directly or indirectly, by the digital commodity exchange) for its own behalf or on behalf
of any other ary-person.

“(k) FeperaL PreemprioN.—Notwithstanding any other provision of law, the Commission shall have
exclusive jurisdiction over any digital commaodity exchange registered under this section.

“(I) TREaTMENT UNDER THE BANK SECRECY AcT.—A registered-digital commodity exchange shall be treated
asafinancial institution for purposes of the Bank Secrecy Act.

“ (m) Withdrawal of Certification of a Blockchain System.—

“(1) IN GENERAL.—

“ (A) DETERMINATION BY A DIGITAL COMMODITY EXCHANGE.—Wth respect to a certification of a blockchain
system that becomes effective pursuant to section 44(f) of the Securities Exchange Act of 1934, if
a digital commodity exchange determines that the blockchain system may not be a decentralized
system, the digital commodity exchange shall notify the Commission of such deter mination.

“(B) WitHDrRAWAL PrRocEss.—Wth respect to each notification received under subparagraph (A), the
Commission shall initiate a withdrawal process under which the Commission shall—

“ (i) publish a notice announcing the proposed withdrawal;
“ (ii) provide a 30 day comment period with respect to the proposed withdrawal; and
“ (iii) after the end of the 30-day comment required under clause (ii), publish either—
“ (1) a notification of withdrawal of the applicable certification; or
“(11) a notice that the Commission is not withdrawing the certification.

“(C) DeralLED ANALYSs ReQuIReD.—The Commission shall include, with each publication of a
notification of withdrawal described under subparagraph (B)(iii)(1), a detailed analysis of the factors
on which the decision was based.

“ (2) RecermiFicatioN.—Wth respect to a blockchain system for which a certification has been withdrawn
under this subsection, no person may make a certification under section 44(a) of the Securities Exchange
Act of 1934 with respect to such blockchain system during the 90-day period beginning on the date of such
withdrawal.

“ (3) Appeal of withdrawal —

“(A) In ceneraL.—If a certification is withdrawn under this subsection, a person making may appeal
the decision to the United Sates Court of Appeals for the District of Columbia, not later than 60 days
after the notice of withdrawal is made.

“(B) Review—In an appeal under subparagraph (A), the court shall have de novo review of the
deter mination to withdraw the certification.”

SEC. 465:505. QUALIFIED DIGITAL COMMODITY CUSTODIANS.
The Commodity Exchange Act (7 U.S.C. 1 et seq.), as amended by the preceding provisions of this Act, is
amended by inserting after section 5i the following:

“SEC. 5. QUALIFIED DIGITAL COMMODITY CUSTODIANS.

“(a) In GeneraL.—Foerpurpesesof-thisAetA digital commodity custodian is a qualified digital commodity
custodian ts—aif the digital commodity custodian whe—rreets—thefeHowing—eenditions:complies with the

requirements of this section.
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“(2b) Sorervtston—THESUPERVISON REQUIREMENT.—A digital commodity custodian isthat is not subject to
adeguate-supervision and aﬁprepﬁate-regulraﬁeﬁ
oo — hedicial i hori
“(A)
examination by an appropriate Federal banking agency, the National Credit Union Administration, the
Commission, or the Securities and Exchange Commission shall be subject to adequathte supervision-ef—

%

anand appropriate Federal-banking-ageney;regul ation by—
“(H1) a State bank supervisor (within the meaning of section 3 of the Federal Deposit Insurance Act);
or

“(2) a Sate credit union supervisor, as defined under section 6003 of the Anti-Money Laundering Act of
2020; or

“(3) an appropriate foreign governmental authority in the home country of the digital commodity
eustedian-andcustodian.

“(c) Other Requirements.—

“(B1l) netNor ere A AR . , S PARAGRAPH—(A)OTHERWISE
PROHIBITED.—The digital commodlw custodlan has not been prohibited bv a supervisor of the digital
commodity custodian from engaging in afyan activity with respect to the hetdirgcustody and safekeeping
of digital commodities.

“(32) INFORMATION SHARING.—

“(A) INn ceneraL.—TFReA digital commodity custodian agrees-te—suehshall share information with
the Commission on request and comply with such requirements for periodic sharing of information
regarding customer accounts that the digital commodity custodian holds on behalf of an entity
registered with the Commission; as the Commission determines by rule shal—beare reasonably
necessary to effectuate any of the provisions, or to accomplish any of the purposes, of this Act.

“(B) Provision oF INFORMATION.—ANY persenentity that is subject to regulation and examination by
a-prudential+egutateran appropriate Federal banking agency may satisfy any information request
described in subparagraph (A); by providing the Commission with a detailed listing, in writing, of the
digital commaodities of a customer within the custody or use of the persenentity.

“(Id) ADEQUATE SUPERVISION AND APPROPRIATE REGULATION-FURFHER DEFHNED.—

“(1) INn eeNeraL.—HAFOr purposes of subsection (gb), the terms ‘adequate supervision’ and ‘ appropriate
regulation’ mean such minimum standards for supervision and regulation as are reasonably necessary
to protect the digital commodities of customers of an entity registered with the Commission, including
mtAtmdm-standards relating te—

to the licensing, examination, and supervisory processes that reguire the digital commodity custodian to,
at a minimum—
“(A) receive a review and evaluation of ownership, character and fitness, conflicts of interest,
business model, financial statements, funding resources, and policies and procedures of the digital
commodity custodian;

“(BB) gevernance—arrangementshold capital sufficient for the financial integrity of the digital
commodity custodian;

“(C) protect customer assets;
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“(ED) fitressstandards;

establish and maintain books and records regarding the business of the digital commodity custodian;

submit financial statements and audited financial statements to the applicable supervisor described in

subsection (b);

“(F) provide disclosures to the applicable supervisor described in subsection (b) regarding actions,
proceedings, and other items as determined by the supervisor;

“ (G) maintain and enforce policies and procedures for compliance with applicable Sate and Federal
laws, including those related to anti-money laundering and cybersecurity;

“ (H) establish a business continuity plan to ensure functionality in cases of disruption; and
. i

“ (1) establish policies and procedures to resolve complaints.

“(32) RULEMAKING AHFHORIFYWITH RESPECT TO DEFINITIONS—

“(A) IN cENERAL.—FOr purposes of sdbseetien-{a)this section, the Commission_may, by rule-er-erder
mayrule, further define the terms ‘ adequate supervision’ and ‘appropriate regulation’ as necessary in

the public interest, as appropriate for the protection of eusterers,and-eonsistert-with-the-purpeses-of
thisAetinvestors, and consistent with the purposes of this Act.

“ (B) CONDITIONAL TREATMENT OF CERTAIN CUSTODIANS BEFORE RULEMAKING.—Before the effective date of a
rulemaking under subparagraph (A), a trust company is deemed subject to adequate supervision and
appropriate requlation if—

“ (i) the trust company is expressly permitted by a Sate bank supervisor to engage in the custody
and safekeeping of digital commodities;

“(ii) the Sate bank supervisor has established licensing, examination, and supervisory
processes that require the trust company to, at a minimum, meet the conditions described in
subparagraphs (A) through (1) of paragraph (1); and

“ (iii) the trust company is in good standing with its Siate bank supervisor.

“(C) Transition period for certain custodians.—In implementing the rulemaking under subparagraph
(A), the Commission shall provide a transition period of not less than 2 years for any trust company
that is deemed subject to adequate supervision and appropriate regulation under subparagraph (B)
on the effective date of the rulemaking.

“(ee) AutHoriTY Fero TemPorARILY SusPeEND StanpAarDs—The Commission may, by rule or order,
temporarily suspend, in whole or in part, any requirement imposed under, or any standard referred to in,
this section if the Commission determines that the suspension would be consistent with the public interest and
the purposes of this Act.”

