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I. INTRODUCTION

Judy T. Chen

On July 18, 2025, the Guiding and Establishing Na-
tional Innovation for U.S. Stablecoins (GENIUS) Act (the
“GENIUS Act”) was signed into law by President
Trump, a pivotal moment for stablecoins, and a signifi-
cant legislative development for the United States dig-
ital assets industry.2 The GENIUS Act creates a com-
prehensive regulatory framework for licensing and
supervision of payment stablecoin issuers in the
United States. Through this regulatory framework, the
GENIUS Act aims to prioritize consumer protection,
strengthen the U.S. dollar’s reserve currency status in the world, and bol-
ster U.S. national security through compliance with anti-money laundering
and regulations. It requires payment stablecoins to be backed by strong
reserve requirements, aligns state and federal stablecoin frameworks, and
requires clear and conspicuous redemption procedures, among other key
requirements. This Article provides a general background on stablecoins
and their use cases, outlines the GENIUS Act’s legislative history, and pro-
vides a summary of the provisions of the GENIUS Act, including related
activity that occurred after its enactment and the pending rulemaking and
reports required under the GENIUS Act.

II. STABLECOINS BACKGROUND

Before examining the regulatory framework for payment stablecoins un-
der the GENIUS Act, below is the context for stablecoins generally. Stable-

1. The author thanks Emily Callahan, part of Chapman’s Finance Law Pro-
gram, for her significant contributions to this Article. Emily’s future law school
and employer will be fortunate to have her.
2. Guiding and Establishing National Innovation for U.S. Stablecoins Act,
S. 1582, 119th Cong. (2025), Public Law 119–27, 139 Stat. 419.
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coins are digital assets recorded on distributed ledger technologies (“DLTs”)3

that are pegged to a reference value and designed to maintain a stable
value.4 Stablecoins function as a gateway to the crypto ecosystem, bridging
DLTs and fiat currencies.5 Stablecoins facilitate transactions on the crypto
ecosystem by serving as the underlying asset that allows market partici-
pants to convert to and from fiat currency for crypto transactions.6 Stable-
coins are useful as a means of payment and store of value for transactions,
particularly due to the volatility of Bitcoin and other cryptocurrencies.7

A. Different Types of Stablecoins.
One taxonomy of stablecoins is based on the stabilization mechanism or

the strategy used to maintain its target price relative to the referenced as-
set.8 Stabilization mechanisms for stablecoins vary depending on whether
the stablecoins are collateralized or not.9 Collateralized stablecoins can be
further differentiated as “off-chain collateralized” or “on-chain collateral-
ized.” Off-chain collateralized stablecoins are backed by assets such as
bank deposits or other cash-like instruments from the traditional financial
system, or by physical assets like gold, silver, or other tangible commodi-
ties.10 Since these assets are not tokenized on a blockchain, the stablecoins
are called “off-chain” and require a custodian to hold the collateral until
redemption.11 Payment stablecoins authorized by the GENIUS Act fall into

3. A DLT is a decentralized database distributed across multiple devices that
are cryptographically secured and use a consensus mechanism to synchronize
the database across their devices instead of relying on a centralized adminis-
trator, e.g., a blockchain is a form of DLT where lists of records, or blocks, are
chained in sequence. Gordon Y. Liao & John Caramichael, Stablecoins: Growth
Potential and Impact on Banking, Bd. of Governors of the Fed. Reserve Sys.:
Int’l Fin. Discussion Papers 1 (2022).
4. Liao, supra note 3, at 4.
5. Douglas Arner, Raphael Auer & Jon Frost, BIS Working Papers No 905 Sta-
blecoins: risks, potential and regulation, Bank for Int’l Settlements (November
2020) 6, https://www.bis.org/publ/work905.pdf; The Next-Generation Mon-
etary and Financial System, BIS Annual Econ. Rep. (2025) 82, https://www
.bis.org/publ/arpdf/ar2025e3.pdf.
6. Garth Baughman et al., FEDS Notes: The Stable in Stablecoins, Bd. of Gov-
ernors of the Fed. Reserve Sys. (Dec. 16, 2022), https://www.federal
reserve.gov/econres/notes/feds-notes/the-stable-in-stablecoins-20221216.html.
7. Douglas Arner, Raphael Auer & Jon Frost, BIS Working Papers No
905: Stablecoins: risks, potential and regulation 6 (Bank for Int’l Settle-
ments, November 2020); Annual Economic Report 2025: III. The next-
generation monetary and financial system 82 (Bank for Int’l Settlements, June
2025); Baughman, supra note 6.
8. Baughman, supra note 6.
9. Id.
10. Id.
11. Id.
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this category because they are collateralized by U.S. dollar reserves held
by a custodian. The most globally accepted stablecoins of this type, and
overall, are Tether’s USDT and Circle’s USDC dollar-linked stablecoins. As
of February 2026, USDT and USDC together account for approximately
83.7% of the total volume of stablecoin transactions.12 Tether also offers
XAUt, its gold-backed stablecoin issued through an El Salvador-domiciled
company, each representing one fine troy ounce of gold that meets the
London Bullion Market Association Good Delivery standard.13 On the
other hand, on-chain collateralized stablecoins are supported by crypto
assets that exist as tokens on a blockchain. Their collateral is managed
through smart contracts, so there is no need for an issuer or custodian to
oversee claims.14 The fourth largest stablecoin in circulation is DAI, an on-
chain collateralized stablecoin that consists of overcollateralized debt po-
sitions using Ethereum and other crypto assets, with its holder managing
risk parameters and setting interest rates and collateral types.15

