Order No. 2024-034

IN THE MATTER OF: § BEFORE THE BANKING
§
§
PAYWARD, INC., PAYWARD §
VENTURES, INC., PAYWARD §
GUARDIAN, LLC, TRADESTATION § COMMISSIONER OF TEXAS
CRYPTO, INC. N/K/A §
PAYWARD INTERACTIVE, INC. §
D/B/A KRAKEN §
§
SAN FRANCISCO, CALIFORNIA § AUSTIN, TRAVIS COUNTY, TEXAS
CONSENT ORDER

On this day, the matter of Payward, Inc., Payward Ventures, Inc. (Payward Ventures),
Payward Guardian, LLC (Payward Guardian), and TradeStation Crypto, Inc. (TradeStation), now
known as Payward Interactive, Inc. (Payward Interactive), all currently under common ownership
and control, and doing business as Kraken, was submitted to me, Charles G. Cooper, Banking
Commissioner (Commissioner) of the State of Texas, for consideration and action.

1. Payward, Inc., Payward Ventures, and Payward Guardian are entities formed under
the laws of Delaware. Payward Interactive, formerly known as TradeStation, is a corporation
formed under the laws of Florida (collectively with Payward, Inc., Payward Ventures, and Payward
Guardian, “Respondents” or “Kraken”). As part of its United States digital asset exchange
business, Kraken provides custodial and transmission services relating to sovereign currency and
various categories of virtual currency, including sovereign-backed stablecoin (stablecoin). While
known as TradeStation, the company was issued Texas money transmission license number 3202
and it voluntarily wound down money transmission services under its prior business model in
February 2024. In April 2024, TradeStation was acquired by Payward Guardian and afterward the
company’s name was changed to Payward Interactive.

2. The Texas Department of Banking (Department) has jurisdiction over Respondents
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and the subject matter of this proceeding pursuant to 7Texas Finance Code (Finance Code) Chapter
152 (Chapter 152).

3. Respondents have been properly notified of their right to an administrative hearing
under Chapter 152.

4. The undersigned representatives of Respondents have full authority to enter into
and bind Respondents to the terms and conditions of this Consent Order.

5. The statutory provisions at issue in this matter include, but are not limited to,
Finance Code §§ 152.003, 152.054, 152.151, 152.254, 152.401, 152.402, 152.406, 152.407, and
152.410.

6. Any violation of this Order could subject Respondents to additional regulatory or
enforcement actions authorized by Chapter 152 and other provisions of Texas law. Respondents
agree that any further money transmission in Texas after revocation of this Order would threaten
immediate and irreparable harm to the public and serious prejudice to the interests of money
service business customers and the public, and that immediate enforcement action would be
necessary to protect the interests of money service business customers and the public.

7. Nothing in this Order diminishes the regulatory or enforcement powers of the
Department, the Commissioner, or the Finance Commission of Texas under Chapter 152 or other
applicable law.

8. For purposes of this proceeding, Respondents knowingly and voluntarily waive:

a. service upon Respondent of this Order;
b. the right to present defenses to the allegations in this proceeding;
c. notice and hearing prior to imposition of this Order;

d. the filing of proposed findings of fact and conclusions of law;

Consent Order Page 2



e. the issuance of a proposal for decision by an administrative law judge;
f. the filing of exceptions and briefs with respect to such proposal for decision;
g. any review of this Order by the Texas Finance Commission; and

h. judicial review of this Order as provided by Texas Government Code § 2001.171
et seq., and any other challenge to the validity of this Order.

0. Respondents and the Commissioner agree to this Order solely for the purpose of
this proceeding and without Respondents admitting or denying any of the factual or legal findings
of the Commissioner or any violations of law or regulation. This Order does not constitute an
admission by Respondents that Chapter 152 or a rule adopted or order issued under Chapter 152
has been violated.

10. Respondents agree to comply with the terms that are set out in the Order below and
agree that compliance with the terms herein does not bind the Commissioner with respect to
decisions regarding pending applications or other matters.

