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April 20, 2021 

 

Secretariat 

Financial Action Task Force 

FATF.Publicconsultation@fatf-gafi.org 

 

 

RE: Centre Consortium’s Comments on the FATF’s Draft Guidance on a Risk-Based Approach to 

Virtual Assets and Virtual Assets Services Providers 

 

To Whom It May Concern: 

 

Centre Consortium, LLC (“Centre”) welcomes the opportunity to offer comments to the Financial Action 

Task Force (the “FATF”) regarding the draft guidance on a Risk-Based Approach to Virtual Assets and 

Virtual Asset Service Providers (the “Draft Guidance”).1 

I. Introduction 

Centre was co-founded in 2018 by digital currency industry pioneers Circle Internet Financial Limited 

(“Circle”) and Coinbase Global, Inc. Our mission is to connect every person, merchant, financial service, 

and currency in the world through the power of digital currency and open, public blockchain networks. 

As the governance body of USD Coin (“USDC”), a US dollar stablecoin issued by Circle, we provide the 

standards for technology, policy, compliance, and reserves for USDC. As of April 20, 2021, there was 

approximately $13.3 billion of USDC outstanding. USDC is supported on leading blockchains including 

Ethereum, Algorand, Stellar, and Solana. 

Centre is strongly committed to preventing and deterring money laundering, terrorist financing, and 

other forms of illicit finance. Moreover, we support the efforts of the FATF to modernize and adapt anti-

money laundering (“AML”) laws to prevent and deter money laundering and other forms of illicit 

finance, and to counter the financing of terrorism (“CFT”), in the context of crypto asset activities. We 

recognize that the technological advancements that enable people and industries to engage in 

borderless commerce have also introduced new challenges. 

                                                             
1 Financial Action Task Force, Public Consultation on FATF Draft Guidance on a Risk-Based Approach to Virtual Assets 

and Virtual Asset Service Providers (March 19, 2021), http://www.fatf-

gafi.org/publications/fatfrecommendations/documents/public -consultation-guidance-vasp.html.  
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Centre fully supports the implementation of effective regulatory regimes to mitigate the risks presented 

by emerging technologies, and we commend the FATF’s efforts to provide further interpretive guidance. 

However, we believe that the Draft Guidance should be clarified so that it better balances the need to 

create an effective regulatory framework without stifling innovation and financial inclusion in this 

increasingly important area.  

In this letter, we focus on the points most relevant to stablecoin arrangements and the approach taken 

in the Draft Guidance to those arrangements, particularly Question 4—Does the revised Draft Guidance 

provide clear instruction on how the FATF Standards apply to so-called stablecoins and related entities—

and paragraphs 72-73.  

II. The Draft Guidance inappropriately treats governance bodies of stablecoins as VASPs.  
 

The broad interpretation of the definition of “VASP” in the Draft Guidance inappropriately sweeps in 

governance bodies of stablecoins,2 stating “Where such a central body exists, they will, in general, be 

covered by the FATF Standards . . . and can be held accountable for AML/CFT controls across the 

arrangement and taking steps to mitigate [money laundering and terrorist financing] risks.”3 The Draft 

Guidance states that governance bodies with decision-making authority and control over “structures 

that affect the inherent value of” the stablecoin, such as the ability to change reserve requirements and 

monetary supply for the stablecoin, are most likely to be considered VASPs under the Draft Guidance. 4 

In addition, the Draft Guidance states that another indicator for determining whether a governance 

body or other participant in a stablecoin arrangement is a VASP is whether the entity “is the party that 

profits from the use of a [virtual asset].” 
 

We recognize the importance of consistent and robust requirements to address financial crimes 

compliance in the crypto-asset area. However, as a general principle, and consistent with the long-

standing approach of the FATF and AML/CFT regulators around the world, financial crimes compliance 

obligations should be imposed on entities that provide regulated services to customers—as 

contemplated by the proposed definition of VASP in the Draft Guidance. Without commenting on the 

specific language or scope of the proposed definition, we note that the definition appropriately focuses 

on persons that, as a business, engage in certain services involving virtual assets (“VA”) for others, and 

that even in an expansive reading it does not extend beyond persons that provide a service involving 

control over, transfer, or creation of VAs.        
 

Governance bodies typically do not provide such services. For example, Centre is simply a standard-

setter for USDC, specifically providing governance, technology, policy, compliance, and reserve 

standards for USDC. While Centre does have authority over the rules governing others’ participation in 

                                                             
2 The Draft Guidance states that the governance bodies of stablecoins are covered under limb (v) of the VASP 

definition. Draft Guidance at ¶ 73. VASP is defined as follows: “A virtual asset service provider” is any natural or legal p erson 

who is not covered elsewhere under the Recommendations and as a business conducts one or more of the following activities 

or operations for or on behalf of another natural or legal person: . . . (v) Participation in and provision of financial serv ices 
related to an issuer’s offer and/or sale of a virtual asset.” Draft Guidance, FATF Glossary.  

3 Draft Guidance at ¶ 73. 
4 Id. 
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certain aspects of the stablecoin arrangement, we do not engage in or have relationships with 

customers to which we provide services within the meaning of the proposed definition of “VASP.” 

Indeed, in most cases, we do not have access to the necessary information or legal authority to take the 

requisite action against end-users or others providing services involving the stablecoin to enforce AML 

and CFT requirements. 
 