SEC. 406:506. REGISTRATION AND REGULATION OF DIGITAL COMMODITY BROKERS AND
DEALERS.

The Commodity Exchange Act (7 U.S.C. 1 et seq.), as amended by the preceding provisions of this Act, is
amended by inserting after section 4t the following:

“SEC. 4u. REGISTRATION AND REGULATION OF DIGITAL COMMODITY BROKERS AND
DEALERS.
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“(a) RecistraTiON.—It shall be unlawful for any person to act as a digital commodity broker or digital
commodity dealer unless the person is registered as such with the Commission.

“(b) REQUIREMENTS.—

“(1) In ceENeraL.—A person shall register as a digital commodity broker or digital commodity dealer by
filing a registration application with the Commission.

“(2) CoNTENTS.—

“(A) IN ceNeraL.—The application shall be made in such form and manner as is prescribed by the
Commission, and shall contain such information as the Commission considers necessary concerning
the business in which the applicant is or will be engaged.

“(B) ConTINUAL REPORTING.—A person that is registered as a digital commodity broker or digital

commodity dealer shall continue to submit to the Commission reports that contain such information
pertaining to the business of the person as the Commission may require.

STATUTORY DISQUALIFICATION.—EXcept to the extent otherwise specifically provided by rule, regulation, or
order, it shall be unlawful for adigital commaodity broker or digital commodity dealer to permit any person
who is associated with a digital commaodity broker or a digital commodity dealer and who is subject to a
statutory disgualification to effect or be involved in effecting a contract oferf sale of a digital commodity
on behalf of the digital commodity broker or the digital commodity dealer, respectively, if the digital
commodity broker or digital commodity dealer, respectively, knew, or in the exercise of reasonable care
should have known, of the statutory disqualification.

“(B4) LIMITATIONS ON CERTAIN AssETs.—A fegistered—digital commodity broker or registered—digital
commodity dealer shall not offer, offer to enter into, enter into, or facilitate any contract oferf sale of
adigital commodity that has not been certified under section 5¢(d).

“(c) ADDITIONAL REGISTRATIONS.—

“(1) WitH THE Commission.—ARNy person required to be registered as a digital commaodity broker or digital

commodity dealer may also be registered as a futures commission merchant, introducing broker, or swap
dedler.

“(2) WiTH THE SecuRITIES AND ExcHANGE CommissioN.—Any person required to be registered as a digital
commodity broker or digital commodity dealer under this section may register with the Securities and
Exchange Commission as a digital asset broker or d|g|ta| asset dedler, pursuant to section 15(b) of the
Secuntles Exchange Act of 1934 ‘ ‘ i

“(3) WITH MEMBERSHIP IN A REGISTERED FUTURES ASSOCIATION.—ANY person required to be registered as a
digital commodity broker or digital commodity dealer under this section shall be a member of aregistered
futures association.

“(4) RecISTRATION REQUIRED.—ANY person required to be registered as a digital commodity broker or
digital commodity dealer under this section shall register with the Commission as such regardless of
whether the person is registered as-saelk-with another State or Federal regulator.

“(d) RuLEMAKING.—

“(1) In ceneraL.—The Commission shall prescribe such rules applicable to registered digital commodity
brokers and registered digital commaodity dealers as are appropriate to carry out this section, including
rules in the public interest that limit the activities of digital commodity brokers and digital commodity
dedlers.
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“(2) MuLtirLe RecisTRANTS.—The Commission shall prescribe rules or regulations permitting, or
may otherwise authorize, exemptions or additional requirements applicable to persons with multiple
registrations under this Act, including as futures commission merchants, introducing brokers, digital
commodity brokers, digital commodity dealers, or swap dealers, as may be in the public interest to reduce
compliance costs and promote customer protection.

“(e) CaPITAL REQUIREMENTS.—
“(1) In ceneraL.—Each registered-digital commaodity broker and registered-digital commodity dealer shall
meet such minimum capital requirements as the Commission may prescribe to address the risks associated

with digital commodity trading and to ensure that the digital commodity broker or digital commodity
dealer, respectively, is able to—

“(A) meet, and continue to meet, at all times, the obligations of such aregistrant;

and

“(€B) in the case of a digital commodity dealer, fulfill the eustemercounterparty obligations of the
digital commodity dealer for any margined, leveraged, or financed transactions.

“(2) RuLe oF construcTioNn.—Nothing in this section shall limit, or be construed to limit, the authority
of the Securities and Exchange Commission to set financial responsibility rules for a broker or dealer
registered pursuant to section 15(b) of the Securities Exchange Act of 1934 (15 U.S.C. 780(b)) (except for
section 15(b)(11) of such Act (15 U.S.C. 780(b)(11)) in accordance with section 15(c)(3) of such Act (15
U.S.C. 780(c)(3)).

“(3) FUTURES COMMISSION MERCHANTS AND OTHER DEALERS.—

LA N-GENERAE—

Each futures commission merchant, introducing broker, digital commodity broker, digital commodity
dealer, broker, and deder shall maintain sufficient capital to comply with the stricter of any applicable
capital requirements to which the futures commission merchant, introducing broker, digital commodity
broker, digital commodity dealer, broker, or dealer, respectively, is subject under this Act or the Securities
Exchange Act of 1934 (15 U.S.C. 78aet seq.).

commodity dealer—

“(1) shall make such reports as are required by the Commission by rule or regulation regarding the
transactions, positions, and financial condition of the digital commodity broker or digital commodity
dealer, respectively;

“(2) shall keep books and records in such form and manner and for such period as may be prescribed by
the Commission by rule or regulation; and

“(3) shall keep the books and records open to inspection and examination by any representative of the
Commission.

“(g) DaiLY TraDING RECORDS.—

“(1) In ceNeraL.—Each registered-digital commodity broker and registered-digital commodity dealer shall
maintain daily trading records of the transactions of the digital commodity broker or digital commodity
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dealer, respectively, and all related records (including related forward or derivatives transactions) and
recorded communications, including electronic mail, instant messages, and recordings of telephone calls,
for such period as the Commission may require by rule or regulation.

“(2) InFormATION REQUIREMENTS.—The daily trading records shall include such information as the
Commission shall require by rule or regulation.

“(3) CounTterPARTY RECORDS.—Each registered-digital commodity broker and registered-digital commodity
dealer shall maintain daily trading records for each customer or counterparty in a manner and form that is
identifiable with each digital commodity transaction.

“(4) AupiT TRaIL.—Each registered-digital commodity broker and registeree-digital commodity dealer shall
maintain a complete audit trail for conducting comprehensive and accurate trade reconstructions.

“(h) BusiNeEss CoNDUCT STANDARDS.—

“(2) In ceneraL.—Each registered-digital commodity broker and registered-digital commodity dealer shall
conform with such business conduct standards as the Commission, by rule or regulation, prescribes related
to—

“(A) fraud, manipulation, and other abusive practices involving spot or margined, leveraged, or
financed digital commodity transactions (including transactions that are offered but not entered into);

“(B) diligent supervision of the business of the registered digital commodity broker or digital
commodity dealer, respectively; and

“(C) such other matters as the Commission deems appropriate.

“(2) BusiNEss conbDucT REQUIREMENTS.—The Commission shall, by rule, prescribe business conduct
requirements which—

“(A) require disclosure by a registered digital commodity broker and registered digital commodity
dealer to any counterparty to the transaction (other than an eligible contract participant) of—

“(i) information about the material risks and characteristics of the digital commodity;and
“(ii) information about the material risks and characteristics of the transaction;

“(B) establish a duty for such a digital commodity broker and such a digital commodity desler to
communicate in afair and balanced manner based on principles of fair dealing and good faith;

“(C) establish standards governing digital commodity platfermbroker and digital commodity dealer
marketing and advertising, including testimonials and endorsements; and

“(D) establish such other standards and requirements as the Commission may determine are—
“(i) inthe public interest;
“(ii) appropriate for the protection of customers; or
“(iii) otherwise in furtherance of the purposes of this Act.

