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Executive Summary  
 

Although Chairman Brown (D-OH) remained non-committal on the need for crypto 
legislation, he emphatically called for reform to protect consumers and investors.  Sen. Warren 
(D-MA) plans to reintroduce bipartisan legislation extending AML requirements to crypto firms, 
while Sen. Tillis (R-NC) announced that he is working on a bill addressing proof of reserves 
and asset segregation.  Sen. Lummis (R-WY) was not present, but also plans to reintroduce 
her sweeping crypto bill (see FSM Report CRYPTO28) in this Congress following revisions 
that reflect recent developments.  Ranking Member Scott (R-SC) seemed open to at least 
some legislation, but also blasted SEC Chairman Gensler’s enforcement-focused approach.  
Sen. Smith (D-MN) also reiterated concerns she and Sen. Warren share about crypto assets 
in the banking system. 

 

Analysis  
 

Opening Statements  

 
Chairman Brown argued that the crypto industry is designed to skirt regulatory oversight 

and called for clear disclosures, custody restrictions, AML/CFT requirements, and strong 
investor rights.  Ranking Member Scott reiterated GOP arguments that legislation will need to 
balance investor protection and innovation, claimed the SEC failed to take any preemptive 
action to prevent major crypto exchange collapses, and argued that a lack of regulatory 
certainty puts low-income and minority investors at risk.  

 

Testimony 

 

Lee Reiners of Duke University testified that crypto undermines both national and 
economic security and called for Congress to give exclusive regulatory authority to the SEC.  
Linda Jeng of Georgetown University argued that regulation needs to include investor 
protections, AML controls, and consumer digital rights.  Yesha Yadav of Vanderbilt University 
stated that the cost of being late to crypto regulation is growing, recommending that crypto 
exchanges be housed under a self-regulatory regime.  

mailto:info@fedfin.com
http://www.fedfin.com/
https://fedfin.com/wp-content/uploads/2022/06/CRYPTO28.pdf
https://fedfin.com/wp-content/uploads/2022/12/Daily120822.pdf


FedFin Client Report: Crypto Set For Senate AML, Reserve Rewrite                                          2 

 

    
 

Federal Financial Analytics, Inc. 
2101 L Street, NW – Suite 300, Washington, D.C. 20037 

Phone (202) 589-0880   
E-mail: info@fedfin.com   www.fedfin.com 

 
© 2023. Federal Financial Analytics, Inc. All rights reserved. 

 
 

Q&A 
 
• Bank Exposures: Sen. Van Hollen (D-MD) asked if the banking agencies are doing 

enough under current law to prevent risky bank exposures and contagion risk.  Mr. Reiners 
replied that they are not, calling for a horizontal review of all of banking exposures.    

 

• AML/CFT: Sen. Warren argued that crypto’s opacity enables the illicit financing of drug 
traffickers and US adversaries, specifically North Korea, Iran, and Russia, harming our 
foreign policy and national security goals.  She also strongly opposed arguments that the 
crypto industry is too complicated or decentralized to comply with AML/CFT requirements. 

 

• Investor Protection: Chairman Brown and Sens. Smith and Britt (R-AL) asked the 
witnesses how traditional investment safeguards could best be applied to crypto, with the 
Chairman highlighting asset custody and disclosure requirements.  Ms. Jeng and Yadav 
replied that crypto firms should clearly disclose the technology used in their services, while 
Mr. Reiners stated broadly that crypto companies should disclose the risks associated 
with their products.  Citing a bill he is currently working on, Sen. Tillis asked if Congress 
should pass proof of reserves legislation; Mr. Reiners stated that he preferred requiring 
audits. 

 

• SEC: Ranking Member Scott and Sens. Tillis and Hagerty (R-TN) attacked the SEC’s 
enforcement-based approach as inadequate to properly protect consumers, with Ranking 
Member Scott claiming it took no major, preemptive action to prevent recent high-profile 
collapses. He also claimed that regulators conflictingly call for legislation while also 
maintaining that they currently have all the tools necessary to properly regulate, calling for 
Mr. Gensler to appear before the Committee. 

 

• Stablecoins:  Citing his bill in the last Congress requiring stablecoin issuers to publish 
audited reviews of their reserve assets, Sen. Hagerty asked if stablecoins could provide 
the same payments function as a CBDC; Ms. Jeng stated stablecoins could function with 
a CBDC. 

 

• Financial Inclusion:  Noting the large proportion of minority and women investors in 
digital assets, Sen. Britt asked if enacting proper crypto guardrails would bolster financial 
inclusion; Ms. Jeng said that crypto could lower the cost of and increase access to financial 
services. 
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