L Findings
11. The Commissioner has considered this matter and finds as follows:

a. Kraken, through its entities, provides custody and money transmission services in
connection with sovereign currency and stablecoin as part of its United States digital
asset exchange business. In connection with these activities, Kraken has received
monetary value from customers in Texas and elsewhere, and promised to retain, return,
or transmit that value as ordered by the customer. Kraken’s United States digital asset
exchange business is now handled through Payward Interactive.

b. Under Finance Code § 152.003(19), “money” or “monetary value” means “currency or
a claim that can be converted into currency through a financial institution, electronic
payments network, or other formal or informal payment system,” and includes
stablecoin that is “(A) is pegged to a sovereign currency; (B) is fully backed by assets
held in reserve; and (C) grants a holder of the stablecoin the right to redeem the
stablecoin for sovereign currency from the issuer.” The sovereign currency and
stablecoin received by Kraken and its entities is “money or monetary value” under
Chapter 152.

c. Under Finance Code § 152.003(22), “money transmission” means “receiving money
for money transmission services from a person located in this state.” The receipt of

Consent Order Page 3



money or monetary value by any means in exchange for a promise to make money or
monetary value available at a later time or different location is a money transmission
service. The Finance Code states that “a person engages in the business of money
transmission if the person receives compensation or expects to receive compensation,
directly or indirectly, for conducting money transmission.” Finance Code § 152.101(b).
The Department has concluded that by receiving sovereign currency and stablecoin in
exchange for a promise to return or transfer that value at a later time or different
location, Kraken has been conducting money transmission.

d. Finance Code § 152.101 provides that “a person may not engage in the business of
money transmission or advertise, solicit, or hold itself out as a person that engages in
the business of money transmission” without a license, unless the person is exempt
under Chapter 152. The Respondents are not exempt.

12. On May 22, 2023, Payward Ventures applied for a temporary license under then-
current Finance Code § 151.306, and the Department issued a temporary license to Payward
Ventures which expired on November 18, 2023. Payward Ventures filed an application for a
money transmission license with the Department on March 30, 2023.

13. Payward Ventures provided the Department with written certification that it
qualified for a license, financial statements showing minimum net worth required by Chapter 152,
proof of security required by Chapter 152, and the full license application fee, which is non-
refundable.

14. Payward Ventures represented to the Department in writing that it had control and
custody of cash, deposit accounts, and stablecoin sufficient to meet the permissible investment
requirements for all Payward Ventures’ money transmission obligations to Texas customers under
§§ 152.355 and 152.356 of the Finance Code. Payward Ventures further represented to the
Department in writing that Payward Ventures had control and custody of all digital assets received
for custody from Texas customers as required by Chapter 160 of the Finance Code (Chapter 160).

15. Payward Ventures failed to provide all items required to qualify for and retain a

permanent license under Finance Code §§ 152.104(c) & 152.107(d).
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16. On February 2, 2024, Payward Guardian entered into an agreement to acquire
TradeStation. Payward Ventures represented to the Department that it anticipated it would transfer
the operation of its United States digital asset exchange business to TradeStation/Payward
Interactive in June 2024.

17. In early February 2024, the Department received an application for a change of
control for TradeStation (TradeStation Application) under Finance Code § 152.151(b). The
acquisition of TradeStation’s stock closed on April 15, 2024. The Department was not provided
all items required to complete the TradeStation Application or to qualify Payward Guardian for
control of TradeStation, and thus the acquisition was unauthorized, and the change of control
application remains pending.

18. This Order does not restrict the Department, the Commissioner, or the Finance
Commission of Texas with respect to any enforcement action or other recourse regarding any past,
current, or future violations by Respondents that come to the attention of the Department to the
extent those violations have not been identified by the Department as of the effective date of this
Order.

19. As long as Respondents comply with this Order, nothing herein prejudices any
pending or future application for a license relating to Respondents or any pending or future
application for change of control of a license holder relating to Respondents.

I1. Order
It is hereby ORDERED, ADJUDGED, and DECREED that:

20. Payward Interactive will not be prohibited from conducting money transmission in

Texas under Chapter 152 and pursuant to the terms and conditions of this Order.

