SULLIVAN & CROMWELL Memo July 18, 2025

Stablecoin Legislation

The GENIUS Act Is Enacted, Establishing a Regulatory Framework for
Stablecoins Issued or Sold in the United States

Summary

Today, President Trump signed into law the “Guiding and Establishing National Innovation for U.S.

Stablecoins Act” or the “GENIUS Act.”* The GENIUS Act establishes a regulatory framework for “payment
stablecoins” and their issuers. The GENIUS Act was passed by the U.S. Senate on June 17, 2025, by a vote
of 68 to 30, and by the U.S. House of Representatives yesterday, by a vote of 308 to 122.

The GENIUS Act permits payment stablecoins to be issued in the United States only by “permitted payment
stablecoin issuers” (“PPSIs”). Additionally, U.S. digital asset intermediaries, custodians and exchanges (so-
called “digital asset service providers”) will be permitted to offer or sell payment stablecoins to persons in the
United States if the payment stablecoins are issued by a PPSI or a qualifying foreign stablecoin issuer.
Depending on the type of entity and the amount of payment stablecoins it has issued, an entity may be
approved, and then regulated and supervised, by either a federal or state regulator (or by both a federal and
state regulator in the case of a PPSI initially regulated at the state level that must “transition” to federal
regulation after issuing more than $10 billion in outstanding payment stablecoins). A foreign issuer may offer
and sell payment stablecoins in the United States (including through an intermediary) if the issuer is subject to
requirements “comparable” to those applicable to PPSIs and if the issuer becomes subject to reporting,
supervision and examination as determined by the OCC, among other requirements.

For a detailed summary of the GENIUS Act, please refer to our Memorandum to Clients of June 23, 2025.

Next Steps

Effective date and issuance of regulations. The GENIUS Act will take effect on the earlier of (i) January 18,
2027 (18 months from today) and (ii) 120 days after the date on which the “primary federal payment
stablecoin regulators” (i.e., the FDIC, Federal Reserve, NCUA and OCC) issue final regulations implementing

the statute.?2 The GENIUS Act directs each federal payment stablecoin regulator, each state payment

1 Guiding and Establishing National Innovation for U.S. Stablecoins Act or GENIUS Act, S. 1582, 119th Cong.
(2025).

2 Although the federal payment stablecoin regulators are required to coordinate with each other, with the
Secretary of Treasury and with the state payment stablecoin regulators to issue regulations implementing the
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stablecoin regulator and the Secretary of the Treasury to coordinate with each other, as appropriate, to
promulgate regulations by no later than July 18, 2026 (one year from today) to carry out the statute “through
appropriate notice and comment rulemaking.”® The GENIUS Act specifies topics that must be addressed in
the regulations required to be issued in the next year, including (among others): implementing requirements
that will be applicable to PPSils; establishing processes to accept applications from entities that seek federal
approval to become PPSIs and to regulate federal qualified PPSls; determining the “unusual and exigent
circumstances” in which federal regulators (the Federal Reserve and/or OCC) may exercise their backup
enforcement authority against state-regulated PPSIs; and addressing the requirements that foreign payment
stablecoin issuers must satisfy to offer and sell payment stablecoins in the United States. The GENIUS Act
also directs or permits regulators to issue other regulations and take other actions to implement the statute
and to produce several reports regarding payment stablecoins, digital assets and related topics. For a full list

of these regulations, actions and reports, please refer to the Appendix to this Memorandum.

Potential further statutory changes. The House passed the GENIUS Act unchanged from the version passed
by the Senate. However, the House also proposed amendments to the GENIUS Act in the “Digital Asset
Market Clarity Act of 2025” or the “CLARITY Act of 2025,”* which is the digital asset “market structure”
legislation that passed the House yesterday by a vote of 294 to 134. The CLARITY Act would, among other

things, delineate the regulatory jurisdiction of the SEC and CFTC with respect to non-stablecoin digital assets
(i.e., cryptocurrencies). A separate memorandum summarizing the proposed provisions of the CLARITY Act
is forthcoming.

