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Asset Seizure

INTRODUCTION

The rapid evolution of the digital economy has intro-
duced new modes of value transfer, investment, and
criminal activity, which has complicated the legal land-
scape of digital asset seizures. Federal, state, and local
authorities have increasingly leveraged digital asset
forfeiture as a tool to disrupt illicit activity, with the legal
framework evolving rapidly—particularly following the
establishment of the United States Strategic Bitcoin
Reserve. This policy shift, emphasizing the retention of
forfeited cryptocurrency as a long-term government
asset, is underpinned by updated legal frameworks,
advanced blockchain intelligence, and a renewed focus
on victim restitution and law enforcement funding.

The Strategic Bitcoin Reserve marks a significant depar-
ture from prior practices, in which seized digital assets
were typically liquidated at auction. The current adminis-
tration empowers the government to retain a portion of
forfeited cryptocurrency, aligning asset management with
broader national security and financial stability objec-
tives. This development has far-reaching implications

for market participants, including businesses, investors,
and individuals subject to asset seizure or forfeiture
proceedings.

This article provides a comprehensive analysis of the cur-
rent administration’s approach to cryptocurrency asset
forfeiture, including statutory and regulatory frameworks,

investigative methodologies, and the integration of
forfeited digital assets into government reserves. The
discussion aims to elucidate the legal and procedural
considerations shaping asset forfeiture in the digital
economy, and to examine best practices for compliance,
risk mitigation, and defense strategies relevant to legal
practitioners and industry experts navigating this rapidly
changing field.

STATUTORY AND REGULATORY FRAMEWORK

The statutory framework governing federal asset forfei-
ture, particularly as it applies to digital assets, is evolving
rapidly. The legal foundation for asset forfeiture in the
United States is based on a complicated web of statutes,
regulations, and case law that have been adapted to
address the unique characteristics of cryptocurrencies
and other digital assets. Foundational authorities remain
central, but recent policy developments have clarified
and expanded their reach, especially in light of the grow-
ing prevalence of digital assets in criminal investigations
and enforcement actions.

Key statutes relevant to digital asset forfeiture include:

e 18 U.S.C. § 981(a)(1)(A) & (C) (civil forfeiture of
property involved in money laundering, fraud, and
other specified unlawful activities). This statute allows
the government to seize assets connected to a wide
range of financial crimes, even in the absence of a
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criminal conviction, provided that the government can
establish a preponderance of the evidence linking the
property to illegal activity.

e 18 U.S.C. § 982(a) (criminal forfeiture following
conviction for money-laundering predicates). Criminal
forfeiture is typically pursued as part of a criminal
prosecution, and requires a conviction on the under-
lying offense. The government may seek forfeiture of
assets directly or indirectly involved in the criminal
conduct.

e 21 U.S.C. § 853(p) (substitute-asset provisions
allowing forfeiture of property unrelated to an offense
when direct proceeds are beyond the court’s reach).
This provision is particularly relevant in cases where
digital assets have been transferred, dissipated, or
otherwise rendered unavailable, allowing the govern-
ment to pursue substitute assets of equivalent value.

e 31 U.S.C. § 9705 (Treasury Forfeiture Fund,
authorizing agencies such as Internal Revenue
Service Criminal Investigation, Homeland Security
Investigations, and the Secret Service to retain and
deploy forfeiture proceeds, and to support the
Strategic Bitcoin Reserve). The Treasury Forfeiture
Fund plays a critical role in managing and distribut-
ing proceeds from forfeited assets, including digital
currencies.

e 28 U.S.C. § 524(c) (Department of Justice (“D0OJ”)
Assets Forfeiture Fund, applicable to Federal Bureau
of Investigations (“FBI”) and Drug Enforcement
Administration matters and permitting retention of
forfeited assets for government use). This fund sup-
ports a range of law enforcement activities and now
includes provisions for the retention of digital assets
as part of the Strategic Bitcoin Reserve.