In contrast, uncollateralized or algorithmic stablecoins are designed to
maintain a stable value or peg without holding reserve assets.16 Instead,
they use smart contracts and algorithms—a set of rules and strategies—to
dynamically adjust the supply of stablecoins in response to user demand,
aiming to keep the stablecoins’ exchange rate in line with a reference cur-
rency.17 Algorithmic stablecoins can be further categorized into two types
based on their stabilization mechanism: the rebase model and the coupon
model.18 The rebase model adjusts the supply of stablecoins based on their
prevailing market price, where the total supply is reduced or increased at
regular time intervals for all holders and is proportional to the percentage
of price increase/decrease from the peg.19 The coupon model also adjusts
the supply of stablecoins to match demand, but gives incentives or rewards
to stablecoin owners to change their holdings based on the direction of
deviation from the reference currency. A coupon model is also referred to
as a “dual-token model” or a “seigniorage model” because the typical
mechanism involves a relationship with a second crypto asset token, where
arbitrage opportunities between the two help maintain the peg, and relies
on the issuance of new tokens and the sale of related tokens relying on

12. Total Stablecoins Market Cap, DefiLama, https://defillama.com/stable
coins/.
13. Gold Made Easy: XAUt is a digital token, backed by physical gold, Tether Gold,
https://gold.tether.to/.
14. Baughman, supra note 6.
15. Becca Bratcher, Top 5 Stablecoins by Market Cap and How to Use Them, Forbes
(June 29, 2025), https://www.forbes.com/sites/digital-assets/article/top-5-
stablecoins-market-cap-how-to-use/.
16. Baughman, supra note 6; Liao, supra note 3, at 4.
17. Baughman, supra note 6; Liao, supra note 3, at 4.
18. Baughman, supra note 6.
19. Id.
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market incentives.20 In both the rebase and coupon models, controlling the
price of the stablecoin through supply only works if market participants
believe the value of the stablecoins will return to the peg, but fear of further
downward deviation from the peg may cause holders to sell, which gen-
erates a run on the stablecoin.21 However, if both the stablecoin and the
associated crypto asset token lose value simultaneously, the mechanism can
fail, potentially cause a “run” and lead to a “de-peg,” or “death spiral.”
TerraUSD (“UST”), an algorithmic stablecoin that operated on the “coupon
model,” collapsed in May 2022 after it lost its peg to the U.S. dollar.22 The
system relied on a relationship with its sister token, LUNA, using smart
contracts to maintain stability.23 When UST began to de-peg, large-scale
withdrawals and selling pressure triggered a rapid decline in both UST’s
and LUNA’s prices.24 The algorithmic mechanism failed to restore the peg,
leading to a “death spiral” where the value of both tokens plummeted,
wiping out $50 billion in market value, illustrating the risks and vulnera-
bilities of algorithmic stablecoins that rely on volatile collateral. Due to the
potential high risk associated with these types of stablecoins, uncollater-
alized or algorithmic stablecoins are not permitted under the GENIUS Act.