The provisions in the CLARITY Act that would amend the GENIUS Act would, if enacted, do the following:

o Replace the GENIUS Act’s definition of “digital asset service provider.” Under the GENIUS Act, a PPSI
may, with approval of its primary payment stablecoin regulator, act as a digital asset service provider and
engage in activities incident to being a digital asset service provider.5 Digital asset service providers are
subject to restrictions on the payment stablecoins that they may offer, sell or make available in the United
States (generally only those issued by PPSIs or foreign payment stablecoin issuers that satisfy

requirements related to compliance with both lawful federal orders and reciprocal arrangements that may

GENIUS Act, it is not clear how the effective date of the statute would be determined if the federal payment
stablecoin regulators do not issue the required regulations at the same time. In that case, it is not clear if the
effective date would be determined as the date that is 120 days after the first federal payment stablecoin
regulator or after the final federal payment stablecoin regulator issues final regulations to implement the
GENIUS Act (assuming, in either case, that the applicable date is before January 18, 2026).

3 GENIUS Act, § 13(a)-(b).
4 H.R. 3633, 119th Cong. (2025).
5 GENIUS Act, § 4(a)(7)(B).

4933-1740-3221 v4 2


https://www.congress.gov/bill/119th-congress/house-bill/3633/text
https://www.congress.gov/bill/119th-congress/house-bill/3633/text

SULLIVAN & CROMWELL

be entered into between the Treasury Department and foreign jurisdictions).® The GENIUS Act currently
defines a digital asset service provider in a manner similar to the manner in which the Financial Action
Task Force defines “virtual asset service provider,” though with exclusions, for example, in respect of
distributed ledger protocols, self-custody wallet software and validation of transactions.” The CLARITY
Act’'s amendments would instead define a digital asset service provider as any entity registered or
required to be registered with the SEC or CFTC.8

o Establish internal control requirements for PPSIs. The CLARITY Act would add requirements to the
GENIUS Act, under which PPSIs must establish and maintain adequate internal controls in respect of
(among other things) the assets they hold as reserves to back their outstanding payment stablecoins and
obtain annual attestation reports from a public accounting firm as to the effectiveness of those controls.®

¢ Modify limitations on the persons that may own PPSIs. The GENIUS Act currently prohibits a company
with securities listed in the United States or otherwise required to file periodic reports with the SEC and
not “predominantly engaged” in one or more financial activities from issuing payment stablecoins—either
directly or through any “wholly or majority owned subsidiaries or affiliates”—unless the new Stablecoin
Certification Review Committee unanimously finds that the public company will satisfy broad
requirements relating to systemic risk, privacy and “tying” of services offered to consumers.1° The
CLARITY Act's amendments would instead provide that no company (public or private) that derives a
majority of its revenue from non-“financial activities”'! may control a PPSI.12 This restriction, however,

would not apply to control of a PPSI that is a depository institution or a subsidiary of an insured or

6 GENIUS Act, 8§ 3(b), 8(a)(1), (b)(1)(B).

7 GENIUS Act, § 2(7); see Financial Action Task Force, Updated Guidance for a Risk-Based Approach:
Virtual Assets and Virtual Asset Service Providers at 109 (Oct. 2021), available at https://www.fatf-
gafi.org/content/dam/fatf-gafi/guidance/Updated-Guidance-VA-VASP.pdf.coredownload.inline.pdf.

8 CLARITY Act, § 512(1) (amending GENIUS Act, § 2(7)). Under the CLARITY Act, a person could facilitate
transactions in various digital assets—including payment stablecoins and other digital assets that are not
“digital commodities” or securities—without being required to register with the CFTC or SEC. Such a person
therefore would not be a digital asset service provider under the amendments that the CLARITY Act would
make to the GENIUS Act.

9 CLARITY Act, 8 512(2)(A) (amending GENIUS Act, § 4(a)(3)).

10 GENIUS Act, § 4(a)(12). The Stablecoin Certification Review Committee is composed of the Treasury
Secretary, the Federal Reserve Chair (or the Vice Chair for Supervision, as delegated by the Federal Reserve
Chair) and the Chair of the FDIC.

11 For this purpose, “financial activities” would have the same meaning as under Section 4(k) of the Bank
Holding Company Act of 1956 (the “BHC Act”), 12 U.S.C. § 1843(k), and would also expressly include certain
stablecoin-related activities. Financial activities would also include additional activities that are determined by
the Federal Reserve, in consultation with the Treasury Secretary and the OCC, to be financial activities for
this purpose.