Recent executive orders and agency guidance confirm
that digital assets—including cryptocurrencies and
stablecoins—are treated as “property” for forfeiture
purposes. The administration’s directive to retain for-
feited cryptocurrency in the Strategic Bitcoin Reserve,
subject to statutory requirements for victim restitution
and law enforcement funding, underscores the impor-
tance of understanding the evolving legal obligations and
rights under these rules. Additionally, the government

has issued guidance clarifying the treatment of digital
assets under existing forfeiture statutes, and courts have
increasingly recognized the applicability of these laws to
a wide range of digital asset types, including non-fungi-
ble tokens (“NFTs”) and decentralized finance (“DeFi”)
tokens.

Congress and federal agencies continue to refine the
legal framework governing digital asset forfeiture.
Proposed reforms may further expand the government’s
authority to seize and retain digital assets, while also
introducing new procedural safeguards and transparency
requirements.

CURRENT POLICY DRIVERS

The administration’s approach to cryptocurrency asset
forfeiture is shaped by several key policy initiatives, each
with direct implications for the legal and financial sectors.
These policy drivers reflect a broader shift in the govern-
ment’s strategy for managing digital assets, balancing the
need for effective law enforcement with considerations
of market stability, victim restitution, and due process.

1. Establishment of the Strategic Bitcoin Reserve.

The government’s retention of forfeited Bitcoin and other
digital assets as part of a national reserve, rather than
immediate liquidation, is intended to preserve long-term
value and support law enforcement operations. This
policy shift necessitates careful analysis of the legal status
and management of seized assets. The Strategic Bitcoin
Reserve is designed to serve as a hedge against inflation,
a source of funding for future enforcement actions, and a
tool for enhancing national security. By holding digital
assets rather than selling them at auction, the govern-
ment can avoid flooding the market and potentially
depressing asset prices, while also benefiting from poten-
tial appreciation in value. This approach also aligns with
international trends, as other countries explore similar
strategies for managing seized digital assets.

2. Emphasis on Victim Restitution and Law Enforcement
Funding.

Executive orders and agency protocols mandate that
forfeited assets be used first to compensate victims.
Remaining assets may be allocated to the Strategic
Bitcoin Reserve or used to fund law enforcement initia-
tives, including investments in blockchain intelligence
tools and training. The government has established
structured liquidation policies to ensure that a portion of
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seized assets is preserved in reserve, while only liquidat-
ing assets when necessary to meet operational funding
needs or to provide restitution to victims. This approach
creates a self-sustaining budget cycle for law enforce-
ment, enabling agencies to reinvest proceeds from
liguidated assets into ongoing investigations and capaci-
ty-building efforts.

3. Expansion of Blockchain Intelligence and Public-
Private Partnerships.

The administration’s investment in advanced blockchain
analytics and partnerships with exchanges and stable-
coin issuers has accelerated the identification, freezing,
and seizure of digital assets. Public-private collaboration
is critical to the success of these efforts, as exchanges,
wallet providers, and other virtual asset service provid-
ers (“VASPs”) play a key role in detecting and reporting
suspicious activity. The government has also worked
closely with international partners, such as Europol and
the Guardia Civil, to coordinate cross-border investiga-
tions and asset recovery efforts. These partnerships have
led to the dismantling of major criminal networks and the
recovery of substantial amounts of illicit digital assets.

4. Reform of Asset Forfeiture Laws and Structured
Liquidation Policies.

Recent reforms have amended DOJ and Treasury proto-
cols to authorize long-term Bitcoin retention rather than
immediate liquidation. The government has established
secure custody solutions for holding seized assets and
implemented policies that align liquidation with market
conditions, ensuring strategic sales instead of default
post-seizure liquidation. These changes are designed to
maximize the value of seized assets, minimize market
disruption, and enhance transparency and accountability
in the management of government-held digital assets.

INVESTIGATIVE TOOLS AND ENFORCEMENT PRACTICES
Federal agencies employ a range of investigative tech-
niques to trace and freeze cryptocurrency assets.
Understanding these practices is essential for legal practi-
tioners and industry experts, as the sophistication of law
enforcement’s digital asset investigations continues to
increase. The following is an overview of key investigative
tools and enforcement practices currently in use:

¢ Tracing lllicit Cryptocurrency Flows.