21. Nothing herein approves the TradeStation Application, which remains under
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review, or otherwise grants a license to any other Respondent. Unless otherwise agreed to in
writing by the Commissioner, this Order will automatically expire upon the withdrawal, denial, or
granting of the TradeStation Application.

22. This Order may be revoked at any time in the sole and absolute discretion of the
Commissioner, with or without cause.

23. The Respondents will maintain the injection of additional capital into Payward
Interactive of at least $48,000,000, which purportedly occurred in September 2024, and provide
documentation satisfactory to the Commissioner by November 15, 2024, confirming the
accounting treatment of the capital injection on Payward Interactive’s financial statements.

24. Payward Interactive will (a) maintain the minimum tangible net worth and
permissible investments required by Chapter 152, as determined by the Commissioner, (b) submit
quarterly financial statements in a timely manner (c) submit its 2024 audited financials by March
31, 2025, and (d) comply with, or otherwise address, all applicable requirements of Finance Code
Chapters 152 and 160.

25. Payward, Inc. will submit 2023 audited financial statements and second quarter
2024 interim financials by November 15, 2024, and will submit third quarter 2024 interim
financials by December 16, 2024.

26. Payward Ventures will submit 2023 audited financials by November 15, 2024.

27. Until the expiration of this Order, Payward Interactive will maintain a surety bond
in a form satisfactory to the Commissioner in his sole discretion of at least $2,000,000.

28. Kraken shall pay a civil penalty of $250,000 within 28 days of the effective date of
this Order.

29. Without prior written permission from the Commissioner, Payward Interactive will
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refrain from changing its business models in Texas, providing new services or products in Texas,
or engaging in new activities in Texas.
30. In the event that this Order expires or is revoked prior to the approval of the
TradeStation Application, Payward Interactive will do the following:
a. Within seven days of said expiration or revocation, notify its existing Texas customers
that it will cease providing money transmission services to them. This notification must

be made in writing, and a copy of the notice must be sent contemporaneously to the
Department;

b. Within 28 days of said expiration or revocation, cease and desist from engaging in
money transmission in Texas and thereafter use reasonable efforts to return Texas
customer money or monetary value held by it to its Texas customers; and

c. Within seven days of achieving full compliance with this paragraph, confirm to the
Department in writing that it has ceased all money transmission activities in Texas.

31. At any time prior to approval of the TradeStation Application, the Commissioner
may, in his sole and absolute discretion, with or without cause, deny the TradeStation Application
or the issuance of a license to another Respondent, issue an order to cease and desist, or issue any
other lawful order, and Respondents knowingly and voluntarily waive all rights listed above in
paragraph 8 of this Order and any other rights under Finance Code §§ 152.151 and 152.403, or
other law. Respondents therefore waive any rights to review or appeal such decisions by the
Commissioner, or to otherwise challenge said decisions, and Respondents agree to abide by any

decisions or orders covered by this paragraph.
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II1. Effective Date

Respondents agree that this Order is effective on the date signed by the Commissioner and
is final and non-appealable as of that date.

Signed on this 18™ day of October, 2024.

/s/ Charles G. Cooper
Charles G. Cooper
Commissioner, Department of Banking

AGREED:
Payward, Inc.

/s/ David Ripley
By: David Ripley, Chief Executive Officer

Date: October 16, 2024
AGREED:
Payward Ventures, Inc.

/s/ John Trohan
By: John Trohan, Director

Date: October 17, 2024
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AGREED:

Payward Guardian, LLC

/s/ Daniel Stevenson
By: Daniel Stevenson, Secretary of Payward, Inc.,
sole member of Payward Guardian LLC

Date: October 16, 2024
AGREED:

Payward Interactive, Inc., formerly known as TradeStation Crypto, Inc.

/s/ Jeremy Williams
By: Jeremy Williams, Chief Executive Officer

Date: October 15, 2024

APPROVED AS TO FORM:

/s/ Jesse Moore

Jesse Moore

Assistant General Counsel
Texas Department of Banking

Date: October 18, 2024
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