12 CLARITY Act, § 512(2)(B) (amending GENIUS Act, § 4(a)(12)).
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uninsured depository institution; these exclusions from the restriction could have the effect of permitting
companies that derive a majority of their revenue from non-financial activities to have several options to
nonetheless control a PPSI.13

e Provide for issuance of commodity-backed stablecoins under state regulatory frameworks. The CLARITY
Act’'s amendments would provide that an issuer may, pursuant to applicable state regulations, issue
commodity-backed payment stablecoins. These stablecoins would be defined similarly to the GENIUS
Act’s existing definition of “payment stablecoins”—commodity-backed stablecoins would be digital assets
used or designed to be used for payment or settlement that are “denominated in a highly liquid, publicly
traded physical commodity, such as gold” and are redeemable by the issuer for a fixed amount of that
commodity.14

¢ Codify a right to self-custody digital assets and engage in peer-to-peer transactions. The CLARITY Act
would amend the GENIUS Act to provide that a U.S. individual has the right to maintain a hardware or
software wallet for the purpose of facilitating the individual’s self-custody of digital assets. U.S. individuals
would also have the right to engage in peer-to-peer digital asset transactions with other unsanctioned
individuals or entities (other than financial institutions subject to the Bank Secrecy Act) for lawful

purposes.t®

Whether these amendments to the GENIUS Act are ultimately adopted will depend on the Senate’s
consideration of digital asset market structure legislation, which may not begin in relevant Senate committees

until after the Senate’s August recess.

13 For example, under this provision, a parent company of an insured depository institution that is not a “bank”
for purposes of the BHC Act, such as an industrial loan company, could indirectly control a PPSI subsidiary of
that insured depository institution. In those circumstances, the parent company would potentially be subject to
neither (i) the GENIUS Act requirement that a majority of the company’s revenues are derived from financial
activities or (ii) the BHC Act, including its restrictions on non-banking and non-financial activities. A parent
company could also potentially not be subject to these restrictions if it controls a PPSI that is an uninsured
depository institution, provided that the institution is not a “bank” for purposes of the BHC Act (e.g., because it
does not accept deposits or engage in the business of making commercial loans, see 12 U.S.C.

§ 1841(c)(1)).

14 CLARITY Act, 8§ 512(3) (adding section 21 to the GENIUS Act).
15 CLARITY Act, § 512(3) (adding section 22 to the GENIUS Act).
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Appendix

Rulemakings and Reports to Be Completed Under the GENIUS Act

A. Regulations required within one year to carry out the GENIUS Act

By July 18, 2026 (one year after enactment), section 13 of the GENIUS Act requires each primary federal
payment stablecoin regulator (i.e., the FDIC, Federal Reserve, OCC and NCUA), the Treasury Secretary
and each state payment stablecoin regulator to promulgate regulations to carry out the GENIUS Act

through appropriate notice-and-comment rulemaking. Under the statute, they should coordinate, as

appropriate, on the issuance of regulations to implement the GENIUS Act.
The regulations that must be completed in accordance with this requirement include the following:

1. Issuance and treatment of payment stablecoins (section 3(c)-(d)). The Treasury Secretary shall issue

regulations to implement limits on issuance and treatment of payment stablecoins, including with respect to:

e the provision making it unlawful for any person other than a PPSI to issue a payment stablecoin in the
United States, provided that the Treasury Secretary may issue regulations providing limited safe harbors
from this prohibition;

o the prohibition on offers or sales in the United States by a digital asset service provider of payment
stablecoins issued by persons other than PPSIs or specified foreign payment stablecoin issuers; and

¢ the requirement that no payment stablecoin other than one issued by a PPSI may be (i) treated as cash
or a cash equivalent for accounting purposes; (ii) eligible as cash or a cash equivalent margin and
collateral for certain regulated market participants; or (iii) acceptable as a settlement asset to facilitate
wholesale payments between banking organizations or by a payment infrastructure to facilitate exchange

and settlement among banking organizations.