Law enforcement relies on advanced blockchain
analytics tools, such as Chainalysis Reactor, TRM Labs,
and Elliptic, to trace digital assets across multiple
blockchains, identify links to criminal activity, and
map the flow of funds. These platforms integrate with
sanctions lists, open-source intelligence, and propri-
etary databases, enabling the visualization of complex
transaction patterns and the identification of wallets
associated with illicit activity. Investigators can follow
the movement of funds through mixers, tumblers, and
privacy coins, often uncovering sophisticated money
laundering schemes. Legal professionals and indus-
try participants must assess exposure and respond

to inquiries related to such investigations, including
requests for information, subpoenas, and search
warrants.

¢ Freezing Assets via Exchanges and Stablecoin
Issuers.

When assets are traced to exchanges or stablecoin
wallets, law enforcement may collaborate with these
platforms to freeze funds. Centralized stablecoin
issuers (e.g., Tether, Circle) can freeze or burn tokens
associated with illicit activity, while exchanges may
restrict withdrawals or transfers from accounts flagged
as high risk. Legal practitioners often advise on com-
pliance protocols, the risks of account freezes, and
the legal remedies available, including challenging the
basis for a freeze and seeking the release of legiti-
mate funds. The development of internal policies for
responding to law enforcement requests and manag-
ing reputational risks associated with asset freezes is
also critical.

¢ Legal and Procedural Steps.

Law enforcement typically seeks seizure warrants from
courts, presenting evidence of a nexus to criminal
activity. Upon judicial authorization, assets are trans-
ferred to government-controlled wallets or frozen in
place. The process may involve ex parte applications,
emergency restraining orders, and coordination with
multiple agencies. Practitioners must be familiar with
the statutory process for contesting seizures and
asserting the rights of potential claimants, including
filing claims under the Civil Asset Forfeiture Reform
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Act (“CAFRA”) and pursuing motions to suppress evi-

dence obtained through unlawful searches or seizures.

¢ Physical Seizure of Cold Wallets.

Agencies are increasingly adept at identifying and
securing hardware wallets, seed phrases, and other
cold storage devices during searches. Investigators
may use digital forensics tools to extract wallet infor-
mation from computers, mobile devices, and physical
storage media. Best practices for safeguarding digital
assets, maintaining secure backups, and responding
to search warrants or subpoenas involving physical
crypto storage are essential considerations. Legal
implications of providing or withholding access to
private keys and recovery phrases should also be care-
fully evaluated.

¢ International Collaboration and Asset Sharing.
Cross-border investigations and asset sharing with
international partners are now routine. Law enforce-
ment agencies frequently work with counterparts in
Europe, Asia, and other regions to trace and recover
digital assets linked to transnational crime. Mutual
legal assistance treaties (“MLATs”), joint task forces,
and information-sharing agreements facilitate the
coordination of investigations and the repatria-

tion of seized assets. Navigating the complexities

of international enforcement and asset recovery
requires attention to compliance with foreign legal
requirements and the negotiation of asset-sharing
agreements.

¢ Emerging Technologies and Future Trends.

The landscape of digital asset enforcement is
constantly evolving, with new technologies and
investigative techniques emerging on a regular basis.
Artificial intelligence, machine learning, and advanced
data analytics are increasingly being used to detect
patterns of illicit activity and predict future threats.
The government is also exploring the use of block-
chain-based evidence management systems and
digital asset custody solutions to enhance the security
and transparency of seized assets. Staying abreast of
these developments is critical for legal and industry
professionals to adapt to new enforcement practices
and regulatory requirements.
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RECENT REPRESENTATIVE CRYPTOCURRENCY
FORFEITURE ACTIONS

Recent enforcement actions underscore the govern-
ment’s increasing sophistication in tracing and recovering
digital assets. These cases illustrate the practical
application of investigative tools, the importance of
public-private collaboration, and the evolving policies sur-
rounding the Strategic Bitcoin Reserve:

¢ Cryptocurrency Confidence Scams (2025).

