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Digital banking is here and it is growing fast
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In the middle of the digital rush, payment processors, neo-
banks, and commerce platform are becoming
marketplaces where users can buy a wide range of
financial products made in-house or by third parties.
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Established brands are leading the way

3 cashipp

Cash app “ticodn active”™
users generated more than
2-3x Cash App $30 annual-
Ized revenue per user in Dec

VISA

Visa CED Alfred Kelly
said he views digital
currancy backed by fiat
as an emerging
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Cash app generated S875
myillicn of bitcoin revenus and
£17 million of bitcoin gross
prodit during the sesond
quarter of 2020, up $00%
and T11% Y'Y, respectively
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Goldman Sachs appoinis a
nerw global head of digital
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Cryplo exchange, Kraken,
launches & crypio ank in
‘Wyoming as a Special Pur-
pose Depository institution
(5P
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baélities in app and onsite,
powered by Panos. Venmo

2020 HAS BEEN A BANNER YEAR FOR FINANCIAL SERVICE DEVELOPMENT IN CRYPTO AND DIGITAL ASSETS
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Flgura announced that it had
applied for a national bank
charter from the OCC

BEVA

Spanizh banking giant BEVA is said to
be launching crypio treding and cus-
tody sarvices
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Fidality's bitcoln custody
business has been ‘incredi-
bly successiul,” says CEQ
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Choe's data deal lays the foundation
far a wide range of new cryplo marked
praducts and potential for new indices
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a CBDC use case
PHC and US Bank responds. o

OCC letter, want further clarity
on erypio custody and servicing

Standard Chartered teams up with
Harthern Trust 1o launch erypto
custody business 'Lodia'

Square forms a consortium
o widen access o cryplo
technology by creating &
apan-seurce patent library

Singapore's largesi bank, DES, announces It is
taunching a cryplo exchange, The bank is also
deploying an instiutional custody solution
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COVID-19 is accelerating digital banking

Banks accelerate new branch strategies in increasingly digital post-COVID world
Source: S&P Global Market Intelligence 7/15/20

M&T BANK

Digital banking enrollment up 40% from 60 days priorto *
pandemic.

F.N.B. CORP.

40% increase in mobile deposits in last two weeks
of March compared to year-ago period.

SOUTH STATE CORP.

65% increase in mobile deposits, 90% more digital
deposits during March 2020 than March 2019.

CITIZENS FINANCIAL GROUP INC.

Logins to digital and mobile platforms since mid-Marchup *
25% compared to last year, while branch transactions are
down 20% for the same period.
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A look at stablecoins

Growth of USD stablecoins
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A look at stablecoins (cont.)

Growth of USD stablecoins
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The OCC empowers U.S. financial institutions

THE WALL STREET JOURNAL. On July 22, 2020, the OCC published an interpretive
g S EERE U T wme e letter authorizing national banks and federal savings
associations regulated by the agency to custody digital assets.

This Regulator Wants to Help Banks Embrace Cryplocurrency

On January 4, 2021 the OCC published another interpretive letter
authorizing national banks and federal savings associations
regulated by the agency to use public blockchains and dollar-
backed stablecoin as settlement infrastructure.
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Silvergate Takes $5806 Million
G RY (e ase SA DS VS IREE U.S. regulator says banks can use

stablecoins, connect to blockchains
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Crypto prices fall back to earth after inltlal pop

The OCC’s Notice On Crypto Is A
Really Big Deal
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Regulation is aiding adoption

KEY REGULATORY DEVELOPMENTS OF 2020

FINCEM releases new
requirements for crypto
Bitcoin ETF gets shut down.

Hester Plerce files dissent to
SEC rejection of bitcoin ETF.
Jay Clayton steps down,
paves way for new head

Hester Pierce proposes
3-year safe harbor period
for crypio startups

FEB MAR JUN

Indla Supreme Court sirlkes
down REI banking ban
against cryplo; India plans 1o
ban crypio trading, but still
vary gray
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Telegram legal battles end
in TON being canceled

JuL AUG

OCC ghves interpretive let-
ters that state charterad
banks can custody/service
crypto, hold reserve assets
behind stablecoing

Congressional lawmakers
urge IRS to craft proactive

US DOJ publishes crypto
enfarcemant framewark,
published by AG Cyber-Digi-
tal Task Force

BAMEY accusaed of monay
laundering/markat manip-
ulation, Eventually CFTC
and DOJ file lawsuil againgt

SEP QcT

Evropean Commission offi-
cially proposes requlatony
framewark for crypto assets
and stablecoins

exchange and executives

NOV

Hew Congressional bill, the STABLE act, says it would be
‘unlawul’ to issue stablecoins, ‘provide any stablecoin-re-

lated service' withoul federal approval. Would requine issuers to
abtain a banking charter and FOIC) insurance or keep reserves
a1 the Fedaral Resare,

FINCEN proposes KYC rules for transactions by or to a bank or
money service business involving an “unhosted or atherwise
covered wallet” The rule calls for enhanced know-your-cus-
tomer (KYC) requirements for withdrawals to unhosted wal-
lets greater than $3,000. For transactions larger than 510,000,
firms wauld have to report 1o FinCEN.

DEC

US seizes more than 51 billion in bitcoin
stoben from Silk Road dark market

Chinese police seized $4.2 bilion in
crypla from PlusToken Ponzi crackdown

OKEx halted withdrawals indefinitely
as one of its private key holdars was
cooperaling with a public security
bureau in investigations - 3¢t 16. Fol-
lowing, the GKEx bitcoln mining pool
kot almost all hashrate and withdraw-
als only resumed Moy 26.
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OPEN LOOP VS
CLOSED LOOP
CUSTODY




Open vs closed loop

* Open Loop Providers * Closed Loop Providers
- Allows crypto deposits and - Only allows buying and selling of
withdrawals crypto, no deposit and
- Coinbase withdrawal
- Gemini - Robinhood
- Paypal / Venmo
- Square / CashApp
- SoFi
N I
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Closed-loop vs open-loop custody visual

Core Banking
(OMS, Reconciliation, Reporting, Audit)

SSO (Active Directory,
etc.)

A ) Liquidity Providers
MUItI'TIerCUStOdy Fireblocks Network [EXChangeS, BrOkerS]

Hot, Warm & Cold Storage
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Blockchain Nodes

Cash Integration
for settlement

RSM

o
R
Al

© 2020 RSM US LLP. All RightsReserved. bl AL




PANEL DISCUSSION




QUESTIONS
AND ANSWERS




THANK YOU
FOR YOUR TIME
AND ATTENTION




This document contains general information, may be based on authorities that are subject to change, and is not
a substitute for professional advice or services. This document does not constitute audit, tax, consulting,
business, financial, investment, legal or other professional advice, and you should consult a qualified
professional advisor before taking any action based on the information herein. RSM US LLP, its affiliates and
related entities are not responsible for any loss resulting from or relating to reliance on this document by any
person. Internal Revenue Senice rules require us to inform you that this communication may be deemeda
solicitation to provide tax senices. This communicationis being sent to individuals who have subscribed to
receive it or who we believe would have an interest in the topics discussed.

RSM US LLP is a limited liability partnership and the U.S. member firm of RSM International, a global network
of independent audit, tax and consulting firms. The member firms of RSM International collaborate to provide
senvices to global clients, but are separate and distinct legal entities that cannot obligate each other. Each
member firm is responsible only for its own acts and omissions, and not those of any other party. Visit
rsmus.com/aboutus for more information regarding RSM US LLP and RSM International.

RSM, the RSM logo and the power of being understood are registered trademarks of RSM International
Association.
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