The Honorable Mike Johnson The Honorable Hakeem Jeffries

Speaker Minority Leader

U.S. House of Representatives U.S. House of Representatives
H-232, The Capitol H-204, The Capitol
Washington, DC 20515 Washington, DC 20515

July 15, 2025
Re: Coalition Letter in Opposition to the CLARITY Act
Dear Speaker of the House Johnson and Minority Leader Jeffries:

The 82 investor, consumer, and other advocacy organizations undersigned below write to express
our opposition to the CLARITY Act (H.R. 3633). This bill creates a weak regulatory structure for
crypto assets, actors, and activities that effectively deregulates much of the crypto sector, either by
totally exempting many elements of the industry from any oversight or by replacing existing
regulatory standards with weaker protections for customers and markets that could imperil investors
and financial stability.

The bill creates loopholes or confusing legal questions that crypto and non-crypto firms will exploit
in order to evade existing regulatory standards, causing more damage. The legislation gives the shady
practices and endemic fraud in the crypto industry a government imprimatur without adequate
guardrails to protect investors and the financial system and unleashes and rewards the
administration’s crypto corruption. There are many problems with the bill, including the following
issues:

CLARITY legitimizes risky and exploitative crypto industry practices. The bill allows crypto
platforms to maintain and expand conflicted business models, where platforms act as exchanges,
brokers, dealers, and custodians and can shunt customers to their affiliated businesses that can cost
customers more and without the safeguards provided in traditional finance. These practices have
already contributed to investor losses and crypto firms’ failures. Additionally, crypto firms’
integration can increase financial stability risks due to the interconnections between its own
investments and its trading or custody affiliations. A federal seal of approval is likely to worsen these
harms.

CLARITY sets up an anemic CFTC customer protection regime for crypto consumers. It
establishes a new Commodity Futures Trading Commission (CFTC) digital commodities regulatory
framework that allows issuers to fast track the introduction and trading of new crypto assets with
minimal oversight, disclosure, or investor protection obligations that are far weaker than existing
approaches at the Securities and Exchange Commission (SEC). The bill’s underfunded mandate
worsens the CFTC’s already narrow investor protection remit, further limiting its ability to provide
effective investor protection.

CLARITY creates a permissive exemption pathway for crypto securities issuers, while
undermining the SEC’s mission and bedrock investor protection standards. It creates a broad
SEC exemption from disclosure and registration obligations for those crypto issuers under the bill’s
“mature blockchain” rules. The bill allows these crypto firms to sell to retail investors without any of



the guardrails present in the traditional securities market, despite higher risks. The bill also
fundamentally distorts the SEC’s investor and market protection mandate by inserting the term
“innovation” into law, which undermines the SEC’s statutory mission to promote investor
protection, fair markets, and capital formation.

CLARITY undoes decades of investor protection law and invites regulatory evasion.
Traditionally, courts and regulators use facts and circumstances tests to determine whether assets,
arrangements, and actors should be subject to investor protection laws. But CLARITY exempts
crypto from these tests by declaring that certain crypto offerings are not securities even when they
explicitly meet the securities law tests. This broad exemption means that investors will have less
information and be exposed to more risks from these crypto investments. It also creates a loophole
for crypto and non-crypto firms alike who want to issue investment instruments without meeting
the appropriately more rigorous securities registration and disclosure requirements, creating a
deregulatory race to the bottom that could harm investors who never touch crypto.

CLARITY exempts many crypto assets and issuers from meaningful market oversight and
consumer protections. The bill’s wide regulatory exemptions for DeFi (decentralized finance)
platforms and intermediaries mean that major swathes of the crypto industry, including many of the
more risky and exploitative parts of it, would not be subject to federal oversight under either
securities or commodities law, save for narrow anti-fraud measures. Regulators would have limited
ability to police the widespread theft, fraud, and market manipulation in DeFi1 spaces that can lead to
broader market instability. Additionally, CLARITY’s loophole-ridden digital commodity definition
means that many other crypto assets and issuers, such as memecoins or tokens that dub themselves
“collectibles,” may not be regulated at all by either the SEC or CFTC. This will leave many crypto
investors to fend for themselves against fraud artists and the wealthy tech firms that control these
platforms and assets.

CLARITY undermines state regulators’ abilities to protect investors. The bill gives exclusive
jurisdiction for regulating crypto commodity issuers and brokers to the CFTC, limiting state
regulators from using their oversight and investor protection powers except in limited
circumstances. State regulators have been at the forefront of many key crypto investor protection
efforts. This bill weakens their ability to provide this protection.

CLARITY hinders efforts to apply consistent anti-money laundering (AML) rules to crypto
platforms. The bill’s exemptions for DeFi platforms combined with its blanket AML exemptions
for self-hosted wallets — without offering any meaningful alternative approach to oversight — will
undermine AML measures across the crypto industry and mainstream finance, create major AML
loopholes bad actors can exploit, and undermine existing efforts to combat crypto’s dominant role
in facilitating illicit finance.

CLARITY fails to address conflicts of interest and corruption issues. It fails to address the
unprecedented ethical concerns posed by the promotion of crypto ventures by high officials. These
activities not only raise profound concerns about good government and corruption, but reduce the
likelihood that regulators could effectively supervise the entire crypto industry that could directly
harm consumers, investors, and the broader economy as well.



CLARITY’s many structural flaws cannot be remedied by simple amendments alone, and the current
aggressive deregulatory efforts within financial regulators mean that even the bill’s weak provisions
will get further watered down. Passage of CLARITY guarantees the crypto industry will be given
kid-glove treatment by captured regulators, putting investors and the economy at significant risk.
Financial deregulation in the late 1990s that was promoted as so-called financial innovation led
directly to the 2008 financial crisis. The crypto industry has dusted off this innovation playbook, but

the Congress should not be fooled again.

The government seal of approval will make it more likely that the crypto industry’s widespread
fraud, precipitous volatility, and shady practices will become enmeshed in mainstream finance,
posing substantial risks to the stability of the financial system and the economy all in the name of so-

called crypto innovation.

We strongly urge the Congress to vote against this bill.

Sincerely,
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