“(3) ProHiBITION ON FRAUDULENT PRACTICES.—It shall be unlawful for a registered-digital commodity broker
or egistered-digital commodity dealer to—

“(A) employ any device, scheme, or artifice to defraud any customer or counterparty;

“(B) engage in any transaction, practice, or course of business that operates as a fraud or deceit on
any customer or counterparty; or

“(C) engage in any act, practice, or course of businessthat is fraudulent, deceptive, or manipulative.

“(i) DuTiES.—

“(1) Risk MANAGEMENT PROCEDURES.—Each registered-digital commodity broker and registered—digital
commodity dealer shall establish robust and professional risk management systems adequate for managing
the day-to-day business of the digital commodity broker or digital commodity dealer, respectively.

“(2) DiscLOSURE OF GENERAL INFORMATION.—Each registered-digital commodity broker and registered-digital
commodity dealer shall disclose to the Commission information concerning—
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“(A) the terms and conditions of the transactions of the digital commodity broker or digital
commodity dealer, respectively;

“(B) the trading operations, mechanisms, and practices of the digital commodity broker or digital
commodity dealer, respectively;
“(C) financial integrity protections relating to the activities of the digital commodity broker or digital
commodity dealer, respectively; and
“(D) other information relevant to trading in digital commaodities by the digital commodity broker or
digital commodity dealer, respectively.
“(3) ABiLITY TO OBTAIN INFORMATION.—Each registered-digital commodity broker and registered—digital
commodity dealer shall—

“(A) establish and enforce internal systems and procedures to obtain any necessary information to
perform any of the functions described in this section; and

“(B) provide the information to the Commission, on request.

“(4) ConruicTs oF INTEREST.—Each registered-digital commodity broker and digital commodity dealer shall
implement conflict-of-interest systems and procedures that—

“(A) establish structural and institutional safeguards—

“(i) to minimize conflicts of interest that might potentially bias the judgment or supervision
of the digital commodity broker or digital commodity dealer, respectively, and contravene the
principles of fair and equitable trading and the business conduct standards described in this Act,
including conflicts arising out of transactions or arrangements with affiliates (including affiliates
acting as digital asset issuers, digital commodity dealers, or qualified digital commodity
custodians), which may include information partitions and the legal separation of different

digital—eommedity—transaetiontatermediariespersons involved in digital commodity activities;

and

“(ii) to ensure that the activities of any person within the digital commodity broker or digital
commodity deaer relating to research or analysis of the price or market for any digital
commodity or acting in a role of providing exchange activities or making determinations as
to accepting exchange customers are separated by appropriate informational partitions within the
digital commodity broker or digital commodity dealer from the review, pressure, or oversight of
persons whose involvement in pricing, trading, exchange, or clearing activities might potentially
bias their judgment or supervision and contravene the core principles of open access and the
business conduct standards described in this Act; and
“(B) address such other issues as the Commission determines to be appropriate.

“(5) AnTiTRusT consiDERATIONS.—Unless necessary or appropriate to achieve the purposes of this Act, a
digital commaodity broker or digital commodity dealer shall not—

“(A) adopt any process or take any action that resultsin any unreasonable restraint of trade; or
“(B) impose any material anticompetitive burden on trading or clearing.
“(j) DesicNATION OF CHIEF CoMPLIANCE OFFICER.—

“(1) In eeNeraL.—Each registered-digital commodity broker and registereg-digital commodity dealer shall
designate an individual to serve as a chief compliance officer.

“(2) DuTies.—The chief compliance officer shall—

“(A) report directly to the board or to the senior officer of the registered digital commodity broker or
registered digital commodity dealer;

“(B) review the compliance of the registered digital commodity broker or registered digital
commodity dealer with respect to the registered digital commodity broker and registered digital
commodity dealer requirements described in this section;

“(C) in consultation with the board of directors, a body performing a function similar to the board, or
the senior officer of the organization, resolve any conflicts of interest that may arise;
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“(D) be responsible for administering each policy and procedure that is required to be established
pursuant to this section;

“(E) ensure compliance with this Act (including regulations), including each rule prescribed by the
Commission under this section;

“(F) establish procedures for the remediation of noncompliance issues identified by the chief
compliance officer through any—

“(i) compliance office review;
“(ii) look-back;
“(iii) internal or external audit finding;
“(iv) self-reported error; or
“(v) validated complaint; and
“(G) establish and follow appropriate procedures for the handling, management response,
remediation, retesting, and closing of noncompliance issues.
“(3) ANNUAL REPORTS.—

“(A) INn eeneraL.—In accordance with rules prescribed by the Commission, the chief compliance
officer shall annually prepare and sign a report that contains a description of—
“(i) the compliance of the registered digital commodity broker or registered digital commodity
dealer with respect to this Act (including regulations); and
“(ii) each policy and procedure of the registered digital commaodity broker or registered digital
commodity dealer of the chief compliance officer (including the code of ethics and conflict of
interest palicies).
“(B) RequiremenTs.—The chief compliance officer shall ensure that a compliance report under
subparagraph (A)—
“(i) accompanies each appropriate financial report of the registered digital commodity broker or
registered digital commodity dealer that is required to be furnished to the Commission pursuant
to this section; and
“(ii) includes a certification that, under penalty of law, the compliance report is accurate and
complete.

“(K) SecrecaTiON OF DiGiTAL COMMODITIES.—

“(1) HOLDING OF CUSTOMER ASSETS.—
“(A) In ceneraL.—Each registered-digital commaodity broker and registered-digital commodity dealer
shall hold customer money, assets, and property in a manner to minimize the risk of loss to
the customer or unreasonable delay in customer access to the money, assets, and property of the
customer.
“(B) QUALIFIED DIGITAL coMMODITY cusTobiAN.—Each registered—digital commodity broker and
registered-digital commodity dealer shall hold in a qualified digital commodity custodian each unit of
adigital commodity that is—
“(i) the property of a customer or counterparty of the digital commodity broker or digital
commodity dealer, respectively;
“(ii) required to be held by the digital commodity broker or digital commodity dealer under
subsection (€); or

public interest.
“(2) SEGREGATION OF FUNDS.—

“(A) INn ceNeraL.—Each registered-digital commaodity broker and registered-digital commodity dealer
shall treat and deal with all money, assets, and property that is received by the registered-digital
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commodity broker or registered-digital commodity dealer, or accrues to a customer as the result of
trading in digital commodities, as belonging to the customer.

“(B) COMMINGLING PROHIBITED.—

“(i) In eeNeraL.—EXcept as provided in clause (ii), each registered-digital commodity broker
and registered-digital commodity dealer shall separately account for money, assets, and property
of adigital commodity customer, and shall not commingle any such money, assets, or property
with the funds of the digital commaodity broker or digital commodity dealer, respectively, or use
any such money, assets, or property 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.

“(ii) ExcerTIONS.—
“(I Use oF FUNDS.—

“(@) IN cENEraL.—A registered—digital commodity broker or registered—digital
commodity dealer may, for convenience, commingle and deposit in the same account
or accounts with any bank, trust company, derivatives clearing organization, or
qualified digital commodity custodian money, assets, and property of customers.

“(bb) WiTHporawaL.—The share of the money, assets, and property described in item
(aa) as in the normal course of business shall be necessary to margin, guarantee,
secure, transfer, adjust, or settle a contract oferf sale of a digital commodity with
a registered entity may be withdrawn and applied to such purposes, including the
payment of commissions, brokerage, interest, taxes, storage, and other charges,
lawfully accruing in connection with the contract.