The DOJ last week seized more than $225.3 million

in cryptocurrency linked to investment fraud and
money laundering schemes. These funds are asso-
ciated with “cryptocurrency confidence scams” that
deceived victims into believing they were making
legitimate investments. The cryptocurrency was part
of a sophisticated money laundering network that
executed hundreds of thousands of transactions to
obscure the origins of the stolen funds. The FBI and
U.S. Secret Service (“USSS”) played significant roles in
tracing and seizing the illicit funds, marking the largest
cryptocurrency seizure in USSS history. More than
400 suspected victims lost funds, with reported losses
exceeding $5.8 billion in 2024 alone. The DOJ empha-
sized its ongoing commitment to protecting the public
from cryptocurrency scams and recovering stolen
funds for victims.

¢ Colonial Pipeline Ransomware Recovery (2021).
The DOJ traced and recovered approximately $2.3
million in Bitcoin paid as ransom, demonstrating the
power of real-time blockchain analysis. Investigators
were able to follow the movement of funds through
multiple wallets, ultimately seizing the private keys
associated with the ransom payment. This case set

a precedent for the use of blockchain analytics in
high-profile cybercrime investigations. These devel-
opments highlight the importance of strategic legal
responses to investigations and asset recovery, includ-
ing negotiation with law enforcement and the pursuit
of civil claims for the return of seized assets.

e Pig Butchering Scam Takedowns (2023-2024).

U.S. law enforcement, in collaboration with stablecoin
issuers and exchanges, froze and seized hundreds of
millions of dollars in digital assets linked to large-scale
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scams. These operations involved the use of advanced
analytics to identify fraudulent accounts, the rapid
freezing of assets by centralized platforms, and the
coordination of victim restitution efforts. Legal and
compliance professionals play a key role in developing
internal controls to detect and prevent fraud, con-
testing or mitigating the impact of asset freezes, and
ensuring adherence to reporting requirements and
best practices for cooperating with law enforcement.

e Operation Spincaster and International Seizures
(2024-2025).

Joint operations with international law enforcement
and blockchain analytics firms have dismantled global
scam networks and resulted in significant cryptocur-
rency seizures. These cases often involve complex
cross-border investigations, the use of mutual

legal assistance treaties, and the negotiation of
asset-sharing agreements between countries. Multi-
jurisdictional enforcement actions require careful
navigation of conflicting legal requirements and the
protection of interests across multiple jurisdictions.

¢ Spanish Guardia Civil Cryptocurrency Seizure
(2025).

In a landmark operation, Spanish authorities, sup-
ported by U.S. law enforcement and blockchain
intelligence firms, seized more than EUR 27 million in
cryptocurrency from a transnational criminal orga-
nization. The operation spanned multiple provinces
and involved the freezing of assets on several major
exchanges. This case highlights the growing impor-
tance of international collaboration and the role of
advanced technology in asset recovery.

e Other Notable Cases.

Additional recent actions include the seizure of assets
from darknet marketplaces, the recovery of funds
from ransomware attacks targeting critical infra-
structure, and the dismantling of money laundering
networks operating through DeFi platforms. These
cases demonstrate the government’s commitment to
pursuing illicit actors across the digital asset ecosys-
tem and the need for businesses to maintain robust
compliance programs.

e These cases highlight the importance of

sophisticated legal analysis in navigating rapid, intel-
ligence-driven seizures and the evolving policies
surrounding the Strategic Bitcoin Reserve. Experience
in handling high-profile forfeiture actions is essential
for providing strategic advice and effective representa-
tion in complex cases.

PROCEDURAL MECHANICS OF CRYPTO SEIZURE AND
FORFEITURE

The procedural mechanics of crypto seizure and forfei-
ture involve a combination of technical investigation

and legal process. The process typically begins with the
identification of suspicious activity, often through the use
of blockchain analytics tools that trace funds to specific
wallet addresses. Investigators may follow assets through
multiple transactions, exchanges, and privacy-enhancing
technologies, building a comprehensive picture of the
flow of funds and their connection to alleged criminal
activity.

