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Dear Mr. Lawsky and Mr. Syracuse,

The undersigned companies, organizations, and individuals are members of the technology
community and have an interest in researching and promoting decentralized technology, and
investing in and providing services and software products that use or leverage digital currency to
citizens of the state of New York.

We as a community understand the public policy goals behind the New York Department of Financial
Services rulemaking under Title 23, Part 200: Virtual Currencies or “BitLicense.” At the same time, we
seek to promote policies that will enable the tremendous amount of potential that digital currencies
and associated technologies have to offer. For example, if allowed to flourish, this technology can
provide compelling solutions for the 93 million Americans that are un- or underbanked, enable
workers abroad to send remittances home without hefty fees,' eliminate the substantial public policy
challenge of continual data breaches where citizens’ personally identifiable information is
compromised, and bring jobs to the state of New York.?

Developing sound policy that enables innovation can make the difference between a future in which
technology has helped solve these problems, and one in which entrepreneurs are stifled because they
cannot afford the cost of compliance. We seek to strike a balance between these two by proposing a
safe harbor for the BitLicense.

This safe harbor would enable startups, open source projects, and innovators to develop new
technologies and services without having to go through the costly and complicated licensing process,

! “The World Bank calculates the average fee on remittances at 8%, yet charges can be three times as high.”
http://www.theguardian.com/global-development/2014/aug/18/bitcoin-remittances-market-digital-cash.
*http://www.coindesk.com/new-york-bitcoin-job-fair-shows-demand-bitcoin-%20wage-payments/



while compelling good behavior on behalf of these actors that meet public policy goals of consumer
protection, security, and safety. Under a safe harbor, entities should be required to follow best
practices in security,? including the latest advancements in blockchain-based technology to increase
transparency and safety, disclose policies around consumer protection, and comply with relevant AML
laws including, if applicable, registration with the Financial Crimes Enforcement Network (FinCEN).

The safe harbor should cover at a minimum four main areas:

(1) Small startups: Within the first 24 months of launching, startups should be given leeway to grow
without the burden of tens or hundreds of thousands of dollars in compliance fees. The safe harbor
should exempt small startups from licensing requirements, with two years as a starting point to get off
the ground, without having to first seek permission from the Department of Financial Services. It
should also allow for the possibility of renewal after this period.

(2) Microtransactions: Companies and open source projects that enable people to send small
payments—anywhere from fractions of a cent to single digit dollars worth—should be allowed to
innovate in the same way that other industries such as prepaid cards can. Under the safe harbor,
intermediaries should be allowed to process a fixed amount per user per week in transactions without
the requirement of a license.

(3) Security intermediaries: Those that hold keys in order to secure digital currency but do not have the
ability to control (and therefore lose) the funds should not be subject to licensing the way that banks
or custodial firms are. Examples of this technology are multisignature or threshold encryption, but
we’re only at the beginning in terms of what is possible. These innovators enable greater security and
less risk for consumers, and the development of this technology should be encouraged.

(4) Protocols and new currencies: BitLicense currently requires anyone that “control[s], issue[s], or
administer(s] a virtual currency” obtain a license. Requiring innovators to do so would stifle many of
the new developments in the space. From new assets on top of sidechains to tokens for decentralized
file storage systems, creators of new decentralized protocols and technologies should be able to
experiment without asking for explicit permission to do so. The safe harbor should ensure that this
crucial aspect of innovation can continue.

The NYDFS has demonstrated a willingness to partner with the bitcoin and virtual currency community
by making a good-faith effort of publicly engaging the community to collaboratively draft these rules
and regulations that will support commerce and innovation while still providing strong consumer
protections for those residing in New York and beyond. We believe that a safe harbor is a natural
extension of New York’s stated goals, and will enable it to strike that balance.

® One example of such a standard is a new set of proposals developed by industry leaders:
http://blog.cryptoconsortium.org/ccss/



Thank you for your consideration of our request and we would be happy to speak further on these
issues at your convenience.

Sincerely,
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