2. Capital, liquidity, risk management and other requirements (section 4(a)(4)(A)). The FDIC, Federal
Reserve, NCUA and OCC (i.e., the primary federal payment stablecoin regulators) and any applicable state

payment stablecoin regulator shall issue regulations to implement the following requirements for PPSIs:

e capital requirements, which (i) must be tailored to the business model and risk profile of PPSIs; (ii) may
not exceed requirements that are sufficient to ensure the ongoing operations of PPSIs; and (iii) in the
case of the primary federal payment stablecoin regulators, may include capital buffers tailored to the
business model and risk profile of PPSIs if determined to be necessary to ensure the ongoing operations
of PPSls;

e aliquidity standard that reflects the statute’s requirements with respect to the reserve assets that are

eligible to back outstanding payment stablecoins;
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e reserve asset diversification (including deposit concentration at banking institutions) and interest rate risk
management standards, which (i) must be tailored to the business model and risk profile of PPSIs; and
(i) may not exceed standards that are sufficient to ensure the ongoing operations of PPSIs; and

e operational, compliance and information technology risk management principles-based requirements and
standards, including Bank Secrecy Act and sanctions compliance standards, which must be (i) tailored to

the business model and risk profile of PPSIs and (ii) consistent with applicable law.

3. Amendments to capital requirements for banking organizations (section 4(a)(4)(C)(iv)). Each of the FDIC,
Federal Reserve and OCC (i.e., the “appropriate federal banking agencies”) shall amend or otherwise modify
its regulations to implement a “building block” approach to the amount of capital that would be required to be
maintained by a banking organization (i.e., an insured depository institution, bank holding company or savings
and loan holding company) in respect of a subsidiary PPSI. Under this approach, the ultimate level of capital
that the banking organization must maintain in respect of its subsidiary PPSI must be a level no greater than
the amount of capital required to be maintained directly at the PPSI under the capital rules to be promulgated

under the statute and specifically applicable to PPSIs (see item 2 above).16

4. General OCC regulations (section 4(b)). The OCC shall, in coordination with other relevant primary federal
payment stablecoin regulators (i.e., the FDIC, Federal Reserve and NCUA) and state payment stablecoin
regulators, issue such regulations and orders as necessary to ensure financial stability and implement

several of the principal requirements applicable to PPSIs (i.e., those applicable under section 4(a)).

5. General regulations to establish a payment stablecoin regulatory framework (section 4(h)). The FDIC,
Federal Reserve, NCUA and OCC (i.e., the primary federal payment stablecoin regulators) shall, and state
payment stablecoin regulators may, issue regulations relating to PPSIs as may be necessary to establish a
payment stablecoin regulatory framework necessary to administer and carry out several of the principal
requirements applicable to PPSIs (i.e., those applicable under section 4), including to establish conditions and
to prevent evasion thereof. The regulations issued by the FDIC, Federal Reserve, NCUA and OCC (i.e., the
primary federal payment stablecoin regulators) under this provision shall be issued in coordination with the

other primary federal payment stablecoin regulators.

6. Processes for applications by, and regulation and supervision of, federal qualified PPSIs (section
5(@)(2)(A)). The FDIC, Federal Reserve, NCUA and OCC (i.e., the primary federal payment stablecoin
regulators) shall issue regulations to implement processes in respect of federal qualified PPSlIs, including

regarding:

16 These regulations must be issued by the earlier of (i) July 18, 2026 (one year after enactment) and (ii) the
date on which the federal payment stablecoin regulations issue the regulations described under item 2 above.
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e receiving, reviewing and considering for approval applications from (i) any insured depository institution
that seeks to issue payment stablecoins through a subsidiary and (ii) any nonbank entity, federal branch
or uninsured national bank that seeks to issue payment stablecoins as a federal qualified PPSI; and

e establishing a process and framework for the licensing, regulation, examination and supervision of these

PPSiIs that prioritizes their safety and soundness.

7. Regulation of payment stablecoin issuance (section 5(g)). The FDIC, Federal Reserve, NCUA and OCC
(i.e., the primary federal payment stablecoin regulators) shall issue rules necessary for the regulation of the
issuance of payment stablecoins. These rules may not impose requirements other those specified under

section 4.

8. Federal Reserve backup enforcement authority (section 7(e)(1)(B)). The Federal Reserve shall issue rules
that set forth the “unusual and exigent circumstances” in which it may pursue an enforcement action against a

state qualified PPSI or an institution-affiliated party of that PPSI.