Once sufficient evidence is gathered, law enforcement
may seek to freeze assets by working with exchanges,
stablecoin issuers, or other virtual asset service provid-
ers. This can be accomplished through court-ordered
seizure warrants, emergency restraining orders, or
compliance protocols that enable rapid restriction of
high-risk accounts. In some cases, stablecoin issuers may
freeze or burn tokens associated with illicit activity, while
exchanges may restrict withdrawals or transfers from
flagged accounts.

Prosecutors typically seek judicial authorization—through
a Rule 41 warrant, civil forfeiture complaint, or other
legal process—detailing the evidence and technical
methods for securing assets. The government must
demonstrate probable cause or a preponderance of the
evidence linking the assets to criminal conduct, depend-
ing on the type of proceeding. Legal professionals play a
critical role in responding to such actions, asserting rights
throughout the process, and challenging the basis for
seizure when appropriate.

After assets are seized or frozen, the government is
required to provide notice to potential claimants. This
may be accomplished through blockchain messaging,
publication in official channels, and direct service to
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known parties. Claimants have a statutory period to
contest forfeiture under the CAFRA or other applicable
laws. The process may involve filing claims, participating
in administrative proceedings, and litigating contested
issues in court.

Following adjudication or default, assets may be returned
to victims, liquidated, or retained in the Strategic Bitcoin
Reserve. The government’s structured liquidation and
custody protocols are designed to ensure transparency,
maximize asset value, and protect the interests of victims
and legitimate owners. Contesting forfeiture, seeking
asset return, negotiating settlements, and navigating the
complexities of government asset management policies
are key areas of focus. Experience in high-stakes forfei-
ture proceedings, compliance with strict notice and claim
requirements, and the development of strategies for
recovering or protecting digital assets are essential for
effective legal practice in this area.

POSSIBLE LEGAL DEFENSES TO CRYPTOCURRENCY
FORFEITURE

A range of legal challenges may be asserted in crypto-
currency forfeiture proceedings, including constitutional,
statutory, and procedural defenses. The unique charac-
teristics of digital assets present both opportunities and
challenges for claimants seeking to protect their property
rights. Key defenses include:

¢ Fourth Amendment Challenges.

Clients may contest seizures as unreasonable
searches, particularly where warrants are based on
probabilistic blockchain analysis or lack specificity
regarding private keys. The use of advanced analytics
and artificial intelligence in tracing digital assets raises
novel questions about the reliability and admissibil-
ity of evidence. While courts often uphold the use

of blockchain analytics, lawyers continue to litigate
issues related to overbroad warrants, lack of particu-
larity, and the protection of privacy interests in digital
wallets and private keys. There have been successful
challenges to the scope of search warrants and the
methods used to access encrypted devices and stor-
age media.

¢ Eighth Amendment Proportionality.
The forfeiture of highly appreciated digital assets can
be challenged as an excessive fine, especially when

asset values far exceed alleged criminal proceeds.
The volatility of cryptocurrency prices and the poten-
tial for significant appreciation between the time of
seizure and forfeiture raise important questions about
proportionality and fairness. Developing proportion-
ality arguments, presenting expert testimony on asset
valuation, and navigating the evolving case law in this
area are critical. Recent court decisions have recog-
nized the need to consider the relationship between
the value of the forfeited assets and the gravity of the
underlying offense.

¢ Innocent-Owner Claims (CAFRA).

Third parties may assert lack of knowledge or
involvement in criminal conduct. The distributed and
pseudonymous nature of crypto custody can compli-
cate these claims, particularly with multi-signature
wallets, custodial arrangements, and DeFi platforms.
Developing and presenting robust innocent-owner
defenses, including documenting the source of funds,
demonstrating lack of control over tainted assets, and
challenging the government’s tracing methodologies,
is essential. Practitioners should also be aware of the
procedural requirements for asserting innocent-owner
claims and the potential for negotiated settlements.

¢ Procedural and Technical Defenses.

Challenging government tracing methodologies,
contesting the timeliness of proceedings, and disput-
ing the identification of tainted assets is critical. As
blockchain investigations become more sophisticated,
it is important to ensure that procedural and technical
rights are fully protected. Experience in challenging
the admissibility of digital evidence, contesting the
use of proprietary analytics tools, and advocating for
greater transparency in government investigations is
increasingly important. The use of expert witnesses,
preservation of digital evidence, and development of
technical defenses based on the unique features of
blockchain technology are also key considerations.

e Other Potential Defenses.