“(I1) Commission action.—In accordance with such terms and conditions as the
Commission may prescribe by rule, regulation, or order, any money, assets, or property
of the customers of a registered-digital commaodity broker or registered-digital commodity
dealer may be commingled and deposited in customer accounts with any other money,
assets, or property received by the digital commodity broker or digital commodity dealer,
respectively, and required by the Commission to be separately accounted for and treated
and dealt with as belonging to the customer of the digital commodity broker or digital
commodity dealer, respectively.

“(3) PermiTTED INVESTMENTS.—MoONey described in paragraph (2) may be invested in obligations of the

United States, in general obligations of any State or of any political subdivision of a State, in obligations

fully guaranteed as to principal and interest by the United States, or in any other investment that the

Commission may by rule or regulation allow.

“(4) CUSTOMER PROTECTION DURING BANKRUPTCY.—

“(A) CustomER ProPERTY.—AIl money, assets, or property described in paragraph (2) shal be
considered customer property for purposes of section 761 of title 11, United States Code.

“(B) TransacTions.—A transaction involving a unit of a digital commaodity occurring with a digital
commodity dealer shall be considered a ‘contract for the purchase or sale of a commodity for future
delivery, on or subject to the rules of, a contract market or board of trade’ for purposes of the
definition of a‘commodity contract’ in section 761 of title 11, United States Code.

“(C) BrokERs AND DEALERS.—A tegistered—digital commodity deder and a registered—digital
commodity broker shall be considered a futures commission merchant for purposes of section 761 of
title 11, United States Code.

“(D) AssETs REMOVED FROM SEGREGATION.—AsSsets removed from segregation due to a customer
election under paragraph (56) shall not be considered customer property for purposes of section
761 of title 11, United States Code.

“(5) MISUSE OF CUSTOMER PROPERTY .—

“(A) IN ceNErAL.—It shall be unlawful—
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“(i) for any digital commodity broker or digital commodity dealer that has received any
customer money, assets, or property for custody to dispose of, or use any such money, assets, or
property as belonging to the digital commaodity broker or digital commodity dealer,_respectively,
or_any person other than a customer of the digital commodity broker or digital commodity
dealer, respectively; or

“(ii) for any other person, including any depository, digital commodity exchange, other digital
commodity broker, other digital commodity dealer, or digital commodity custodian that has
received any customer money, assets, or property for deposit, to hold, dispose of, or use any such
money, assets, or property, as belonging to the depositing digital commodity broker or digital
commodity dealer or any person other than the customers of the digital commodity broker or
digital commodity dealer, respectively.

“(B) Use FURTHER DEFINED.—FOr purposes of this section, ‘use’ of a digital commodity includes
utilizing any unit of a digital asset to participate in a blockchain service defined in paragraph (56) or
a decentralized governance system associated with the digital commodity or the blockchain system to
which the digital commodity relates in any manner other than that expressly directed by the customer
from whom the unit of adigital commodity was received.

“(6) PARTICIPATION IN BLOCKCHAIN SERVICES.—
“(A) In GeNeraL.—A customer shall have the right to waive the restrictions in paragraph (1) for any
unit of adigital commodity_to be used under subparagraph (B), by affirmatively electing, in writing
to the digital commodity broker or digital commodity dedler, to waive the restrictions.
“(B) Use oF runps.—Customer digital commodities removed from segregation under subparagraph
(A) may be pooled and used by the digital commodity broker or digital commodity dealer, or one
of their designees, to provide a blockchain service for a blockchain system to which the unit of the
digital asset removed from segregation in subparagraph (A) relates.

“(C) LImMITATIONS.—

“(i) In general.—The Commission may, by rule, establish notice and disclosure requirements,
and any other limitations and rules related to the waiving of any restrictions under this paragraph
that are reasonably necessary to protect customers, including eligible contract participants,
non-eligible contract participants, or any other class of customers.

“(ii) Customer choice—A digital commodity broker or digital commodity dealer may not
reguire a waiver from a customer described in subparagraph (A) as a condition of doing
business with the broker or dealer.

“(D) BLockcHAIN service DEFINED.—IN this subparagraph, the term ‘blockchain service’ means any
activity relating to validating transactions on a blockchain system, providing security for a blockchain
system, or other similar activity required for the ongoing operation of a blockchain system.

“(I) FeperaL Preemprion.—Notwithstanding any other provision of law, the Commission shall have
exclusive jurisdiction over any digital commodity broker or digital commodity dealer registered under this
section.

“(m) Exemprions.—In order to promote responsible economic or financial innovation and fair competition,
or protect customers, the Commission may (on its own initiative or on application of the registered digital
commodity broker or registered digital commodity dealer) exempt, unconditionally or on stated terms or
conditions, or for stated periods, and retroactively or prospectively, or both, a registered digital commodity
broker or registered digital commodity dealer from the requirements of this section, if the Commission
determines that—

“(D(A) the exemption would be consistent with the public interest and the purposes of this Act; and

(B) the exemptlon will not have a materia adverse effect on the ability of the Commission erthe
! y-dealer-to discharge regulatory duties under this Act;
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“(2) the registered digital commodity broker or registered digital commodity dealer is subject to
comparable, comprehensive supervision and regulation by the appropriate government authorities in
the home country of the registered digital commodity broker or registered digital commodity dedler,
respectively.
“(n) TReatMENT UNDER THE BANK Secrecy Act.—A registered-digital commaodity broker and a registered
digital commodity dealer shall be treated as a financial institution for purposes of the Bank Secrecy Act.”

SEC. 497507. REGISTRATION OF ASSOCIATED PERSONS.
(a) IN GenNeraL.—Section 4k of the Commaodity Exchange Act (7 U.S.C. 6k) is amended—
(2) by redesignating subsections (4) through (6) as subsections (5) through (7), respectively; and
(2) by inserting after subsection (3) the following:

“(4) It shall be unlawful for any person to act as an associated person of a digital commodity broker
or an associated person of adigital commodity dealer unless the person is registered with the Commission
under this Act and such registration shall not have expired, been suspended (and the period of suspension
has not expired), or been revoked. It shall be unlawful for a digital commodity broker or a digital
commodity dealer to permit such a person to become or remain associated with the digital commodity
broker or digital commodity dealer if the digital commaodity broker or digital commodity dealer knew
or should have known that the person was not so registered or that the registration had expired, been
suspended (and the period of suspension has not expired), or been revoked.”

; and
(3) in subsection (5) (as so redesignated), by striking “or of a commodity trading advisor” and inserting
“of acommaodity trading advisor, of adigital commodity broker, or of adigital commodity dealer”.

(b) ConrForMING AMENDMENTS.—The Commodity Exchange Act (7 U.S.C. la et seq.) is amended by
striking “section 4k(6)” each place it appears and inserting “ section 4k(7)”.

SEC. 4688:508. REGISTRATION OF COMMODITY POOL OPERATORS AND COMMODITY TRADING
ADVISORS.
(a) In General.—Section 4m(3) of the Commaodity Exchange Act (7 U.S.C. 6m(3)) is amended—
(1) in subparagraph (A)—
(A) by striking “any commodity trading advisor” and inserting “a commodity pool operator or
commodity trading advisor”; and
(B) by striking “acting as a commaodity trading advisor” and inserting “acting as a commodity pool
operator or commodity trading advisor”; and
(2) in subparagraph (C), by inserting “digital commodities,” after “physical commodities,”.
(b) Exemptive AutHorITY.—Section 4m of such Act (7 U.SC. 6m) is amended by adding at the end the
following:.

“ (4) Exempmive AuTtHoRrITY.—The Commission shall promulgate rules to provide appropriate exemptions for
commodity pool operators and commodity trading advisors, to provide relief from duplicative, conflicting, or
unduly burdensome requirements or to promote responsible innovation, to the extent the exemptions foster the
development of fair and orderly cash or spot digital commodity markets, are necessary or appropriate in the
public interest, and are consistent with the protection of customers.”