B. Use Cases.
The buzz and growth around stablecoins are driven by and indicative

of the strength of their current and future use cases. We explore the current
use cases, future applications, and their potential below.

Digital Assets Markets.
As discussed in the general background for stablecoins above, stable-

coins are used to trade digital assets and serve as an on-and-off ramp from
fiat currency to digital assets recorded on blockchains.25 This broad cate-
gory of transaction is by far the most significant use case for stablecoins

20. Baughman, supra note 6; Liao, supra note 3, at 4; David Krause, Algorithmic
Stablecoins: Mechanisms, Risks, and Lessons from the Fall of TerraUSD, 1, 8 (Jan. 11,
2025), https://ssrn.com/abstract=5092827 or http://dx.doi.org/10.2139/ssrn
.5092827. Seigniorage refers to government revenue from the manufacture of
coins calculated as the difference between the face value and the metal value
of the coins.
21. Baughman, supra note 6; Liao, supra note 3, at 4; Krause, supra note 20, at 8.
22. The Trades That Triggered TerraUSD’s Collapse, Chainalysis (June 9, 2022),
https://www.chainalysis.com/blog/how-terrausd-collapsed/; Jiageng Liu,
Igor Makarov & Antoinette Schoar, Anatomy of a Run: The Terr Luna Crash, Nat’l
Bureau of Econ. Rsch. Working Papers Series 31160 36–37 (Apr. 2023),
http://www.nber.org/papers/w31160.
23. The Trades That Triggered TerraUSD’s Collapse, supra note 22; Liu et al., supra
note 22, at 36–37.
24. The Trades That Triggered TerraUSD’s Collapse, supra note 22; Liu et al., supra
note 22, at 36–37.
25. Liao, supra note 3, at 6.
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currently, making up approximately 92% of total transaction value in 2024
at about $24 trillion.26 This use case is expected to only grow along with
access to and trading of digital assets as proper classification and market
structure are put in place through the Digital Asset Market Clarity Act of
2025 (the “CLARITY Act”).

Programmability.
Another attribute of stablecoins that will continue to foster innovation

and develop new use cases is their programmability and ability to allow
for composability of services. “Composability” means stablecoins can in-
teroperate with smart contracts to create new and different payment and
other financial services.27 Stablecoins currently support, and will continue
to support, decentralized blockchain-based cryptocurrency markets and
services (“DeFi”), such as market-making, trading, lending, derivatives,
and investing without using any traditional centralized intermediary.28

Growth and development in DeFi will continue to drive growth in the use
of stablecoins.29

Payments.
Perhaps the most talked-about impact of stablecoins is in the payments

space, where they facilitate fast, peer-to-peer, and cross-border payments.
The total transaction value of stablecoin payments, encompassing peer-to-
peer, business-to-consumer and business-to-business transactions, as well
as treasury and foreign exchange settlements, is about 5% at $1.3 trillion.30

While dwarfed in numbers by digital market transactions, positive attrib-
utes in terms of settlement time and cost will improve user experience and
drive down the costs of payments.31 Stablecoin transactions offer near-in-
stant settlements, within seconds to minutes, that are significantly faster
than many traditional payment methods, such as ACH transfers or wire
transfers.32 Stablecoin transactions also charge minimal per-transaction fees
($0.01 per transaction) compared to other payment types.33 These speed
and cost advantages, along with global scalability and the ability to offer
24/7/365 settlement, will continue to improve business profitability by re-
ducing payment costs for all businesses.34

26. Kunal Jhanji et al., White Paper: Stablecoins: Five Killer Tests to
Gauge Their Potential 6 (Boston Consulting Group, 2025) https://media-
publications.bcg.com/Stablecoins-five-killer-tests-to-gauge-their-potential.pdf.
27. Liao, supra note 3, at 8.
28. Id.
29. Id.
30. Id.
31. Sam Broner, How Stablecoins Will Eat Payments, and What Happens Next,
a16zcrypto (Dec. 12, 2024), https://a16zcrypto.com/posts/article/how-stable
coins-will-eat-payments/.
32. Kunal Jhanji et al., supra note 26, at 5; Broner, supra note 31.
33. Kunal Jhanji et al., supra note 26, at 5; Broner, supra note 31.
34. Kunal Jhanji et al., supra note 26, at 5; Broner, supra note 31.
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C. GENIUS Act’s Path to Law.
Enactment of the GENIUS Act was made possible only by the pro-digital

assets and crypto assets position taken by the current administration,
which is an about-face compared to the previous administration’s position
that saw regulators effectively debank the crypto industry and aggressively
regulate through enforcement actions.35 Three days into the administration,
on January 23, 2025, Executive Order 14178, entitled Strengthening American
Leadership in Digital Financial Technology, was issued, setting the goal to
promote the United States’ leadership in digital assets and financial tech-
nology and setting the tone for all of the momentum that led up to the
enactment of the GENIUS Act and beyond.36