Additional defenses may include challenges based

on lack of jurisdiction, violations of due process, the
improper application of forfeiture statutes to novel
digital asset types, or the statute of limitations has
expired. Identifying all available defenses and develop-
ing comprehensive strategies for protecting interests
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in forfeiture proceedings is a critical aspect of legal
practice in this area.

POLICY CONSIDERATIONS FOR PRACTITIONERS AND
LAWMAKERS

The evolving landscape of digital asset forfeiture raises
several policy considerations relevant to practitioners,
lawmakers, and the broader legal community. As the
legal and regulatory framework continues to develop, it is
essential to consider the broader implications of current
policies and to advocate for reforms that promote fair-
ness, transparency, and efficiency.

¢ Balancing Enforcement, Victim Restitution, and
Due Process.

While rapid asset freezes are vital for disrupting
criminal networks and preventing the dissipation of
illicit funds, they must be balanced with procedural
safeguards and prompt opportunities for claimants
to contest forfeiture. The government’s emphasis on
victim restitution is commendable, but it is equally
important to ensure that innocent owners and legit-
imate businesses are not unfairly deprived of their
assets. Ensuring due process at every stage—includ-
ing timely notice, access to judicial review, and the
opportunity to present evidence and challenge the
government’s case—is essential.

e Strategic Asset Management and Custodial Risk.
The government’s retention of large cryptocurrency
reserves introduces market and security risks, includ-
ing the potential for price volatility, hacking, and
mismanagement. The implications of custodianship,
staking rewards, airdrops, and structured liquidation
policies must be carefully considered. The develop-
ment of secure custody solutions, transparent asset
management protocols, and independent oversight
mechanisms is essential to mitigate these risks and
to maintain public confidence in the government’s
handling of digital assets.

¢ Funding Law Enforcement and Avoiding Improper
Incentives.

The use of forfeited assets to fund law enforcement
raises transparency and conflict-of-interest concerns.
While self-sustaining budget cycles can enhance the
effectiveness of digital asset investigations, they may
also create incentives for overzealous enforcement

and the pursuit of revenue at the expense of due
process. The impact of these funding mechanisms
should be critically assessed, with support for fair
and transparent processes and reforms that promote
accountability and the responsible use of forfeiture
proceeds.

¢ International Coordination and Best Practices.

As cross-border investigations increase, harmoniz-

ing doctrines and adopting best practices—such as
enhanced judicial oversight, victim claims portals, and
standardized asset-sharing agreements—are essen-
tial. The complexity of international asset recovery
requires close collaboration between governments,
private sector partners, and civil society organizations.
International coordination requires navigating conflict-
ing legal requirements, negotiating asset repatriation
agreements, and advocating for the adoption of global
standards for digital asset forfeiture.

¢ Future Directions and Legislative Reform.
Ongoing legislative and regulatory reforms are likely to
further shape the landscape of digital asset forfeiture.
Proposed changes may include enhanced procedural
protections for claimants, greater transparency in
asset management, and the development of new
tools for tracing and recovering digital assets. Active
engagement in policy discussions and advocacy for
reforms that balance the needs of law enforcement,
victims, and legitimate asset holders are essential for
the continued evolution of the legal framework.

CONCLUSION

As the legal landscape for digital asset forfeiture con-
tinues to evolve, the integration of digital assets into
national policy, the expansion of investigative tools, and
the retention of forfeited assets in government reserves
all present new challenges and opportunities for the
financial ecosystem and legal profession.

Remaining at the forefront of legal developments is
essential for protecting property rights, asserting effec-
tive defenses, and adapting to the rapidly changing digital
economy. A comprehensive approach includes compli-
ance with evolving statutory and regulatory frameworks,
the development of robust internal controls, effective
responses to law enforcement inquiries, and the litigation
of complex forfeiture proceedings. Strategic guidance on
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