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Key Takeaways

e The SEC proposed a rule governing
crypto-asset custody by registered
investment advisers and regulated
funds, including registered investment
companies and business development
companies. The proposal would permit
self-custody under specified
circumstances, allow state trust
companies to custody client and fund
crypto assets, and update requirements
concerning financial-statement audits
and broker-dealer custodial services.

e Sen. Steve Daines (R-MT) introduced
the Aligning Digital Assets with
Principles of Taxation (ADAPT) Act,
pairing targeted tax simplification with
restrictions intended to align digital
assets with traditional investments. The
bill would eliminate gain-or-loss
recognition for qualifying regulated
dollar-stablecoin purchases of goods
and services and for eligible crypto-paid
transaction costs totaling $10 or less.

Action Items

e PGPZ may respond to the SEC

rulemaking. Reach out if you have any
comments in support or in opposition of
this proposed rulemaking.

Reach out if you have ideas for
additional guidance for SEC and CFTC
consideration.
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Key Takeaways (continued)

e SEC staff issued and updated FAQs addressing crypto-asset classification and investment
contracts. The guidance explains that maintenance, security improvements, and
development supporting an already functional network need not constitute the essential
managerial efforts relevant to the securities law analysis. Separately, CFTC staff updated
guidance concerning investment of customer funds in tokenized forms of permitted
investments and blockchain-based recordkeeping.

e lllinois officials and industry challengers have agreed to seek postponement of the state’s
digital asset tax from January 1 to July 1, 2027, subject to court approval.

e Rep. Sean Casten (D-IL) has reportedly approached Democratic colleagues about a
potential bid for the top Democratic position on the House Financial Services Committee,
currently held by Rep. Maxine Waters. Rep. Casten has been a vocal critic of digital assets’
illicit-finance risks. His prior proposals include a temporary prohibition on financial
institutions handling mixer-routed funds and the CODE Act, which would explore
integrating AML, sanctions, and customer-identification controls into DeFi systems before
subsequent FINCEN rulemaking.

e New York’s Department of Financial Services and the Wyoming Division of Banking have
announced a memorandum coordinating digital asset licensing, examinations, information
sharing, and enforcement.
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September Monthly Update on PGPZ:

September marked an important step in PGPZ's organizational development and preparation for
sustained advocacy. We formally seated our Board of Directors, advanced operational and
compliance work, and developed policy and educational materials to support engagement on
financial privacy, privacy-preserving technologies, and developer protections.

September’s substantive policy work included:

e CLARITY Act and developer protections: Analyzing how proposed legislation would affect the
Zcash ecosystem, with particular attention to protections for developers of decentralized
technology and subsequent legislative developments.

e Texas electricity policy: Explaining why flexible proof-of-work mining should be distinguished
from other large electricity users, particularly when facilities can reduce demand during periods of
grid stress.

e Weekly policy updates: Continuing to share legislative and regulatory developments and provide

opportunities for questions through our Public Policy and Regulatory Developments Q&A thread.
Why it matters for Zcash:

September’s work strengthened PGPZ'’s capacity to bring informed, technically grounded
perspectives into policymaking. Our governance and operational processes support sustained
advocacy, while the proposed ecosystem input process will help ensure that our positions reflect
practical experience across the community.

The policy analyses and educational materials provide a foundation for explaining lawful uses of
shielded transactions, distinguishing noncustodial software development from financial
intermediation, and addressing the treatment of proof-of-work mining. October’'s meetings and
events will create opportunities to put that work directly before policymakers and their staff.

Action Iltem:

Help shape our advocacy by sharing policy concerns, technical input, and practical examples of how
financial privacy matters to you. Please also invite friends and colleagues to join the PGPZ
Community and Coalition.
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X Post of the Week :

g Jason McGee § @ o

@aquietinvestor

Epoch: Future-Proof
Cryptography for Zcash

O 19 187 2 204 il 35K A&

Shielded Labs is excited to announce Epoch, a new research and
engineering project to future-proof Zcash against emerging threats from
guantum computing, increasingly capable Al, sophisticated hackers,
and adversarial governments.

