
Policy for the Crypto Task Force: Fraud Prevention and Tracing Framework 

 
 
Policy Objective 
To prevent fraud in cryptocurrency exchanges and ensure the ability to trace stolen or 
illicitly moved funds through crypto wallets while linking wallet activity to verified identities. 
This policy will enhance investor protection, align with regulatory standards, and deter 
fraudulent activities. 
 
--- 
 
Key Components of the Policy 
 
1. Identity Verification and Wallet Linkage 
- Mandatory KYC/AML Compliance: Require all cryptocurrency exchanges to implement 
robust Know Your Customer (KYC) and Anti-Money Laundering (AML) frameworks. This 
includes verifying user identities during account creation and linking verified identities to 
wallet addresses. 
- Travel Rule Enforcement: Enforce the Financial Action Task Force (FATF) Travel Rule, 
mandating exchanges to share customer information for transactions above a certain 
threshold. 
- Real-Time Wallet Monitoring: Utilize blockchain analytics tools to monitor wallet activity 
across multiple exchanges, identifying clusters of related wallets and tracing transaction 
flows. 
 
2. Fraud Detection and Prevention Tools 
- Transaction Monitoring Systems: Deploy systems that flag suspicious transactions in real-
time, such as unusually large withdrawals or transfers to high-risk wallets. 
- Risk Scoring: Assign risk scores to wallets based on their transaction history and behavior, 
allowing exchanges to block or investigate high-risk accounts. 
- Multi-Factor Authentication (MFA): Require MFA for all account logins and sensitive 
actions like withdrawals, reducing unauthorized access risks. 
 
3. Collaboration with Law Enforcement 
- Crypto Tracing Support: Provide law enforcement agencies with tools to trace stolen funds 
across wallets and exchanges. This includes blockchain analysis platforms capable of 
mapping wallet interactions and identifying linked entities. 
- Incident Response Protocols: Establish a standardized process for reporting fraud 
incidents, freezing suspicious accounts, and collaborating with global regulatory bodies to 
recover stolen assets. 
 
4. Regulatory Oversight 
- Exchange Registration with the SEC: Require all crypto exchanges operating in the U.S. to 
register with the SEC as securities trading platforms, ensuring adherence to disclosure and 
anti-fraud regulations. 
- Audit Trails: Mandate exchanges to maintain detailed transaction records for at least five 
years, enabling retrospective investigations into fraudulent activities. 
 
--- 
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Implementation Steps 
 
1. Develop Compliance Guidelines: 
- Publish clear KYC/AML requirements for exchanges. 
- Outline penalties for non-compliance with fraud prevention measures. 
 
2. Adopt Blockchain Analytics Tools: 
- Partner with companies offering advanced link analysis tools for tracing wallet activities 
across blockchains. 
- Train SEC personnel on how to use these tools effectively. 
 
3. Create a Centralized Wallet Database: 
- Establish a secure database of verified wallet addresses linked to user identities. 
- Ensure data privacy compliance under laws like GDPR while maintaining transparency. 
 
4. Enhance Public Awareness: 
- Launch educational campaigns about phishing scams, wallet security, and fraud 
prevention. 
- Provide resources for victims of crypto fraud to report incidents. 
 
5. Strengthen Global Cooperation: 
- Collaborate with international regulators to track cross-border crypto transactions. 
- Align policies with global standards set by FATF and other regulatory bodies. 
 
--- 
 
Fraud Prevention Impact 
 
By implementing these measures: 
- Fraudulent actors will find it harder to conceal their identities or move stolen funds 
undetected. 
- Victims of scams will have a higher likelihood of recovering stolen assets through 
coordinated tracing efforts. 
- Trust in cryptocurrency markets will improve due to enhanced transparency and 
accountability. 
 
--- 
 
By implementing this policy, future victims will have better recourse while deterring bad 
actors from exploiting vulnerabilities in the crypto ecosystem. 
 