9. OCC backup enforcement authority (section 7(e)(2)(B)). The OCC shall issue rules that set forth the
“unusual and exigent circumstances” in which it may pursue an enforcement action against a state-qualified

PPSI that is a nonbank entity.

10. Criteria regarding resumption of compliance by a foreign payment stablecoin issuer (section 8(b)(3)(B)).
The Treasury Secretary shall specify the criteria that a foreign payment stablecoin issuer that was previously
designated as noncompliant with a “lawful order” (a term that generally includes an order under federal law to
seize, freeze, burn or prevent the transfer of a payment stablecoin) must meet for the Treasury Secretary to

determine that the issuer is no longer noncompliant.

11. Standards for registration requests of foreign payment stablecoin issuers (section 18(c)(1)(E)). The OCC
shall issue rules relating to the standards for approval of requests from foreign payment stablecoin issuers to
register with the OCC (as required for a foreign issuer to offer or sell payment stablecoins using a digital asset

service provider) and the process for appealing denials of registration requests.

B. Other regulations or actions (other than reports) required or otherwise contemplated by the GENIUS Act
The GENIUS Act also requires or permits the primary federal payment stablecoin regulators (i.e., the FDIC,
Federal Reserve, OCC and NCUA), the Treasury Secretary and/or state payment stablecoin regulators
to issue various regulations or otherwise take actions to implement the GENIUS Act (note that reports are
discussed under C below). The statute provides deadlines for the issuance of certain of these regulations and
actions. With respect to regulations for which the statute does not specify required timing, the general timing
described above may apply, under which regulations to “carry out” the GENIUS Act must be issued by July

18, 2026 (one year after enactment).
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These other regulations and actions required or permitted under the GENIUS Act include the following:

1. Rules applying BSA/AML and sanctions obligations to PPSIs (section 4(a)(5)(B)). The Treasury Secretary
shall adopt rules, tailored to the size and complexity of PPSls, to implement the provision under which any
PPSI will be treated as a financial institution for purposes of the Bank Secrecy Act and, as such, will be
subject to all federal laws applicable to a financial institution located in the United States relating to economic
sanctions, prevention of money laundering, customer identification and due diligence. These rules must
include:

e maintenance of an effective AML program, which must include appropriate risk assessments and
designation of an officer to supervise the program;

e retention of appropriate records;

e monitoring and reporting of any suspicious transaction relevant to a possible violation of law;

e implementation of technical capabilities, policies and procedures to block, freeze and reject specific or
impermissible transactions that violate federal or state law;

¢ maintenance of an effective customer identification program, including identification and verification of
account holders with the PPSI, high-value transactions and appropriate enhanced due diligence; and

e maintenance of an effective sanctions compliance program, including verification of sanctions lists,

consistent with federal law.

2. Regulations implementing the anti-tying provision (section 4(a)(8)(B)). The Federal Reserve may issue
regulations as are necessary to carry out the statute’s prohibition on tying. Under this prohibition, a PPSI may
not condition the availability of any of its products or services on a customer also obtaining an additional paid
product or service from the PPSI or a subsidiary or not obtaining a product or service from the PPSI’s
competitor.

Additionally, the Federal Reserve may, in consultation with the other primary federal payment stablecoin
regulators (i.e., the FDIC, NCUA and OCC), permit such exceptions to the tying prohibition as the Federal
Reserve considers will not be contrary to the statute.

3. Application of ownership limitations (section 4(a)(12)(D)). By July 18, 2026 (one year after enactment), the
Stablecoin Certification Review Committee (composed of the Treasury Secretary, the Federal Reserve
Chair (or Vice Chair for Supervision, as delegated by the Federal Reserve Chair) and the FDIC Chair)
shall issue an “interpretive rule” clarifying the application of the ownership limitations in the GENIUS Act
under which:

e a U.S. public company “predominantly engaged” in one or more financial activities may not issue a

payment stablecoin—either directly or through any “wholly or majority owned subsidiaries or affiliates”—
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unless the Stablecoin Certification Review Committee unanimously finds that the public company will
satisfy certain broad requirements; and

e any company not domiciled in the United States that is not predominantly engaged in financial activities
may not issue a payment stablecoin unless unanimously approved by the Stablecoin Certification Review
Committee.