Cryptocurrency and blockchain technology have entered an uncertain
era. Attackers are gaining powerful new capabilities, while state actors
around the world are applying growing pressure. Together, these forces
are creating new challenges for the cryptographic foundations that
cryptocurrency depends on. The promise of private, permissionless
money is on shaky ground if the underlying technology cannot withstand

the threats of the modern age.

We're launching Epoch to protect Zcash users and the monetary base,
and to bring greater certainty to Zcash's long-term security. Our goal is
to ensure that the financial sovereignty Zcash provides can survive and

flourish in this new era, and for generations to come.

SEC Proposes Crypto Custody Framework for Investment Advisers
and Funds

The Securities and Exchange Commission (SEC) proposed a tailored framework governing crypto-
asset custody by registered investment advisers and regulated funds, including registered
investment companies and business development companies. The proposal would permit self-
custody under specified circumstances, allow state trust companies to custody client and fund
crypto assets, and update requirements concerning financial-statement audits and broker-dealer
custodial services. The initiative addresses a practical obstacle to institutional participation as
custody arrangements designed for traditional securities do not always accommodate digital assets
or the availability of custodial services. Comments will be accepted for 60 days following Federal
Register publication, and the final framework will depend on the Commission’s consideration of
operational risks, investor protections, and public feedback.
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Why it matters for Zcash:

Additional custody options could make it easier for advisers and funds to support ZEC, although
they would not guarantee product approval or institutional adoption. A key policy question is whether
custody safeguards can accommodate shielded assets.

Action Item:

PGPZ may respond to this rulemaking. Reach out if you have any comments in support or in
opposition of this proposed rulemaking.

Relevant Post:

D The Defiant £ S I

@DefiantNews

@ The SEC just proposed the first real crypto custody rulebook for
registered funds and investment advisers

The custody rules funds operate under were written in 1940. They
recognize banks, broker-dealers and futures merchants. They don't
recognize crypto. So advisers holding crypto have been improvising for a
decade.

The proposal changes two things:

1. State trust companies — Coinbase Custody, BitGo Trust, Gemini —
become permitted custodians. The adviser has to confirm the state
banking regulator authorized it for crypto and that it has safeguarding
policies.

2. Advisers can self-custody, but only after determining no permitted
custodian will hold that specific asset. They have to re-check every
quarter.

Atkins says custody support can lag an asset's launch "by many
months.' That gap is why registered funds hold BTC and ETH and almost

nothing else. Remove it and the leng tail cpens up.

It's a proposal, not a rule. 60-day comment period once it hits the
Federal Register. The Commission is currently all-Republican.

Daines Introduces Digital-Asset Tax Bill Combining Payment Relief
With Wash-Sale Restrictions

Sen. Steve Daines (R-MT) introduced the Aligning Digital Assets with Principles of Taxation
(ADAPT) Act, pairing targeted tax simplification with restrictions intended to align digital assets with
traditional investments. The bill would eliminate gain-or-loss recognition for qualifying regulated
dollar-stablecoin purchases of goods and services and for eligible crypto-paid transaction costs
totaling $10 or less. It would also extend wash-sale and constructive-sale rules to covered digital
assets and address lending, investment structures, and other tax questions. Its introduction provides
a Senate counterpart to the digital-asset tax legislation recently advanced by the House Ways and
Means Committee. However, the proposals differ materially, which means negotiators in the House
and Senate must reconcile their scope, effective dates, and treatment of particular transactions.
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Why it matters for Zcash:

Eligible ZEC-denominated transaction fees could benefit from the $10 threshold, but that relief
should not be confused with a general small-payment exemption. Proposed wash-sale restrictions
would also affect covered ZEC investment transactions, subject to the bill's exceptions and transition
provisions.

Action Item:

No action item at this time.
Relevant Post:

P) Crvpto Councilfor Innovation o
e @crypto council

CCl thanks Senator @SteveDaines for introducing the ADAPT Act.

