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Key Takeaways Action Items
e The Senate voted 49-50 against e PGPZ plans to support the Digital Asset
advancing the Digital Asset Market Tax Certainty Act and its outcome from
Clarity (CLARITY) Act, short of the 60 the markup. Let us know how this
votes required to proceed with debate. legislation would impact you and
In the interim, policy development has whether you'd like to see any changes
already shifted toward the SEC and reflected in the bill.

CFTC, however, their regulatory fixes
cannot provide the same statutory
durability or resolve all jurisdictional
questions.

e The House Ways and Means Committee
voted 38-5 to advance H.R. 10357, the
Digital Asset Tax Certainty Act. The bill
would clarify the tax treatment of digital
asset transaction fees, accounting,
stablecoins, lending, wash sales, mining,
staking, and broker reporting. Its de
minimis provision is narrower than a
general exemption for small purchases.

e The CFTC'’s Market Participants Division
issued Staff Letter No. 26-25, extending
to similarly situated passive software
providers the no-action position it
previously granted to Phantom
Technologies.
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X Post of the Week:

Pretty Good Policy for Zcash & o
@pgpzcash

Deflated over the removal of
Section 1960 from the CLARITY
Act? Us too. But there's a silver
lining.

o n7 Q13 ihi 4.2k [ o

Important: this post discusses legal topics, but nothing discussed below

should be construed as legal advice.

Many in the blockchain and digital asset industry awoke to
disappointing news Monday morning. The latest Senate CLARITY Act
text released by Senate Republicans removes the bill’s most direct
protection against federal criminal liability for operating an unlicensed
money transmitting business under 18 U.S.C. § 1960. However, the bill
still preserves some meaningful protections for noncustodial blockchain

developers, including Zcash developers.

CLARITY Act Fails Senate Procedural Vote After Last-Minute
Negotiations

The Senate voted 49-50 against advancing the Digital Asset Market Clarity (CLARITY) Act, short of
the 60 votes required to proceed with debate. The vote followed months of negotiations and a_last-
minute Democratic counteroffer, but the parties remained divided principally over ethics restrictions
for senior federal officials with digital asset interests. Additional opposition concerned stablecoin
rewards, state enforcement authority, and the Commaodity Future Trading Commission’s (CFTC)
treatment of prediction markets. The bill also lost several Republican votes and did not secure a
simple majority, making successful reconsideration during the limited post-election session unlikely.
A renewed effort remains possible, but enactment before the end of the 119th Congress, which
follows a two-year cycle, would require a substantial political reversal; otherwise, market-structure
legislation will need to be reintroduced in the next Congress. In the interim, policy development has
already shifted toward the SEC and CFTC, however, their regulatory fixes cannot provide the same
statutory durability or resolve all jurisdictional questions.

Why it matters for Zcash:

The vote leaves Zcash without the CLARITY Act's proposed statutory framework for classifying
digital assets, allocating spot market authority, and protecting certain noncustodial software activity.
The most recent draft would have provided civil regulatory protections for qualifying blockchain
developers and service providers, but it did not include the earlier proposed clarification of criminal
liability under 18 U.S.C. 8§ 1960. It therefore would not have fully resolved the legal risk facing
developers of privacy-preserving, noncustodial software. The vote’s failure means that even its
narrower civil protections did not take effect. Agency action may improve conditions for particular
products or intermediaries, but it cannot supply a comprehensive or durable developer safe harbor.
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Action Item:

No action item.

Relevant Post:

@ Mike Novogratz & B f v

@novogratz

Govt feels broken. 18 months of work between our industry, dems and
republicans and Clarity falls apart on the 5 yard line. All the issues got
to a hard fought compromise other than one. On Ethics both sides dug
in and decided their stance was more important than the long run good
of a major industry and our countries chance to lead it. Republicans
were afraid of putting real limits on a President’s ability to profit from
digital assets. Dems decided that this one industry is where they would
fight a corruption battle. They were scared to be seen doing anything
that could be perceived as being soft on the President.

There had been a bi-partisan proposal that would have worked but it got
hi-jacked in the politics of it all.