4. Principles for assessment of state regulatory frameworks (section 4(c)(2)). The Treasury Secretary shall,
through notice-and-comment rulemaking, establish broad-based principles for determining whether a state-
level payment stablecoin regulatory regime is “substantially similar” to the federal regulatory framework
applicable under the statute.

5. State regulatory certifications (section 4(c)(4)). By July 18, 2026 (one year after enactment), a state
payment stablecoin regulator shall submit to the Stablecoin Certification Review Committee an initial
certification that its state-level regulatory regime satisfies applicable criteria to be considered “substantially

similar” to the federal regulatory framework applicable under the statute.

A state payment stablecoin regulator shall annually, by a date to be determined by the Treasury
Secretary, submit to the Stablecoin Certification Review Committee a recertification that confirms the

accuracy of its initial certification.

6. Expedited certification of state regimes (section 4(c)(7)). The Stablecoin Certification Review Committee
shall take all necessary steps so that the certification process for determining whether a state-level regulatory
regime is “substantially similar” to the federal regulatory regime applicable under the statute occurs on an
expedited timeline with respect to any state that has in effect by January 14, 2026 (180 days after
enactment) a prudential regulatory regime (including regulations and guidance) for the supervision of digital

assets or payment stablecoins.

7. Requirements for state qualified PPSIs (section 7(d)). A state payment stablecoin regulator may issue
orders and rules with respect to several of the principal requirements applicable to PPSiIs (i.e., those
applicable under section 4) to the same extent that the federal payment stablecoin regulators may issue

orders and rules with respect to these requirements.

8. Public comment on anti-money laundering innovation (section 9(a)). Beginning on August 17, 2025 (30
days after enactment) and for a period of 60 days, the Treasury Secretary shall seek public comment to
identify innovative or novel methods, techniques or strategies that regulated financial institutions use, or have

the potential to use, to detect illicit activity, such as money laundering, involving digital assets.

9. Mitigation of illicit financial activity (section 9(d)). By July 18, 2028 (three years after enactment), the

Financial Crimes Enforcement Network (FinCEN) shall issue public guidance and notice-and-comment
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rulemaking, based on the results of research and risk assessments required under the statute, to address the

following:

e the implementation of innovative or novel methods, techniques or strategies by regulated financial
institutions to detect illicit activity involving digital assets;

e standards for payment stablecoin issuers to identify and report illicit activity involving the payment
stablecoin of a PPSI;

o standards for payment stablecoin issuers’ systems and practices to monitor transactions on blockchains,
digital asset mixing services, tumblers or other similar services; and

o tailored risk management standards for financial institutions interacting with decentralized finance

protocols.

10. Exceptions to custody requirements (section 10(c)(2)(C)). The FDIC, Federal Reserve, NCUA and OCC
(i.e., the primary federal payment stablecoin regulators) may, by rule, regulation or order, prescribe terms and
conditions under which a person engaged in the business of providing custodial or safekeeping services for
payment stablecoin reserves, payment stablecoins used as collateral or the private keys used to issue
payment stablecoins!’ may commingle payment stablecoin reserves, payment stablecoins, cash and other
applicable property, provided that the custodian complies with requirements of the applicable regulator to
separately account for, treat as and dealt with the property as belonging to the applicable PPSIs or

customers.

11. Interoperability standards (section 12). The FDIC, Federal Reserve, NCUA and OCC (i.e., the primary
federal payment stablecoin regulators), in consultation with the National Institute of Standards and
Technology, other relevant standard-setting bodies and state bank and credit union regulators, shall assess
and, if necessary, prescribe standards for PPSIs to promote compatibility and interoperability with other

PPSIs and the broader digital finance ecosystem.

12. Review of existing regulations applicable to regulated entities (section 16(b)). The FDIC, Federal
Reserve, NCUA and OCC (i.e., the primary federal payment stablecoin regulators) shall review all existing
guidance and regulations and, if necessary, amend or promulgate new regulations and guidance to clarify
that entities they regulate are authorized to engage in the payment stablecoin activities and investments
contemplated by the statute, including acting as a principal or agent with respect to any payment stablecoin

and payment of fees to facilitate customer transactions.