Creating a sensible tax framework for digital assets s a critical step for
our industry and the 67 million Americans using digital assets.

Clear, administrable rules reduce compliance burdens on taxpayers and
provide the certainty critical to ensure innoevation continues to thrive
here in the U.S.

§® Steve Daines & EI @SteveDaines - Sep 30

Digital assets have moved into the mainstream, but the tax code hasn't kept
up. My bill would create clearer rules for stablecoins, network fees, staking
and lending—while extending familiar tax rules like wash sales and
constructive sales to digital assets.

2:20 PM - Sep 30, 2026 - 1,263 Views

SEC and CFTC Continue Administrative Clarification Following the
CLARITY Act Setback

SEC staff issued and updated FAQs addressing crypto-asset classification and investment
contracts. The guidance explains that maintenance, security improvements, and development
supporting an already functional network need not constitute the essential managerial efforts
relevant to the securities law analysis. It also addresses staking receipt tokens, promotional
statements, and buybacks; the September 28 buyback clarification expressly requires a functional
system without a central party. Note that the FAQs represent staff views, have no legal force, and do
not amend existing law. Separately, Commodity Futures Trading Commission (CFTC) staff updated
guidance concerning investment of customer funds in tokenized forms of permitted investments and
blockchain-based recordkeeping. Together, these actions demonstrate continued administrative
work following the Senate’s failed CLARITY Act vote, but do not replace the statutory market-
structure framework Congress has yet to enact.


https://x.com/crypto_council/status/2105364492293111968
https://cointelegraph.com/news/sec-cftc-staff-guidance-crypto-clarity-fail
https://cointelegraph.com/news/sec-cftc-staff-guidance-crypto-clarity-fail
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Public Policy Implications for the Zcash Ecosystem

The SEC's distinction between maintaining a functional network and promising essential managerial
efforts is particularly relevant to Zcash’s developers and supporting organizations. It supports the
argument that continued technical development should not, by itself, determine securities treatment.
Nevertheless, the guidance neither classifies ZEC nor creates a general developer safe harbor. Its
analysis remains separate from money-transmission, sanctions, and anti-money-laundering
requirements. Zcash stakeholders should therefore distinguish useful securities-law clarification from
the broader statutory protections sought for noncustodial software and decentralized infrastructure.

Action Item:

Reach out if you have ideas for additional guidance for SEC and CFTC consideration.
Relevant Post:

5 Jacoh Robinson & &

@ JacobRobinsonlD

Quick walkthrough of today's SEC crypto FAQ:

11 A token can separate from its investment contract without the
network meeting the SEC's definitions of functional or decentralized.
What matters is whether you did what you said you'd do, as you defined
it. (which runs the risk of disincentivizing disclosure, as others like

@lex node suggested)

lllinois Agrees to Seek a Six-Month Delay of Its Digital-Asset Tax

lllinois officials and industry challengers have agreed to seek postponement of the state’s digital
asset tax from January 1 to July 1, 2027, subject to court approval. The 0.2% tax applies to lllinois-
based users and the companies that provide services to them and covers specified digital asset
activities, including transactions from a hosted wallet to a self-custody wallet, when certain
requirements are met. The agreement would allow the parties to focus on the underlying dispute
over the tax’s constitutionality and enforceability rather than immediate implementation. Challengers
also argue that federal law preempts the measure. The proposed delay is procedural relief, not
repeal or a ruling accepting those arguments. If approved, it would reduce near-term compliance
pressure while leaving the tax’s ultimate validity unresolved.

Why it matters for Zcash:

A postponement could provide additional preparation time for covered businesses supporting ZEC
and reduce immediate pressure to change services or pass compliance costs to customers. It would
not resolve the broader concern that taxing transaction activity, rather than realized gains, can
increase the cost of using digital assets. For the Zcash ecosystem, the litigation remains relevant to
the affordability and availability of custodial services and transfers involving self-custody in lllinois.
Stakeholders should not treat the agreement as either a permanent exemption or a final judicial
outcome.
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Action Item:

No action item at this time.

