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Economy Council of Australia (DECA) champions responsible innovation. We collaborate closely with

government bodies and regulators to establish frameworks that ensure Australia remains a globally

competitive leader in the digital economy. DECA gratefully acknowledges the valuable insights

provided by our working groups in shaping this response.
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Executive Summary

The Digital Economy Council of Australia (DECA) supports modernising Australia’s payment
systems. However, the current Tranche 1 draft presents critical unintended consequences
that threaten to stifle innovation, capture non-financial tech infrastructure, and structurally
conflict with public blockchain architecture.

To secure Australia’s position as a global digital economy leader, Treasury must refine this
framework by addressing 18 core issues across four urgent themes:

e 1. Jurisdictional Overreach: The framework must clarify that passive secondary
market trading does not constitute carrying on an Australian financial services
business to avoid imposing strict liability on offshore token issuers. Furthermore,
definitions for payment facilitation must be narrowed to exclude non-custodial tech
infrastructure.

e 2. Safeguarding & Thresholds: Treasury must permit alternative safeguarding
methods (e.g., global reserve models, insurance) instead of mandating ADI trust
accounts, and defer obligations until after ASIC grants a licence. Additionally, the
APRA Major SVF threshold must be raised from $200 million to S1 billion to protect
scaling fintechs from disproportionate regulatory burdens.

e 3. Blockchain Incompatibility: Blockchain-based services must be exempt from
mandatory ePayments Code transaction reversals, which structurally conflict with
immutable on-chain finality and invite "friendly fraud." Furthermore, Treasury must
remove blanket interest prohibitions that criminalize Web3 yield models, and adapt
Unclaimed Monies regimes to avoid double-liability for self-hosted wallets.

e 4. Overseas Stablecoins & Transition Pathways: The severely compressed 1-month
and 6-month transition periods must be extended to 6 and 12 months. Crucially, the
primary legislation must establish an intermediated distribution pathway for
overseas-issued stablecoins, mirroring the framework of jurisdictions like Singapore,
and extend current ASIC relief to prevent a 2029 compliance cliff.

DECA and its members remain committed to collaborating with Treasury to refine these
provisions into a practical, competitive, and future-proof regulatory framework.
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1. Offshore Issuers, Secondary Markets & Geographical Nexus

Response

Clarify that passive secondary market trading does not constitute carrying on a financial
services business in Australia, and explicitly preserve existing exemption pathways like
Corporations Regulation 7.6.02AG(2C) for offshore issuers using local AFSL distributors.

Commentary

The new framework creates a materially stronger basis for asserting an Australian nexus,
imposing standalone criminal obligations whenever an Australian resident holds the relevant
token, regardless of AFSL status. DECA acknowledges that the Explanatory Memorandum
states the digital token attached to a tokenised SVF is not itself a financial product;' however,
there is absolute industry consensus that an offshore financial product issuer must not be
mandated to hold an AFSL simply because their token is traded passively in the Australian
secondary market. Curtailing exemptions like 7.6.02AG(2C) would force global stablecoin
issuers to adapt to onerous exemptions or withdraw from Australia entirely, leading to
quality flight and a persistent crypto-asset price premium in Australia.

2. Safeguarding SVF Float & Settlement Complexities

Response

' Draft Explanatory Memorandum, Treasury Laws Amendment Bill 2026: Payments System Modernisation.
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Allow alternative safeguarding methods, such as the global reserve model and
insurance/guarantees. Defer safeguarding obligations until after ASIC determines a
licence application, and carve out T+1 settlement transit funds and anomaly events.

Commentary

Mandatory Australian ADI trust account segregation prevents the utilisation of a global
reserve model. The global reserve model does not satisfy the Australian ADI trust account
requirement, forcing a fragmented Australian-held reserve pool. Furthermore, many existing
providers use insurance-based safeguarding methods; transitioning to trust-based
arrangements in the proposed timeframes is operationally challenging. Safeguarding should
not apply during the grace period but only upon licence determination. We also urge
Treasury to explicitly confirm that safeguarding only applies to funds transiting for longer
than T+1 days, and to create carve-outs for anomaly events like one-off settlement delays,
technology outages, and frozen funds.