SEC. 469:509. EXCLUSION FOR ANEH-LEARY-DECENTRALIZED FINANCE ACTIVITIES.

The Commodity Exchange Act (7 U.S.C. 1 et seq.), as amended by the preceding provisions of this Act, is
amended by inserting after section 4u the following:

“SEC. 4v. EXCLUSION-FOR-ANCHLARY-ACFRAHESDECENTRALIZED FINANCE ACTIVITIES NOT
SUBJECT TO THISACT.
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“(a& In GeneraL.—Notwithstanding any other provision of this Act, a person shall not be subject to this
Act and the regulatlons promulgated under this Act selehy-based on the person agndertakingdirectly or indirectly

of the following activities, whether singly or in combi natlon in rel ation to the operatl on of a bI ockchain system
orin relatlon to decentrallzed finance (as Befin

Innovatlon and Technol ogy for the 21st Centurv Act):

“(1) Compiling network transactions, operating sor participating in a liquidity pool, relaying,
searching, sequencing, validating, or acting in a similar capacity with respect to a-digitalcommedity
transaetiencontract of sale of a digital asset.

“(2) Providing computational work, operating a node, or procuring, offering, or utilizing network
bandwidth, or other similar incidental services with respect to a digital-cemmedity-—transaetioncontract
of sale of a digital asset.

“(3) Providing a userirterfaceuser-interface that enables a user to read, and access data about a blockchain

system, send messages, or otherwise interact with a blockchain system.

“(4) Developing, publishing, congtituting, administering, maintaining, or otherwise distributing a

blockchain system.

“(5) Developing, publishing, constituting, administering, maintaining, or otherwise distributing software

or systems that create or deploy hardware or software, including wallets or other systems, facilitating an

individual user’s own persona ability to keep, safeguard, or custody athe user’s digital commodities or

related private keys.

“ (b) Exceptions—Subsection (a) shall not be interpreted to apply to the anti-fraud, anti-manipulation, or
false reporting enforcement authorities of the Commission.”

SEC. 510. FUNDING FOR IMPLEMENTATION AND ENFORCEMENT.
(a) CoLLEcTION OF FEES—

(1) FiLING FEE.—
(A) IN ceNeraL.—The Commodity Futures Trading Commission (in this section referred to as the
“ Commission”) shall charge and collect a filing fee from each person who files with the Commission
a notice of intent to register as a digital commodity exchange, digital commodity broker, or digital
commodity dealer pursuant to section 106.
(B) Amount.—The amount of the filing fee shall be—
(i) $800,000, in the case of a notice of intent to register as a digital commodity exchange; or
(ii) $400,000, in the case of a notice of intent to register as a digital commodity broker or a
digital commodity dealer.

(C) Timinc.—The Commission shall charge and collect the filing fee when the person files the notice.

(2) ANNUAL FEE.—

(A) IN ceNEraL.—The Commission shall charge and collect an annual fee from each person that
maintains with the Commission a notice referred to in paragraph (1).

(B) AMOUNT.—
(i) In cENERAL.—SUbject to clause (ii), the amount of the annual fee shall be—

(1) $800,000, in the case of a notice of intent to register as a digital commodity exchange;
or
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(11) $400,000, in the case of a notice of intent to register as a digital commodity broker or a
digital commodity dealer.
(ii) AnnuAL LimiT.—The Commission shall increase or decrease the dollar amounts specified in
clause (i) to ensure that the total of the amounts collected under this paragraph for a fiscal year
does not exceed the |esser of—
(1) the total costs of carrying out the functions of the Commission under this Act during the
fiscal year, as estimated by the Commission; or

(11) $40,000,000.

(C) Timine.—The Commission shall charge and collect the annual fee from the person in each fiscal
year that begins after the person files the notice.

(3) TERMINATION FEE.—

(A) In ceNeraL.—The Commission shall charge and collect a termination fee from each person that
maintained with the Commission a notice referred to in paragraph (1).

(B) Amount.—Subject to clause (ii), the amount of the termination fee shall be—
(i) $1,600,000, in the case of a notice of intent to register as a digital commodity exchange; or
(ii) $800,000, in the case of a notice of intent to register as a digital commodity broker or a
digital commodity dealer.
(C) Timinc.—The Commission shall charge and collect the termination fee from the person in the
fiscal year in which a notice to of intent to register is—
(i) terminated by the filer;
(ii) revoked by the Commission for noncompliance; or
(iii) subsumed by registration.
(4) AutHoriTY To AbJust FEes—Notwithstanding the preceding provisions of this subsection, to promote
fair competition or innovation, the Commission, in its sole discretion, may reduce or eliminate any fee
otherwise required to be paid by a small or medium filer under this subsection.
(b) FEE SCHEDULE.—
(1) In ceneraL.—The Commission shall publish in the Federal Register a schedule of the fees to be charged
and collected under this section.
(2) Content.—The fee schedule for a fiscal year shall include a written analysis of the estimate of the
Commission of the total costs of carrying out the functions of the Commission under this Act during the
fiscal year.
(3) Susmisson To Concress—Before publishing the fee schedule for a fiscal year, the Commission shall
submit a copy of the fee schedul e to the Congress.
(4) TiMING.—
(A) 1st riscaL YEAR—The Commission shall publish the fee schedule for the fiscal year in which this
Act is enacted, within 30 days after the date of the enactment of this Act.

(B) SuBseQUENT FiscaL YEARs—The Commission shall publish the fee schedule for each subsequent
fiscal year, not less than 90 days before the due date prescribed by the Commission for payment of the
annual fee for the fiscal year.

(c) LATE PAYMENT PENALTY.—

(1) In cENErAL.—The Commission may impose a penalty against a person that fails to pay an annual fee
charged under this section, within 30 days after the due date prescribed by the Commission for payment of
the fee.

(2) Amount.—The amount of the penalty shall be—
(A) 5 percent of the amount of the fee due; multiplied by
(B) the whole number of consecutive 30-day periods that have elapsed since the due date.
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(d) ReimBURSEMENT oF Excess FEEs—To0 the extent that the total amount of filing fees and annual fees
collected under this section during a fiscal year that begins after the date of the enactment of this Act exceeds
the maximum amount determined under subsection (a)(2)(B)(ii) with respect to the fiscal year, the Commission
shall reimburse the excess amount to the persons who have timely paid their annual fees, on a pro-rata basis
that excludes penalties, and shall do so within 60 days after the end of the fiscal year.

(€) DeposiT oF FEes INTO THE TREASURY.—

(1) FiLing anD annuAL FEes—AIl amounts collected under paragraph (1) or (2) of subsection (a) and not
reimbursed under subsection (d) shall be deposited in an account established in the Treasury solely for the
receipt of the amounts.

(2) TervinaTioN FEES—AIl amounts collected under subsection (a)(3) or (c), and not reimbursed under
subsection (d), shall be deposited in the Treasury as miscellaneous receipts.

(f) Use oF Funps—In addition to amounts otherwise made available to the Commission, the Commission
may use the amounts in the account established under subsection (€)(1) to cover the costs of carrying out the
functions of the Commission under this Act, without further appropriation.

(0) Sunssr.—The authority to charge and collect fees under this section shall expire at the end of the 4th
fiscal year that begins after the date of the enactment of this Act.

SEC. 416:511. EFFECTIVE DATE.

Unless otherwise provided in this title, this title and the amendments made by this title shall take effect
360 days after the date of enactment of this Act, except that, to the extent a provision of this title requires a
rulemaking, the provision shall take effect on the later of—

(1) 360 days after the date of enactment of this Act; or
(2) 60 days after the publication in the Federal Register of the final rule implementing the provision.