17 The statute generally limits the persons that may engage in such a custodial or safekeeping business to
persons subject to supervision or regulation by (i) the CFTC, FDIC, Federal Reserve, NCUA, OCC or SEC or
(i) a state bank or credit union supervisor that agrees to make certain information available to the Federal
Reserve.
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13. Qualification of foreign payment stablecoin issuers (section 18(b)(6)). By July 18, 2026 (one year after
enactment), the Treasury Secretary shall issue rules as may be required to carry out the provisions under
which a foreign payment stablecoin issuer that is not a PPSI may offer and sell payment stablecoins in the

United States (including through a digital asset service provider). These provisions require the following:

e the issuer be subject to regulation and supervision by a foreign payment stablecoin regulator that the
Treasury Secretary determines, on recommendation of each other member of the Stablecoin Certification
Review Committee, to have a payment stablecoin regulatory and supervisory regime “comparable” to the
regime applicable under the statute to PPSIs;

o the issuer register with the OCC and, in so doing, become subject to reporting, supervision and
examination by the OCC and consent to U.S. jurisdiction with respect to enforcement of the statute;

o the issuer hold reserves in a U.S. financial institution sufficient to meet liquidity demands of U.S.
customers, except as otherwise permitted under a reciprocal agreement entered into by the Treasury
Secretary (see item 14 below); and

e the foreign country in which the issuer is domiciled and regulated not be subject to comprehensive U.S.

sanctions or designated as a jurisdiction of primary money laundering concern.

14. Reciprocity agreements (section 18(d)(3)). The Treasury Secretary may create and implement reciprocal
arrangements or other bilateral agreements between the United States and jurisdictions with payment
stablecoin regulatory regimes that are “comparable” to the requirements established under the statute. The
Treasury Secretary should complete these arrangements by July 18, 2027 (two years after enactment). In
entering into the required agreements, the Treasury Secretary shall consider whether a jurisdiction’s

requirements for payment stablecoin issuers include:

e similar requirements to several of the principal requirements applicable to PPSIs (i.e., those applicable
under section 4(a));

e adequate AML/CFT and sanctions compliance standards; and

e adequate supervisory and enforcement capacity to facilitate international transactions and interoperability

with U.S. dollar-denominated payment stablecoins issued overseas.

C. Reports required by the GENIUS Act

The GENIUS Act requires the primary federal payment stablecoin regulators (i.e., the FDIC, Federal
Reserve, OCC and NCUA), the Treasury Secretary and the Attorney General to produce reports to be
delivered in most cases to the Senate Banking Committee and the House Financial Services Committee. The

statute provides deadlines by which these reports must be delivered.

The reports required under the GENIUS Act include the following:
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1. National security coordination with PPSIs (section 4(a)(6)(C)). By July 18, 2026 (one year after
enactment), the Attorney General and Treasury Secretary shall deliver a report on the coordination that the
Treasury Secretary is required to undertake with a PPSI before taking any action to block and prohibit
transactions in property and interests in property of a foreign person to ensure that the PPSI is able to

effectively block a payment stablecoin of the foreign person upon the payment stablecoin’s issuance.!8

2. Pending applications (section 5(e)). Each of the FDIC, Federal Reserve, NCUA and OCC (i.e., the primary
federal payment stablecoin regulators) shall notify Congress upon beginning to process applications from

prospective PPSIs.

Each of the FDIC, Federal Reserve, NCUA and OCC (i.e., the primary federal payment stablecoin
regulators) shall report annually to Congress on applications from prospective PPSIs that have been pending
for at least 180 days and for which the applicant has been informed that the application remains incomplete.

3. Waivers for noncompliant foreign payment stablecoin issuers (section 8(c)(4)). The Treasury Secretary
shall deliver a report!® any time that a waiver or license is issued that would permit secondary trading of a
payment stablecoin issued by a foreign payment stablecoin issuer that is the target of a Treasury
determination directing digital asset service providers not to facilitate secondary trading of the issuer’s
payment stablecoins. Such waivers or licenses may be issued for national security, intelligence, law
enforcement or other reasons. Any such report must be delivered no later than seven days after the
applicable waiver or license is issued and must include the facts and circumstances justifying the waiver or

license.

