[Date]

[Client Name]
[Client Address]
[City, State, Zip Code]

Subject: Regulatory Compliance Risk Advisory Regarding Digital Asset Portfolios
Dear [Client Name],

This letter serves as a formal advisory regarding the regulatory landscape and compliance
requirements associated with the management and holding of digital asset portfolios. As the
market for digital assets continues to evolve, regulatory bodies are increasing oversight to ensure
financial stability and investor protection.

Please be advised of the following key risk areas:

o Evolving Regulatory Frameworks: Digital assets are subject to various jurisdictions,
including SEC, CFTC, and FinCEN regulations. Changes in asset classification (e.g.,
security vs. commodity) may impact your portfolio's legal standing.

e Anti-Money Laundering (AML) and Know Your Customer (KYC): Compliance with
AML/KYC protocols is mandatory for the movement of digital assets. Failure to maintain
verifiable records of source of funds can result in account freezes or legal penalties.

o Tax Reporting Obligations: Most jurisdictions treat digital asset transactions as taxable
events. Accurate record-keeping of cost basis, forks, and airdrops is required for
reporting to the relevant tax authorities.

o Custodial and Security Risks: Regulatory standards for digital asset custody are
stringent. Assets held in self-custody or on unregulated exchanges may face higher
scrutiny and lack of traditional insurance protections.

e Operational Compliance: Cross-border transfers of digital assets may trigger reporting
requirements under the "Travel Rule" and other international financial standards.

Due to the complexity and volatility of this sector, we strongly recommend regular audits of your
digital asset holdings to ensure alignment with current laws. Non-compliance may lead to
significant fines, loss of assets, or criminal liability.

This advisory is for informational purposes only and does not constitute legal or financial advice.
We recommend consulting with specialized legal counsel regarding your specific compliance
obligations.

Sincerely,
[Your Name/Signature]

[Your Title]
[Company Name]