TITLE ¥VWI—INNOVATION AND TECHNOLOGY
IMPROVEMENTS

SEC. 601. FINDINGS; SENSE OF CONGRESS.
(8) Finbings.—Congress finds the following:
(1) Entrepreneurs and innovators are building and deploying this next generation of the internet.

(2) Digital asset networks represent a new way for people to join together and cooperate with one another
to undertake certain activities.

(3) Digital assets have the potentia to be the foundational building blocks of these networks, aligning the
economic incentive for individuals to cooperate with one another to achieve a common purpose.

(4) The digital asset ecosystem has the potential to grow our economy and improve everyday lives
of Americans by facilitating collaboration through the use of technology to manage activities, allocate
resources, and facilitate decision making.

(5) Blockchain networks and the digital assets they empower provide creator control, enhance
transparency, reduce transaction costs, and increase efficiency if proper protections are put in place for
investors, consumers, our financial system, and our national security.

(6) Blockchain technology facilitates new types of network participation which businesses in the United
States may utilize in innovative ways.

(7) Other digital asset companies are setting up their operations outside of the United States, where
countries are establishing frameworks to embrace the potential of blockchain technology and digital assets
and provide safeguards for consumers.

(8) Digital assets, despite the purported anonymity, provide law enforcement with an exceptional tracing
tool to identify illicit activity and bring criminals to justice.
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(9) The Financial Services Committee of the House of Representatives has held multiple hearings
highlighting various risks that digital assets can pose to the financial markets, consumers, and investors
that must be addressed as we seek to harness the benefits of these innovations.

(b) Sense oF Concress.—It isthe sense of Congress that—

(1) the United States should seek to prioritize understanding the potential opportunities of the next
generation of the internet;

(2) the United States should seek to foster advances in technology that have robust evidence indicating
they can improve our financial system and create more fair and equitable access to financia services for
everyday Americans while protecting our financial system, investors, and consumers;

(3) the United States must support the responsible development of digital assets and the underlying
technology in the United States or risk the shifting of the development of such assets and technology
outside of the United States, to less regulated countries;

(4) Congress should consult with public and private sector stakeholders to understand how to enact a
functional framework tailored to the specific risks and unique benefits of different digital asset-related
activities, distributed ledger technology, distributed networks, and decentralized systems; and

(5)_Congress should enact a functional framework tailored to the specific risks of different digital
asset-related activities and unique benefits of distributed ledger technology, distributed networks, and
decentralized systems; and

(6) consumers and market participants will benefit from a framework for digital assets consistent with
longstanding investor protections in securities and commaodities markets, yet tailored to the unique benefits
and risks of the digital asset ecosystem.

SEC. 56%:602. CODIFICATION OF THE SEC STRATEGIC HUB FOR INNOVATION AND FINANCIAL
TECHNOLOGY.

Section 4 of the Securities Exchange Act of 1934 (15 U.S.C. 78d) is amended by adding at the end the
following:

“(I) StraTEGIC HUB FOR INNOVATION AND FINANCIAL TECHNOLOGY.—

“(1) Orrice estaBLISHED.—There is established within the Commission the Strategic Hub for Innovation
and Financial Technology (referred to in this section asthe ‘ FinHub').

“(2) Purroses.—The purposes of FinHub are as follows:
“(A) To assist in shaping the approach of the Commission to technological advancements—a-the

finaneia-ndustry.
“(B) To examine financia technology innovations within-eapital-markets,among market participants;
aneHAvesters.

“(C) To coordinate the response of the Commission to emerging technologies in financial, regulatory,
and supervisory systems.

“(3) DirecTor oF FiNHus.—FinHub shall have a Director who shall be appointed by the Commission, from
amonyg individuals having experience in both emerging technologies and Federal securities fawlaws and
serve at the pleasure of the Commission. The Director shall report directly to the Commission and perform
such functions and duties as the Commission may prescribe.

“(4) ResponsiBILITIES—FinHuUb shall—

“(A) foster responsible technological innovation and fair competition within the Commission,
including around financial technology, regulatory technology, and supervisory technology;

“(B) provide internal education and training to the Commission regarding financial technology;
“(C) advise the Commission regarding financial technology that would serve the Commission’s

eversight-functions;
“(D) analyze technological advancements and the impact of regulatory requirements on financial
technology companies;
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“(E) advise the Commission with respect to rulemakings or other agency or staff action regarding
financial technology;

“(F) provide businesses working in emerging financial technology fields with information on the
Commission, its rules and regulations; and

“(G) encourage firms working in emerging technology fields to engage with the Commission and
obtain feedback from the Commission on potentia regulatory issues.

“(5) Access To bocuMENTs.—The Commission shall ensure that FinHub has full access to the documents
and information of the Commission and any self-regulatory organization, as necessary to carry out the
functions of FinHub.

“(6) RerorT TO CONGRESS.—

“(A) IN ceneraL.—Not later than October 31 of each year after 2024, FinHub shall submit to the
Committee on Banking, Housing, and Urban Affairs of the Senate and the Committee on Financial
Services of the House of Representatives a report on the activities of FinHub during the immediately
preceding fiscal year.
“(B) Contents.—Each report required under subparagraph (A) shall include—

“(i) the total number of persons that met with FinHub;

“(ii) the total number of market participants FinHub met with, including the classification of
those participants;

“(iii) asummary of general issues discussed during meetings with persons;

“(iv) information on steps FinHub has taken to improve Commission services, including
responsiveness to the concerns of persons;

“(v) recommendations—

“(I) with respect to the regulations of the Commission and the guidance and orders of the
Commission; and

“(I1) for such legislative actions as the-FinHub determines appropriate; and
“(vi) any other information, as determined appropriate by the Director of FinHub.
“(C) ConFiDENTIALITY.—A report under subparagraph (A) may not contain confidential information.
“(7) SYSTEMS OF RECORDS.—

“(A) IN ceneraL.—The Commission shall establish a detailed system of records (as defined under
section 552a of title 5, United States Code) to assist FinHub in communicating with interested parties.

“(B) EnTITIES COVERED BY THE SysTEM.—Entities covered by the system required under subparagraph
(A) include entities or persons submitting requests or inquiries and other information to Commission
through FinHub.

“(C) SECURITY AND STORAGE OF RECORDS.—FinHub shall store—
“(i) electronic records—
“(I in the system required under subparagraph (A); or
“(I1) on the secure network or other electronic medium, such as encrypted hard drives or
back-up media, of the Commission; and

“(ii) paper records in secure facilities.

“(8) Errective pate.—This subsection shall take effect on the date that is 180 days after the date of the
enactment of this subsection.”

SEC. 562:603. CODIFICATION OF LABCFTC.

(a) IN GeENeraL.—Section 18 of the Commaodity Exchange Act (7 U.S.C. 22) is amended by adding at the
end the following:
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“(c) LABCFTC.—
“(1) EstaBLisHMENT.—There is established in the Commission LabCFTC.
“(2) Purrose.—The purposes of LabCFTC areto—
“(A) promote responsible financial technology innovation and fair competition for the benefit of the
American public;

“(B) serve as an information platform to inform the Commission about new financial technology
innovation; and

“(C) provide outreach to financial technology innovators to discuss their innovations and the
regulatory framework established by this Act and the regulations promulgated thereunder.

“(3) Director.—LabCFTC shall have a Director, who shall be appointed by the Commission and serve at
the pleasure of the Commission. Notwithstanding section 2(a)(6)(A), the Director shall report directly to
the Commission and perform such functions and duties as the Commission may prescribe.

“(4) DuTies.—LabCFTC shall—

“(A) advise the Commission with respect to rulemakings or other agency or staff action regarding
financial technology;

“(B) provide internal education and training to the Commission regarding financial technology;

“(C) advise the Commission regarding financial technology that would bolster the Commission’s
oversight functions,

“(D) engage with academia, students, and professionals on financial technology issues, ideas, and
technology relevant to activities under this Act;

“(E) provide persons working in emerging technology fields with information on the Commission, its
rules and regulations, and the role of aregistered futures association; and

“(F) encourage persons working in emerging technology fields to engage with the Commission and
obtain feedback from the Commission on potentia regulatory issues.