4. lllicit finance-related recommendations (section 9(e)). By January 14, 2026 (180 days after enactment), the

Treasury Secretary shall submit a report addressing the following:

e legislative and regulatory proposals to allow regulated financial institutions to develop and implement
novel and innovative methods, techniques or strategies to detect illicit activity involving digital assets;

o the results of related research and risk assessments that are required under the statute;

o efforts to support the ability of financial institutions to implement novel and innovative methods,
techniques or strategies to detect illicit activity involving digital assets;

e the extent to which transactions on distributed ledgers, digital asset mixing services, tumblers or other

similar services may facilitate illicit activity; and

18 This required coordination does not require the Treasury Secretary to notify any PPSI of any intended
action to block and prohibit transactions before taking that action.

19 Any such report must be delivered to the chairs and ranking members of the Senate Banking Committee
and House Financial Services Committee.
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¢ legislative recommendations relating to the scope of the term “‘digital asset service provider” and the
application of that term to decentralized finance.

5. Insolvency proceedings involving PPSIs (section 11(h)). By July 18, 2028 (three years after enactment),
the FDIC, Federal Reserve, NCUA and OCC (i.e., the primary federal payment stablecoin regulators) shall
deliver a report providing findings of a study regarding potential insolvency proceedings of PPSIs that

includes an examination of the following:

e existing gaps in the bankruptcy laws and rules for PPSIs;
e the ability of payment stablecoin holders to be paid out in full in the event a PPSI is insolvent; and
o the utility of orderly insolvency administration regimes and whether any additional authorities are needed

to implement such regimes.

6. Rulemaking under the GENIUS Act (section 13(c)). By January 14, 2026 (180 days after enactment), each
of the FDIC, Federal Reserve and OCC (i.e., the federal banking agencies)?° shall deliver a report confirming

and describing the regulations issued to carry out the statute.

7. Non-payment stablecoins (section 14(a)(2)). By July 18, 2026 (365 days after enactment), the Treasury
Secretary shall deliver a report that describes its findings from a study of non-payment stablecoins, including
endogenously collateralized stablecoins,?! including an analysis of (i) the categories of non-payment
stablecoins, including the benefits and risks of technological design features; (ii) the participants in non-
payment stablecoin arrangements; (iii) utilization and potential utilization of non-payment stablecoins; (iv) the
nature of reserve compositions; (v) types of algorithms being employed; (vi) governance structure, including
aspects of decentralization; (vii) the nature of public promotion and advertising; and (viii) the clarity and

availability of consumer notices disclosures.

8. Payment stablecoin industry (section 15(a)). Beginning July 18, 2026 (one year after enactment) and
annually thereafter, the FDIC, Federal Reserve, NCUA and OCC (i.e., the primary federal payment

stablecoin regulators), in consultation with the state payment stablecoin regulators as necessary, shall

20 |t is not clear if this reporting requirement, which applies to each federal banking agency, applies to the
NCUA. The NCUA is a federal payment stablecoin regulator, but is not an “appropriate Federal banking
agency,” as defined in the GENIUS Act, or a “Federal banking agency,” as defined in the Federal Deposit
Insurance Act (12 U.S.C. § 1813(z2)).

21 The statute defines an endogenously collateralized payment stablecoin as a digital asset (i) the originator of
which has represented will be converted, redeemed or repurchased for a fixed amount of monetary value;

and (ii) that relies solely on the value of another digital asset created or maintained by the same originator to
maintain the fixed price.
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deliver a report?? on the status of the payment stablecoin industry, including with respect to (i) a summary of
trends in payment stablecoin activities; (ii) a summary of the number of applications from prospective PPSlIs,
including aggregate approvals and rejections; and (iii) a description of the potential financial stability risks

posed to the safety and soundness of the broader financial system by payment stablecoin activities.

The Financial Stability Oversight Council shall incorporate the findings of this report in the report that it is
required to deliver annually to Congress pursuant to the Dodd-Frank Act.23

22 This report must be delivered to the Director of the Office of Financial Research, in addition to the

Senate Banking Committee and House Financial Services Committee.
s See 12 U.S.C. § 5322(a)(2)(N).
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