3. APRA Major SVF Threshold Scale & Circularity

Key Point

The $200 million APRA threshold operates by reference to amounts standing to the
credit of regulated facilities, requiring an AFSL. This captures vulnerable scale-up fintechs
and creates a circularity loophole.

Response

Raise the Major SVF threshold to $1 billion to protect scaling businesses from
disproportionate regulatory burden, and clarify the jurisdictional nexus for regulated
facilities counting toward the threshold.

Commentary

While $200 million is an increase from the PPF threshold, it remains too low and will capture
"scale-up" fintechs in their growth phases, forcing them to divert critical capital toward
enterprise-grade regulatory apparatus and the heavy-handed Financial Accountability
Regime (FAR). A $1 billion threshold aligns more accurately with genuine financial stability
concerns. Furthermore, if an offshore issuer is not required to hold an AFSL, its facilities may
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not count toward the threshold, creating a circular loophole that advantages offshore
entities over domestic innovators.

4. Prohibition on Interest & Yield

Response

Carve out Web3-specific yield-bearing and rebasing models, and explicitly permit
inter-company interest arrangements between issuers and distributors.

Commentary

Yield-bearing stablecoin models and rebasing are non-compliant under this prohibition.
Without the ability to offer interest, consumers will rationally migrate to tokenised Money
Market Funds (MMFs) that serve the same payment functions while offering a return. If the
government will not review the blanket ban immediately, it must at least allow for interest to
be paid between an SVF issuer and its distributing entities via corporate contractual
arrangements so that yield generated by underlying reserves can be shared with local
distributors to incentivise market growth.

5. Disclosure & Private Right of Action

Response
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Restrict the private right of action so it does not extend to secondary market token
holders with no direct relationship to the issuer.

Commentary

This creates direct liability exposure to a broad class of claimants. For global issuers,
independently verifying the Australian-attributed position from commingled global reserves
is operationally complex and highly punitive.

6. ePayments Code vs. Blockchain Finality

Response

Exempt blockchain-based payment services from mandatory transaction reversal
obligations within the Code, and establish clear statutory parameters limiting the Code's
overlap with existing obligations.

Commentary

The Code presumes providers can reverse, freeze, or intervene in transactions. Blockchain
transactions are immutable; a tokenised SVF provider on a public network has no practical
mechanism to reverse a completed transaction. This exposes compliant providers to
regulatory risk and "friendly fraud" (where consumers dispute legitimate purchases while
retaining goods). Transaction finality provides small businesses with meaningful protection
against this pervasive form of abuse.

7. Issue: Unclaimed Monies Structural Mismatch
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Response

Apply obligations only where the issuer has a direct relationship with the tokenholder or
where an intermediary holds the SVF. Establish clear rules for all dormant crypto assets
and extend a consistent unclaimed money regime across all PSPs.

Commentary

Traditional unclaimed money laws assume the liability is extinguished once funds are
transferred to the state. With tokenised SVFs, tokens remain live on-chain, creating a
double-liability risk if a "lost" token is later moved by someone who has acquired factual
control. Obligations should only apply where there is a direct relationship or custodial
intermediary. DECA emphasises that the unclaimed monies issue is broader than just
tokenised SVFs and requires holistic rules for the treatment of dormant crypto assets.
Furthermore, the framework should apply to all PSPs to avoid a cumbersome patchwork of
State and Territory regimes.

8. Regulatory Treatment of Overseas-Issued Stablecoins

Response

Build a pathway allowing overseas stablecoin issuers to distribute through a licensed
Australian distributor. Extend the existing ASIC relief instruments until the new regulatory
regime is fully implemented.

Commentary
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The constitutional corporation requirement prevents a foreign entity without an Australian
corporate presence from qualifying. Requiring global issuers to establish a separate
Australian entity fragments global liquidity pools. A long-term policy solution must be
adopted, endorsing the intermediated distribution model utilised by jurisdictions such as
Singapore,” Hong Kong, the UK, and the UAE, where foreign issuers do not need an onshore
licence if distributed through a locally licensed entity. DECA strongly recommends extending
the existing regulatory relief until this new regime commences to avoid a compliance cliff in
2029.