“(5) Access To bocuMENTS.—T he Commission shall ensure that LabCFTC has full access to the documents
and information of the Commission and any self-regulatory organization or registered futures association,
as necessary to carry out the functions of LabCFTC.

“(6) RerorT TO CONGRESS.—

“(A) IN ceneraL.—Not later than October 31 of each year after 2024, LabCFTC shall submit to
the Committee on Agriculture of the House of Representatives and the Committee on Agriculture,
Nutrition, and Forestry of the Senate a report on its activities.

“(B) ConTenTs.—Each report required under paragraph (1) shall include—
“(i) the total number of persons that met with LabCFTC;
“(ii) asummary of general issues discussed during meetings with the person;

“(iii) information on steps LabCFTC has taken to improve Commission services, including
responsiveness to the concerns of persons;

“(iv) recommendations made to the Commission with respect to the regulations, guidance, and
orders of the Commission and such legislative actions as may be appropriate; and

“(v) any other information determined appropriate by the Director of LabCFTC.

“(C) ConriDenTIALITY.—A report under paragraph (A) shall abide by the confidentiality requirements
in section 8.

“(7) SYSTEMS OF RECORDS.—

“(A) IN eNeraL.—The Commission shall establish a detailed system of records (as defined in section
552a of title 5, United States Code) to assist LabCFTC in communicating with interested parties.

“(B) PErsoNs covERED BY THE sYSTEM.— T he persons covered by the system of records shall include
persons submitting requests or inquiries and other information to the Commission through LabCFTC.
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“(C) SECURITY AND STORAGE OF RECORDS.—The system of records shall store records electronically
or on paper in secure facilities, and shall store electronic records on the secure network of the
Commission and on other electronic media, such as encrypted hard drives and back-up media, as
needed.”

(b) ConrFormINg AMENDMENTS.—Section 2(a)(6)(A) of such Act (7 U.S.C. 2(a)(6)(A)) is amended—
(1) by striking “paragraph and in” and inserting “ paragraph,”; and
(2) by inserting “and section 18(c)(3),” before “the executive’.

(c) Errective Date—The Commodity Futures Trading Commission shall implement the amendments
made by this section (including complying with section 18(c)(7) of the Commodity Exchange Act) within 180
days after the date of the enactment of this Act.

SEC. 583:604. CFTC-SEC JOINT ADVISORY COMMITTEE ON DIGITAL ASSETS.

(8) EstaBLisHmenT.—The Commodity Futures Trading Commission and the Securities and Exchange
Commission (in this section referred to as the “Commissions’) shall jointly establish the Joint Advisory
Committee on Digital Assets (in this section referred to as the “ Committeg”).

(b) PurPosE.—
(1) In GENERAL.—The Committee shall—

(A) provide the Commissions with advice on the rules, regulations, and policies of the Commissions
related to digital assets;

(B) further the regulatory harmonization of digital asset policy between the Commissions;
(C) examine and disseminate methods for describing, measuring, and quantifying digital asset—
(i) decentralization;
(ii) functionality;
(i) information asymmetries; and
(iv) transaction and network security;

(D) examine the potentia for digital assets, blockchain systems, and distributed ledger technology
to improve efficiency in the operation of financial market infrastructure and better protect financial
market participants, including services and systems which provide—

(i) improved customer protections;

(ii) public availability of information;

(iii) greater transparency regarding customer funds;
(iv) reduced transaction cost; and

(v) increased access to financial market services; and

(E) discuss the implementation by the Commissions of this Act and the amendments made by this
Act.

(2) Review BY Acencies.—Each Commission shall—
(A) review the findings and recommendations of the Committee;

(B) promptly issue a public statement each time the Committee submits a finding or recommendation
to a Commission—

(i) assessing the finding or recommendation of the Committee;

(i) disclosing the action or decision not to take action made by the Commission in responseto a
finding or recommendation; and

(iii) explaining the reasons for the action or decision not to take action; and
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(C) each time the Committee submits a finding or recommendation to a Commission, provide the
Committee with a formal response to the finding or recommendation not later than 3 months after the
date of the submission of the finding or recommendation.

(¢) MEMBERSHIP AND LEADERSHIP.—
(1) NON-FEDERAL MEMBERS.—

(A) IN GeNeraL.—The Commissions shall appoint at least 20 nongovernmental stakeholders witha

wide-diversity-ef-epinien-and-who represent a broad spectrum of interests—+epresenting-the-digital
asset-eeosystem, equally divided between the Commissions, to serve as members of the Committee.

The appointees shall include—
(i) digital asset issuers;
(ii) persons registered with the Commissions and engaged in digital asset related activities;
(iii) individual s engaged in academic research relating to digital assets; and
(iv) digital asset users.
(B) MemBers Not ComMissioN EMPLoYEES.—Members appointed under subparagraph (A) shall not

be deemed to be employees or agents of a Commission solely by reason of membership on the
Committee.

(2) Co-DESIGNATED FEDERAL OFFICERS.—

(A) Numser; AproINTMENT.—There shall be 2 co-designated Federal officers of the Committee, as
follows:

(i) The Director of LabCFTC of the Commaodity Futures Trading Commission.

(ii) The Director of the Strategic Hub for Innovation and Financial Technology of the Securities
and Exchange Commission.

(B) Duties—The duties required by chapter 10 of title 5, United States Code, to be carried out by a
designated Federa officer with respect to the Committee shall be shared by the co-designated Federal
officers of the Committee.

(3) COMMITTEE LEADERSHIP.—

(A) CowmposiTioN; ELECTION.—The Committee members shall elect, from among the Committee
members—

(i) achair;
(ii) avice chair;
(iii) asecretary; and
(iv) an assistant secretary.
(B) Term oF orrice.—Each member elected under subparagraph (A) in a 2-year period referred to in

section 1013(b)(2) of title 5, United States Code, shall serve in the capacity for which the member
was so elected, until the end of the 2-year period.

(d) No CompeNsATION FOR COMMITTEE MEMBERS.—
(1) Non-FeperaL mEmBERs.—AIl Committee members appointed under subsection (c)(1) shall—
(A) serve without compensation; and

(B) while away from the home or regular place of business of the member in the performance of
services for the Committee, be allowed travel expenses, including per diem in lieu of subsistence, in
the same manner as persons employed intermittently in the Government service are allowed expenses
under section 5703(b) of title 5, United States Code.

(2) NO COMPENSATION FOR CO-DESIGNATED FEDERAL OFFICERS.—T he co-designated Federal officers shall serve
without compensation in addition to that received for their services as officers or employees of the United
States.

(e) Frequency oF MeeTings.—The Committee shall meet—
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(2) not less frequently than twice annually; and
(2) at such other times as either Commission may request.
(f) DuraTion.—Section 1013(a)(2) of title 5, United States Code, shall not apply to the Committee.
(g) Time Limits—The Commissions shall—
(1) adopt ajoint charter for the Committee within 90 days after the date of the enactment of this section;
(2) appoint members to the Committee within 120 days after such date of enactment; and
(3) hold the initial meeting of the Committee within 180 days after such date of enactment.
(h) Funbing.—The Commissions shall jointly fund the Committee.

SEC. 564:605. STUDY ON DECENTRALIZED FINANCE.