House Committee Advances the Digital Asset Tax Certainty Act

The_House Ways and Means Committee voted 38-5 to advance H.R. 10357, the Digital Asset Tax
Certainty Act, demonstrating substantial bipartisan support despite the CLARITY Act’s failure. The
bill would clarify the tax treatment of digital asset transaction fees, accounting, stablecoins, lending,
wash sales, mining, staking, and broker reporting. Its de minimis provision is narrower than a
general exemption for small purchases. The_Joint Committee on Taxation’s description states that it
would generally prevent recognition of gain or loss when digital assets are disposed of to pay
qualifying network or transaction fees of no more than $10, beginning after 2027. The measure
would also extend certain tax rules applicable to traditional financial assets and clarify the source
and ordinary-income character of mining and staking income. Committee approval materially
improves the bill's position, but it must still pass the House and Senate during a short remaining
legislative calendar. Enactment this year is therefore uncertain, although the bipartisan vote may
give the proposal a stronger basis for renewed consideration if it does not advance before Congress
adjourns.

Why it matters for Zcash:

If enacted, the fee provision could reduce tax-recordkeeping burdens when ZEC is used to pay
qualifying network or transaction fees, but it would not create a general tax exemption for purchases
made with ZEC. Zcash miners would be directly affected by the proposed sourcing and ordinary-
income rules for validation activity, while ZEC traders could face expanded wash-sale and
constructive-sale requirements.

Action ltem:

PGPZ plans to support this legislation and its outcome from the markup. Let us know how this
legislation would impact you and whether you'd like to see any changes reflected in the bill.
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Relevant Post:

a Rep. Jason Smith & H (3 e

@ReplasonSmith

Today, | was proud to pass the Digital Asset Tax Certainty Act out of the
Ways and Means Committee, providing the first ever tax framework for
digital assets.

Providing greater certainty in our tax code for the treatment of digital
assets is critical to ensuring the United States is the crypto capital of the

world, and | appreciate that his was a strong, bipartisan effort that has
tremendous economic and innovative potential for our nation.

CETC Staff Extends Conditional No-Action Relief to Passive Software
Providers

The CFTC'’s Market Participants Division issued_Staff Letter No. 26-25, extending to similarly
situated passive software providers the no-action position it previously granted to Phantom
Technologies. Until CFTC rulemaking or guidance becomes effective, division staff will not
recommend enforcement for failure to register as an introducing broker, or for relevant personnel to
register as associated persons, solely because a qualifying provider supplies or markets software
through which users access CFTC-regulated derivatives offered by registered entities. The relief can
apply to standalone interfaces or software embedded in self-custodial wallets, and providers may
receive transaction-based compensation. However, the staff letter is narrowly conditioned, stating
that the provider must remain passive, may not custody assets, generate trading signals, or exercise
order-routing or execution discretion, and must satisfy disclosure, marketing, recordkeeping, notice,
and other requirements. The provider and participating registrant must also accept joint and several
liability for violations connected to the covered activity. Note that the letter is a staff enforcement
position rather than a Commission rule, which means it is fact-dependent, temporary, and subject to
modification or withdrawal rather than a durable regulation.

Why it matters for Zcash:

The letter provides a useful regulatory distinction between passive software and financial
intermediation. A qualifying Zcash wallet could potentially embed access to derivatives offered by
registered CFTC entities without the wallet provider becoming an introducing broker solely for that
activity, even if the interface is marketed or generates transaction-based fees. The relief does not
cover ordinary ZEC transfers, spot-market activity, custody, investment advice, discretionary routing,
money-transmission obligations, anti-money-laundering requirements, or criminal liability, and it
should not be understood as a general safe harbor for wallet or protocol developers. Its operational
conditions, particularly the required undertaking of joint and several liability, may also limit practical
reliance. Still, the approach offers a potentially constructive model for future rules that assess
software providers according to custody, control, and transaction-specific conduct rather than
treating publication of noncustodial software as regulated intermediation.

Action Item:

No action item.
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Relevant Post:

@BlockchainAssn

E Blockchain Association o

The following statement is attributed to Blockchain Association CEO
@SummerhMersinger following the no-action position to providers of
passive software issued today by the @CFTC:

TC's Market
a

-~ Blockchaln Association CEO Summer Mersinger

¥ CFTC &3 @CFTC - Sep 17

JBCFTC Staff Issues No-Action Position to Providers of Passive Software:
cfte.gov/PressRoom/Pres...

12:56 PM - Sep 17, 2026 - 2,137 Views
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