Relevant Post:

The Digital Chamber . (&
@DigitalChamber

Americans shouldn't pay a penalty for choosing a different technology.
So we sued lllinois over its Digital Asset Tax, and it's now delayed until
July 1, 2027, The fight isn't over, but this is an important step toward fair
rules and keeping innovation in America.

Huge thanks to @BellementisPLLC, @ILBlockchainIBA, and TDC's
@BirdnalsLAW for leading the charge.

@ZuneraMazhar

4

WE CHALLENGED THAT APPROACH IN THECQURT,

5:41 PM - Oct 1, 2026 - 1,559 Views

Casten Seeks Support for Potential House Financial Services
Leadership Bid

Rep. Sean Casten (D-IL) has reportedly approached Democratic colleagues about a potential bid for
the top Democratic position on the House Financial Services Committee, currently held by Rep.
Maxine Waters. Rep. Casten has reportedly engaged in preliminary outreach, but has not
announced his candidacy for the role. The outcome would depend on internal Democratic decisions,
while control of the House would determine whether the position carries the authority of Chair or
Ranking member. Rep. Casten has been a vocal critic of digital assets’ illicit-finance risks. His prior
proposals include a temporary prohibition on financial institutions handling mixer-routed funds and
the CODE Act, which would explore integrating AML, sanctions, and customer-identification controls
into DeFi systems before subsequent FinCEN rulemaking. His record suggests that illicit finance
and technology-based compliance would be important priorities if he obtained the position, although
the leadership discussion itself changes no law.


https://x.com/DigitalChamber/status/2105775197412323670
https://www.semafor.com/article/10/01/2026/casten-drums-up-support-for-financial-services-bid
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Why it matters for Zcash:

Rep. Casten’s interest merits attention because his earlier mixer legislation also proposed studying
privacy coins and anonymity-enhancing technologies. A leadership role could give those concerns
greater influence over hearings, oversight, and legislative negotiations. His potential advancement
signals a policy risk to monitor, not a predetermined restriction on Zcash.

Action Item:

No action item at this time.

Relevant Post:

Nicholas Wu e
@nicholaswul2
NEWS - Rep. Sean Casten has been gquietly seeking support from other
Democrats in recent weeks for a bid for the top Democratic position on

the House Financial Services Committee against Rep. Waters, according
to multiple people familiar with the outreach.

More TK in Semafor pm

12:35 PM - Oct 1, 2026 - T1.4K Views

New York and Wyoming Agree to Coordinate Digital-Asset
Supervision

New York’s Department of Financial Services and the Wyoming Division of Banking have

announced a memorandum coordinating digital asset licensing, examinations, information sharing,
and enforcement. Eligible firms operating under one regulator’s oversight for at least three years,
without an enforcement action and with sufficiently similar proposed operations, may receive
expedited consideration in the other state. The agreement sets a six-month decision target
measured from the application or delivery of requested examination information, whichever is later. It
does not establish automatic licensing reciprocity or guarantee approval. Each regulator retains its
existing legal authority, and the memorandum creates no enforceable rights for applicants. Its
practical significance is procedural: reducing duplicated review while improving coordination
between two distinct regulatory systems.

Why it matters for Zcash:

More coordinated supervision could reduce expansion costs for regulated businesses supporting
ZEC, but the agreement does not itself support ZEC listings or shielding. For Zcash stakeholders,
the implementation question is whether coordination reduces repetitive data requests while
preserving proportionate, risk-based treatment of privacy-preserving technology.

Action Item:

No action item at this time.
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Relevant Post:

Senator Cynthia Lummis & f
@SenLummis

Wyoming chartered the nation’s first digital asset banks and built a legal
framewaork that has set the standard for digital asset regulation in the
United States. I'm very pleased the Wyoming Division of Banking has
partnered with the New York Department of Financial Services for
streamlined chartering and joint supervision of entities engaged in digital
asset activities.

dfs.ny.gov
New York State Department of Financial Services and
‘Wyoming Division of Banking Sign MOU to Enable...

T:23PM - Oct1, 2026 - 28.2K Views
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