(@ In GeneraL.—The Commodity Futures Trading Commission and the Securities and Exchange
Commission shall jointly carry out a study on decentralized finance that analyzes—

(1) the nature, size, role, and use of decentralized finance blockchain protocals;
(2) the operation of blockchain protocols that comprise decentralized finance;
(3) theinteroperability of blockchain protocols and blockchain systems;

(4) the interoperability of blockchain protocols and software-based systems, including websites and
wallets;

(5) the decentralized governance systems through which blockchain protocols may be developed,
published, constituted, administered, maintained, or otherwise distributed, including—

(A) whether the systems enhance or detract from—
(i) the decentralization of the decentralized finance; and
(i) the inherent benefits and risks of the decentralized governance system; and

(B) any preeedures—erprocedures, requirements, or best practices that would mitigate the risks
identified in subparagraph (A)(ii);
(6) the benefits of decentralized finance, including—

(A) operationa resilience and availability of blockchain systems;
(B) interoperability of blockchain-based systems;
(BC) market competition and innovation;
(€D) transaction efficiency;
(BE) transparency and traceability of transactions; and
(EF) disintermediation;
(7) therisks of decentralized finance, including—
(A) pseudonymity of users and transactions;
(B) disintermediation; and
(C) cybersecurity vulnerahilities;

(8) the extent to which decentralized finance has integrated with the traditional financial markets and any
potential risks teor improvements to the stability of the markets;

(9) how the levels of illicit activity in decentralized finance compare with the levels of illicit activity in
traditional financial markets;

(10)_methods for addressing illicit activity in decentralized finance and traditional markets that are
tailored to the unique attributes of each;

(112) how decentralized finance may increase the accessibility of cross-border transactions; and
(3212) the feasibility of embedding self-executing compliance and risk controls into decentralized finance.
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(b)_Consultation.—In carrying out the study required under subsection (a), the Commodity Futures
Trading Commission and the Securities and Exchange Commission shall consult with the Secretary of the
Treasury on the factors described under paragraphs (7) through (10) of subsection (a).

(c) RerorT.—Not later than 1 year after the date of enactment of this Act, the Commodity Futures Trading
Commission and the Securities and Exchange Commission shall jointly submit to the relevant congressional
committees areport that includes the results of the study required by subsection (a).

(ed) GAO Srupby.—The Comptroller General of the United States shall—

(2) carry out a study on decentralized finance that analyzes the information described under paragraphs (1)

through (3£212) of subsection (a); and

(2) not later than 1 year after the date of enactment of this Act, submit to the relevant congressional

committees areport that includes the results of the study required by paragraph (1).

(ele) DeriniTiOoNs.—IN this section:

(1) DECENTRALIZED FINANCE.—
(A) IN eeNErRAL.—The term “decentralized finance” means blockchain protocols that allow users to
engage in financial transactions in a self-directed manner so that a third-party intermediary does
not effectuate the transactions or take custody of digital assets of a user during any part of the
transactions.

(B) RELATIONSHIP TO ANEHEARYEXCLUDED ACTIVITIES—The term “decentralized finance” shall not

be interpreted to limit or exclude any activity from the wmeanthg—of—aneittary—aetivities—as
definredactivities described in section 15H(c) of the Securities Exchange Act of 1934 or section

4v(c) of the Commodity Exchange Act.
(2) RELEVANT CONGRESSIONAL coMMITTEES.— The term “relevant congressional committees” means—

(A) the Committees on Financial Services and Agriculture of the House of Representatives; and

(B) the Committees on Banking, Housing, and Urban Affairs and Agriculture, Nutrition, and Forestry
of the Senate.

SEC. 565:606. STUDY ON NON-FUNGIBLE DIGITAL ASSETS.

(a)_In _General.—The Comptroller General of the United States shall carry out a study of non-fungible
digital assetsthat analyzes—

(1) the nature, size, role, purpose, and use of non-fungible digital assets;

(2) the similarities and differences between non-fungible digital assets and other digital assets, including
digital commodities and payment stablecoins, and how the markets for those digital assets intersect with
each other;

(3) how non-fungible digital assets are minted by issuers and subsequently administered to purchasers;
(4) how non-fungible digital assets are stored after being purchased by a consumer;
(5) theinteroperability of non-fungible digital assets between different blockchain systems;
(6) the scalability of different non-fungible digital asset marketplaces;
(7) the benefits of non-fungible digital assets, including verifiable digital ownership;
(8) the risks of non-fungible tokens, including—
(A) intellectual property rights;
(B) cybersecurity risks; and
(C) market risks;

(9) whether and how non-fungible digital assets have integrated with traditional marketplaces, including
those for music, real estate, gaming, events, and travel;

(10) whether non-fungible tokens can be used to facilitate commerce or other activities through the
representation of documents, identification, contracts, licenses, and other commercial, government, or
personal records,
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(12) any potential risks to traditional markets from such integration; and
(12) the levels and types of illicit activity in non-fungible digital asset markets.

(b) RerorT.—Not later than 1 year after the date of the enactment of this Act, the Seeretary—6f
CemmereeComptroller General, shall make publicly available a report that includes the results of the study
required by subsection (a).

SEC. 566:607. STUDY ON EXPANDING FINANCIAL LITERACY AMONGST DIGITAL ASSET
HOLDERS.

(@ In GeneraL.— The Commodity Futures Trading Commission with the Securities and Exchange
Commission shall jointly conduct a study to identify—

(1) the existing level of financia literacy among retail digital asset holders, including subgroups of
investors identified by the Commaodity Futures Trading Commission with the Securities and Exchange
Commission;

(2) methods to improve the timing, content, and format of financial literacy materials regarding digital
assets provided by the Commodity Futures Trading Commission and the Securities and Exchange
Commission;

(3) methods to improve coordination between the Securities and Exchange Commission and the
Commodity Futures Trading Commission with other agencies, including the Financial Literacy and
Education Commission as well as nonprofit organizations and State and loca jurisdictions, to better
disseminate financial literacy materials;

(4) the efficacy of current financial literacy efforts with a focus on rural communities and communities
with majority minority populations;

(5) the most useful and understandable relevant information that retail digital asset holders need to make
informed financial decisions before engaging with or purchasing a digital asset or service that is typically
sold to retail investors of digital assets;

(6) the most effective public-private partnerships in providing financial literacy regarding digital assets to
Consumers;

(7) the most relevant metrics to measure successful improvement of the financia literacy of an individual
after engaging with financial literacy efforts; and

(8) in consultation with the Financial Literacy and Education Commission, a strategy (including to the
extent practicable, measurable goals and objectives) to increase financial literacy of investors regarding
digital assets.

(b) RerorT.—Not later than 1 year after the date of the enactment of this Act, the Commodity Futures
Trading Commission and the Securities and Exchange Commission shall jointly submit a written report on the
study required by subsection (@) to the Committees on Financial Services and on Agriculture of the House of
Representatives and the Committees on Banking, Housing, and Urban Affairs and on Agriculture, Nutrition,
and Forestry of the Senate.

SEC. 56#608. STUDY ON FINANCIAL MARKET INFRASTRUCTURE IMPROVEMENTS.

(@ In GeneraL.—The Commodity Futures Trading Commission and the Securities and Exchange
Commission shall jointly conduct a study to assess whether additional guidance or rules are necessary to
facilitate the development of tokenized securities and derivatives products, and to the extent such guidance or
rules would foster the development of fair and orderly financial markets, be necessary or appropriate in the
public interest, and be consistent with the protection of investors and customers.

(b) ReporT.—

(1) Time uimit—Not later than 1 year after the date of enactment of this Act, the Commaodity Futures
Trading Commission and the Securities and Exchange Commission shall jointly submit to the relevant
congressional committees a report that includes the results of the study required by subsection (a).
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(2) RELEVANT CONGRESSIONAL COMMITTEES DEFINED.—IN this section, the term “relevant congressional
committees’ means—

(A) the Committees on Financial Services and on Agriculture of the House of Representatives; and

(B) the Committees on Banking, Housing, and Urban Affairs and on Agriculture, Nutrition, and
Forestry of the Senate.
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