IEVERNMENT REGLILATIO B LEGISLATIIN

wo years have passed since the

price of Bitcoin suddenly jumped

to 20,000 and three months later
feell to only 6,000, Since that time, public
inter=st in Bitcoin (the concept) and
blockchain technology generally has
been nearly as volatile as the cryptocur-
rency market. Although it may seem like
a bear market on cryptocurrency
exchanges, the industry is booming for
developers and lawmakers.

What is Blockchain?

A blockchain is a digital database — a
kind of public ledger — used to store,
track, and process information. This
public ledger accounts lor every transac-
tion that occurs on the blockchain, and
the infoermation is decentralized and dis-
tributed across a network ot computers.
Because the ledger exists on a nebwork
rather than on a single computer, there is
no central point of vulnerability for the
data. Recordkeeping, transparency, and
decentralization are what make block-
chain so attractive.

Blockchain technology is being used
and developed for a wide range of ap-
plications, from gaming and sports bet-
ting to healtheare and identity manage-
ment. For manufacturers, the lechnalogy
will became increasingly wital to sup-
ply-chain management, commercial con-
tracts, financial transactions, data shar-
ing, and product tracking.

Mol surprisingly, while companies and
developers are rapidly exploring this
noew technology, the federal government
has heen slow to consider any type af
regulatory scheme.

Facebook and

Congress Face Off

Without regulatory certainty, Congress
appears to be threatened by high-profile
blockchain projects. One recent example
is & crvplocurrency project called “Li-
bra.” In Octaber 201149, Mark Zuckerberg
appeared before Congress and explained
that Libra hegan as Facebook's crvpta-
currency initiative in June of 2019, Li-
bra is no longer just Facebook’'s project,
as Lhe freestanding Libra Association,

headquartered in Geneva, Switzerland,
now leads the venture, Tts purpose is ke
govern a blockchain network (called Li-
bra) and its reserve. This reserve, backed
by aclual governmenl-issued currencies,
is intended to allow Libra to function as
a “stablecoin®™ or meserve-backed cryp
tpcurrency designed o minimize price
volatility.

Memboers of Congress found some of
Zuckerberg's testimony troubling. House
members expressed concerns about Face-
book®s control over the rest of the Libea
Association. Althaugh the Libra Associ-
atien currently includes 21 member or-
ganizations, the reprosentatives raised
guestions concerning  Facebook’s  im-
mense plobal power and past privacy is-
sies, They also wanted to know why the
Libra Association was t:lrl._:anized outside
the Urnited States,

Fuckerherg’s  six-hour  teatimony
vielded several key takeaways. First,
Zuckerberg was adamant that Facebhook
and the Libra Association are separale,
Second, he stressed that Facebook will
sever its ties with the Libra Association
if Libra faila to comply with LS. law.
Third, he tasked Congress with taking
action in a imely manner to prevent the
United States from falling behind the rest
of the world in the cryptocurrency space,
The longer we wait for Congress Lo act,
Zuckerberg predicted, the more likely
the world and this technology will forge
ahead without the 11.5.

Laws Try to Catch Up
with Technology

Zuckerberg’s message appears to have
been received by some members of Con-
gress. A bipartisan bill was introduced in
the House on November 21 called “Man-
aged Stableceins Are Securities Act of
2019." This new bill provides regulatory
clarity for stablecoins by defining them
ag securities

Meanwhile, federal agencies are devel-
oping their own blockchain regulations,
Lo far, cryptocurrency regulations are
the low-hanging fruit, but even this term
has been defined differently by different
agencies. For example, the Commaodity
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Futures Trading Commission treats dig-
ital aszsets as commodities. The Securi-
ties and ]-Zxrhangp Commission  treats
them as securities, The Financial Crimes
Enforcement Metwork Leeals accepting
and transmitting digital assets as invok-
ing momey transmitter laws under the
Rank .‘im'l'\.m'y Act, Eventually, Congress
will be pressured to take a more active
rile in developing a cohesive regulatory
acheme.

In this environment, many state gov-
ernments have taken aggressive legis-
lative standa. Some have explored reg-
ulating net just crvptocurrencies, but
alaa other aspects of Blockehain tech-
nology. As early as 2015, several states
introduced blockchain- and cryvptocur-
rency-related bhills and resolutions, As
of 2014, 36 have passed laws relating to
blockehain technology.

Many of the early stale hlockchain
laws codibied definibions for terms such
a5 blockchain, node, network, smart
contract, and cryptocurrency. Some lat-
er categorized these defined terms as
securities or taxable transactions, States
have begun enacling laws that govern
money transmitter transactions, use of
blockchain  far maintaining  business
and public records, and admissibility
of blockchain records as evidence, Mow,
aeveral alates are competing for the ti-
tle of most blockchain-friendly state.
The frontrunners appear to be Califor-
nia, New York, Wyoming, and Arizona.
{Wyoming, home to fewer than 600,000
people, has enacted 13 different Block-
chain-related laws,) These states under-
stand that blockchain technology goes
beyvond ¢ryplocurcency, and they seek to
provide a clear regulatory fra mewark for
companies that incorporate blockchain
aalulions,

While Congress holds hearings and
conducts studies, the world of block-
chain and Cry plocurrency shows no sigms
of slowing. In 2020, look tor Congress to
grapple with balancing its interests in
economic power and making the United
States a global leader in innovation. 4
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