Date: [Insert Date]

To: [Insert Name/Board of Directors/Compliance Committee]
From: [Insert Name/Title]

Subject: Virtual Currency Risk Assessment and Mitigation Report
Dear [Insert Name],

This letter outlines the identified risks associated with our involvement in virtual currency
activities and the corresponding mitigation strategies implemented to ensure regulatory
compliance and financial security.

1. Identified Risks

o Market Volatility: Significant price fluctuations affecting asset valuation and liquidity.

e Regulatory Risk: Changes in local and international laws governing digital assets.

e Cybersecurity Threats: Risks of hacking, phishing, and unauthorized access to digital
wallets.

o AML/CFT Risks: Potential for money laundering and terrorist financing due to the
pseudonymous nature of transactions.

e Operational Risk: Potential for loss due to private key mismanagement or technical
failures.

2. Mitigation Strategies

o Enhanced Due Diligence (EDD): Implementing rigorous Know Your Customer (KYC)
protocols for all participants.

e Secure Storage: Utilizing a combination of cold storage (offline) and multi-signature
wallets to protect assets.

e Transaction Monitoring: Employing blockchain analytics tools to identify and flag
suspicious activity in real-time.

e Regulatory Monitoring: Engaging legal counsel to ensure continuous alignment with
evolving jurisdictional requirements.

o Internal Audits: Conducting periodic security audits and penetration testing on all
digital asset infrastructure.

3. Conclusion
While virtual currency presents unique opportunities, it requires a robust risk management
framework. We remain committed to updating these protocols as the technological and

regulatory landscape evolves.

Sincerely,



[Signature]

[Printed Name]
[Title/Department]