The Draft Guidance’s approach in extending the definition of “VASP” by interpretation to functions that 

do not involve the services listed in the definition of VASP inappropriately captures entities that, while 

potentially playing an important role overall, should not be treated as VASPs. Instead, the Draft 

Guidance should limit the VASP definition to persons and entities that provide the services specifically 

contemplated in the VASP definition, i.e., those that interact and have relationships with customers. It is 

these entities that are best placed to address AML and CFT risks associated with their activities and 

those of their customers—not a stablecoin arrangement’s governance body that does not engage in 

customer business. Moreover, the FATF should not look to “the party that profits from the use of a VA,” 

as this factor is not relevant to which entity or entities is best placed to address AML and CFT risks. 

Many parties may profit from third parties’ use of a VA; identifying a party as a VASP should be focused 

on those that provide specified types of services for compensation. The FATF should, in its Draft 

Guidance, clarify that mere stablecoin governance activities, although important to the operations of 

the overall arrangement, do not amount to VASP activities and therefore should not trigger regulation 

as such.  

III. The Draft Guidance does not fully consider the costs resulting from the inappropriate application 

of VASP requirements to entities not well-positioned to apply them. 
 

The Draft Guidance does not clearly describe which standards would apply to the different types of 

market participants involved in a stablecoin arrangement. The Draft Guidance therefore does not 

appropriately consider the costs that would result from the imposition of VASP obligations on entities 

that are not well-placed to apply them. As noted above, entities such as Centre, in some cases, do not 

have the necessary information about or legal authority to take action against end-users to enforce 

VASP AML and CFT requirements.  
 

As recognized by the Draft Guidance, a range of entities can be involved in a stablecoin arrangement. 

For example, central developers are the technical architects of a stablecoin’s technology and perform 

important, ongoing network maintenance functions. Further, a stablecoin’s governance body may 

establish the rules governing the stablecoin arrangement and may also carry out basic functions such as 

promoting adherence to common rules across the arrangement. Central developers and governance 

bodies have defined roles within a stablecoin arrangement, and such roles may be delineated in terms 

of legal authority or technical capacity. In many cases, and contrary to the example provided in Box 4, 5 a 

central developer or governance body will have no control over the essential elements of the stablecoin 

arrangement, such as the underlying blockchain technology or related VA activities on secondary 

                                                             
5 The stablecoin arrangement described in Box 4, though reflecting a specific stablecoin proposal, is not in line with 

market practice for the most widely used stablecoins, and we recommend removing it to avoid confusion.  
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markets. A central developer or governance body may also possess the technical capabilities to perform 

functions that far exceed their defined function and legal authority to act.  
 

The principles and requirements of the Draft Guidance should not be imposed on an entity simply 

because of the range of possible activities an entity may be able to perform. Entities such as Centre 

should not be required to comply with certain obligations simply because they may have the 

technological capabilities to carry on certain activities—capabilities should not necessarily trigger 

responsibilities. For example, Centre may have the technical capability to block a USDC address from 

sending and receiving USDC. However, because Centre is not itself conducting transactions in USDC and 

does not have customers or counterparties to which it is providing USDC services—and therefore does 

not have particular information about USDC transactions or participants in those transactions—Centre 

has no basis on which to apply AML or CFT restrictions to USDC transactions among third-parties.  

Absent governmental action like the inclusion of an address holding USDC on a restricted list or a court 

order requiring blocking of an address, Centre should have no such obligation—even though it may be 

technologically able to do so. 
 

Stablecoin arrangements play an increasingly important role in supporting and spurring innovation in 

open payments. By facilitating competition among a wide range of service providers, stablecoins like 

USDC lower costs for innovative payment services and, in turn, form the basis for increasing financial 

inclusion and availability of payments and other financial services.  Open payments standards also 

promote transparency and the interoperability of AML and CFT compliance tools, leading to a more 

robust system for detecting and preventing financial crimes, and limiting the impact of any single point 

of failure. Imposing VASP requirements on a stablecoin governance body that is not engaged in 

customer services involving VA would be inconsistent with the FATF’s technology-neutral approach and 

harmful to financial inclusion, innovation, and the FATF’s own AML and CFT goals. Placing VASP 

requirements on stablecoin governance bodies would, in effect, require that stablecoin arrangements 

be closed systems that may be more prone to monopolistic control and systemic failures. At the same 

time, the Draft Guidance does not show why imposition of VASP requirements on stablecoin governance 

bodies is more effective in fighting financial crimes than the long-standing approach of imposing these 

obligations on persons and entities that provide customer services involving VAs.  
 

Consistent with the long-standing principles observed by the FATF and AML/CFT regulators around the 

world, regulations generally apply to entities that directly provide customers services—whether through 

issuing VAs to customers, holding VAs on their customers’ behalf, and accepting and transferring VAs for 

their customers to other customers or entities. The Draft Guidance standards should apply no differently 

to stablecoin arrangements and their associated governance bodies.  
 

The responsibilities of the entities that participate in a stablecoin arrangement should be commensurate 

with their role in the arrangement. Thus, a standard-setting body like Centre, which itself does not 

transact or provide services to VA customers, should not be expected to monitor transactions of 

unidentifiable third-parties. The Draft Guidance should make this clear. 
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IV. Conclusion 
 

We appreciate the opportunity to provide comments on this important Draft Guidance, and would be 

pleased to provide further information upon request. 
 
 

Very truly yours, 
 

 
David Puth 

Chief Executive Officer 

Centre Consortium, LLC 

 