9. Dual Authorisation Risk

Response

The primary legislation should include a provision confirming that satisfaction of the SVF
prudential and safeguarding requirements is treated as discharging equivalent DAP/TCP
obligations.

Commentary

A regulated stablecoin issuer that also provides custody services could simultaneously face
duplicated obligations under both frameworks. The payment function should take primary
regulatory precedence where the two frameworks overlap.

10.Payment Technology & Enablement, Scope, and Boundary

2 Monetary Authority of Singapore (MAS), Stablecoin Regulatory Framework (August 2023).
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Response

Clarify that payment technology and enablement services require legal or beneficial
control over funds, or discretion in initiating or determining the outcome of a transfer.

Commentary

There is a high risk of unintentionally capturing non-custodial wallet providers, software
developers, infrastructure providers, node operators, and APl services within the licensing
perimeter.

11.Definition of “Funds”, Scope Expansion

Response

Provide clearer criteria or safeguards for the designation of new “medium of exchange”
consistent with the policy intent.

Commentary

Without clear criteria, this broad discretion presents risks of inappropriate scope expansion
over time, capturing assets not intended to be regulated as payment instruments.
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12.Payment Facilitation, Control Threshold & BNPL

Response

Clarify that receipt of funds requires legal or beneficial control. Explicitly carve out
regulated BNPL arrangements where repayments are made to the provider, not onward
to the merchant.

Commentary

This ambiguity creates the risk of capturing entities without custody or discretion, such as
relayers and smart contract infrastructure. Furthermore, BNPL arrangements require a
specific carve-out to clarify they fall outside payment facilitation and PTES definitions.

13.Segregation vs. On-Chain Composability

Response

Allow equivalent on-chain safeguarding mechanisms where outcomes (segregation,
protection of end-user funds, and auditability) are demonstrably achieved.

Commentary

The current requirements present severe operational challenges for tokenised systems and
composable smart contract architectures.
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14.Tokenised SVF, Single Currency Constraint

Response

Clarify treatment or allow flexibility for multi-currency/tokenised payment instruments.

Commentary

This requirement may unintentionally exclude multi-currency, basket, or programmable
payment instruments, artificially constraining innovation in tokenised payment design.

15.Transitional Periods are Insufficient

Response

Extend the default transition period to 6 months for existing AFSL holders and 12 months
for new AFSL applicants.

Commentary

A one-month window for currently licensed NCPF providers to apply for new SVF
authorisations will create a massive administrative bottleneck for both applicants and ASIC.
Given these entities are already regulated, a longer transition window poses negligible risk
and ensures providers can meaningfully update PDSs, policies, and frameworks without
rushing to meet arbitrary deadlines.
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16.Exemption Fragmentation (Single Payee & Credit Facility)

Response

Extend both the single payee exemption and the credit facility exclusion to explicitly
cover payment services.

Commentary

Without this extension, a provider operating under the single payee exemption for a product
may still be caught by the payment services framework for the exact same activity, creating
regulatory duplication. Similarly, if a BNPL provider issues its own card, the credit facility
exclusion must cover both the product and the associated payment facilitation services.

17.Simplified AFSL Authorisation Structure

Response

Consolidate these into a single "payment services" or "payment products" AFSL
authorisation category.

Commentary

Many providers offer multiple payment functions. Forcing them to obtain and maintain
separate authorisations for each specific function creates an unnecessary administrative
burden with no corresponding consumer protection benefit.
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18.Ministerial Designation Power & "End User" Clarity

Response

Mandate public consultation and specific materiality thresholds for Ministerial
designations. Clarify the definition of "end user".

Commentary

Any designation elevating a provider to APRA-level regulation should be subject to
mandatory public consultation, merits review, and adequate transition periods. Additionally,
the concept of "end user" requires strict legislative clarification, particularly for corporate
clients, cross-border remittance chains, and multi-party payment architectures.
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