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On Aug. 16, 2022, the Board of Governors of the Federal Reserve System (“FRB”) issued a letter
(“Letter”)" regarding FRB-supervised banking organizations (“Covered Entities”) engaging in crypto-
asset-related activities (“C-A-R activities”).” While the Letter stated that the crypto-asset sector could
potentially present beneficial opportunities for Covered Entities, the Letter cautioned that C-A-R
activities could also pose risks, specifically concerning consumer protection, safety and soundness, and
financial stability.

The Letter elucidated several requirements — as well as suggestions — applicable to Covered Entities
regarding C-A-R activities, including the following:

e A Covered Entity must ensure — prior to conducting new activities — that such new activities
are legally permissible.

o A Covered Entity seeking to engage in — or currently engaged in — C-A-R activities must analyze
whether such activities would be permissible under relevant state and federal laws. In addition,
the Covered Entity must evaluate whether any filings are required per federal banking laws
(including e.g., the Home Owners’ Loan Act, the Bank Holding Company Act, the Federal Deposit
Insurance Act or the Federal Reserve Act) or corresponding promulgated regulations, as
applicable.

e Prior to engaging in any C-A-R activity, a Covered Entity should notify its lead supervisory point
of contact at the FRB.

e If a Covered Entity is already engaged in C-A-R activities, then that Covered Entity should
promptly notify its lead supervisory point of contact at the FRB, assuming the Covered Entity has
not already done so.

e Covered Entities with questions regarding the permissibility of any C-A-R activities or the
applicability of any filing requirements should consult their lead supervisory point of contact at
the FRB.

e Inall circumstances, prior to engaging in C-A-R activities, a Covered Entity should ensure that it
maintains appropriate risk management, systems and controls to conduct C-A-R activities “in a

! Board of Governors of the Federal Reserve System, Engagement in Crypto-Asset-Related Activities by Federal Reserve-Supervised Banking
Organizations (Aug. 16, 2022), available here.

2 The Letter defines crypto-asset-related activities as including “crypto-asset safekeeping and traditional custody services; ancillary custody
services; facilitation of customer purchases and sales of crypto-assets; loans collateralized by crypto-assets; and issuance and distribution of
stablecoins.” See Letter, supra note 1.


http://www.srz.com
https://www.federalreserve.gov/supervisionreg/srletters/SR2206.htm

safe and sound manner and consistent with applicable laws, including applicable consumer
protection statutes and regulations.”® The Letter further states that such systems should cover
financial risk, legal risk, operational risk (e.g., risks posed by new and evolving technologies,
hacking risks, third-party risks), compliance risk (including e.g., anti-money laundering and
sanctions risks) and “any other risk necessary to ensure the activities are conducted in a manner
that is consistent with safe and sound banking and in compliance with applicable laws, including
applicable consumer protection statutes and regulations.””

e Prior to engaging in C-A-R activity, a Covered Entity which is a state member bank should also
notify its state regulator.

The Letter noted that, given the novel and heightened risks that crypto-assets pose, the FRB will
continue to closely monitor developments in the crypto-asset sector and participation by Covered
Entities in C-A-R activities.

Schulte Roth & Zabel’s lawyers are available to assist you in preparing a public comment or addressing
any questions you may have regarding these developments. Please contact the Schulte Roth & Zabel
lawyer with whom you usually work, or any of the following attorneys:

Donald J. Mosher — New York (+1 212.756.2187, donald.mosher@srz.com)

Kara A. Kuchar — New York (+1 212.756.2734, kara.kuchar@srz.com)

Melissa G.R. Goldstein — Washington, DC (+1 202.729.7471, melissa.goldstein@srz.com)
Adam J. Barazani — New York (+1 212.756.2519, adam.barazani@srz.com)

Jessica Romano — New York (+1 212.756.2205, jessica.romano@srz.com)

Jessica Sklute — New York (+1 212.756.2180, jessica.sklute@srz.com)

Hadas A. Jacobi — New York (+1 212.756.2055, hadas.jacobi@srz.com)

Steven T. Cummings — New York (+1 212.756.2251, steven.cummings@srz.com)
Rebecca A. Raskind — New York (+1 212.756.2396, rebecca.raskind@srz.com)

Jesse Weissman — New York (+1 212.756.2460, jesse.weissman@srz.com)

Schulte Roth & Zabel
New York | Washington DC | London
WWW.Srz.com

This communication is issued by Schulte Roth & Zabel LLP for informational purposes only and does not constitute legal advice or establish an
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All rights reserved. SCHULTE ROTH & ZABEL is the registered trademark of Schulte Roth & Zabel LLP.

3 Seeid.

4 See id.

| 2


https://www.srz.com/lawyers/donald-j-mosher.html
mailto:donald.mosher@srz.com
https://www.srz.com/lawyers/kara-a-kuchar.html
mailto:kara.kuchar@srz.com
https://www.srz.com/lawyers/melissa-g-r-goldstein.html
mailto:melissa.goldstein@srz.com
https://www.srz.com/lawyers/adam-j-barazani.html
mailto:adam.barazani@srz.com
https://www.srz.com/lawyers/jessica-romano.html
mailto:jessica.romano@srz.com
https://www.srz.com/lawyers/jessica-sklute.html
mailto:jessica.sklute@srz.com
https://www.srz.com/lawyers/hadas-a-jacobi.html
mailto:hadas.jacobi@srz.com
https://www.srz.com/lawyers/steven-t-cummings.html
mailto:steven.cummings@srz.com
https://www.srz.com/lawyers/rebecca-a-raskind.html
mailto:Rebecca.Raskind@srz.com
https://www.srz.com/lawyers/jesse-weissman.html
mailto:jesse.weissman@srz.com