The GENIUS Act was initially introduced in the Senate in February 2025
and reintroduced in May 2025.37 It passed the Senate on June 17, 2025, with
a bipartisan majority of 68-30. The House also introduced a substantially
similar companion legislation, known as the Stablecoin Transparency and Ac-
countability for a Better Ledger Economy, that did not proceed beyond com-
mittee. In mid-July, the House held “Crypto Week,” during which it con-
sidered key pieces of crypto legislation and passed the GENIUS Act on July
17, 2025, along with the CLARITY Act. President Trump signed the GE-
NIUS Act into law the next day.

III. OVERVIEW OF THE GENIUS ACT

A. What Is a “Payment Stablecoin”?
A payment stablecoin, as defined by the GENIUS Act, is a digital asset

that is, or is designed to be, used for payment.38 A key feature of payment
stablecoins, distinct from other crypto assets, is that payment stablecoins
are tied to a fixed monetary value,39 often a fiat currency. Payment stable-
coins are digital assets that their issuer is:40 (i) obligated to convert, redeem,
or repurchase a fixed amount of monetary value (not including another

35. Fact Sheet: The President’s Working Group on Digital Asset Markets Releases
Recommendations to Strengthen American Leadership in Digital Financial Technol-
ogy, The White House 5 (July 30, 2025), https://www.whitehouse.gov/fact-
sheets/2025/07/fact-sheet-the-presidents-working-group-on-digital-asset-
markets-releases-recommendations-to-strengthen-american-leadership-in-
digital-financial-technology/.
36. Exec. Order No. 14178, Strengthening American Leadership in Digital Fi-
nancial Technology, 90 Fed. Reg. 8647 (Jan. 23, 2025) https://www.white
house.gov/presidential-actions/2025/01/strengthening-american-leadership-
in-digital-financial-technology/.
37. S.394 - GENIUS Act of 2025, Congress.Gov (2025), https://www.congress
.gov/bill/119th-congress/senate-bill/394/all-actions; Text: S. 1582 - Genius Act,
Congress.Gov (2025), https://www.congress.gov/bill/119th-congress/senate-
bill/1582.
38. GENIUS Act, Pub. L. No. 119-27, 139 Stat. 419, § 2(22)(A)(i) (2025).
39. Id. at § 2(22)(A)(i).
40. Id. at §§ 2(22)(ii)(I), (II).
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digital asset) and (ii) represents that they will maintain or create the rea-
sonable expectation that the stablecoin will hold a stable value relative to
the value of a fixed amount of monetary value. The GENIUS Act explicitly
excludes various other digital assets from the definition of payment sta-
blecoins, including national currency, FDIC-insured deposits (including
those using distributed ledger, or blockchain, technology), and securities
as defined in the Securities Act of 1933 or the Investment Company Act of
1940.41 Corresponding amendments are made to exclude payment stable-
coins from the definition of security in each of the Investment Advisers Act
of 1940, the Investment Company Act of 1940, the Securities Act of 1933,
the Securities Exchange Act of 1934, the Securities Investor Protection Act
of 1970, and the Commodity Exchange Act.42

B. Who Are the Permitted Payment Stablecoin Issuers?
The GENIUS Act lays out the types of entities authorized to issue pay-

ment stablecoins, explicitly requiring formation in the United States,43 un-
less the entity qualifies under certain criteria outlined below.44 Permitted
payment stablecoin issuers (“PPSIs”) must fall into one of three categories:
(1) subsidiaries of insured depository institutions approved to issue pay-
ment stablecoins, (2) Federal-qualified payment stablecoin issuers,45 or
(3) State-qualified payment stablecoin issuers.46 In determining whether to
approve a payment stablecoin issuer’s application, the regulators must con-
sider the ability of the applicant to meet the requirements set forth in the
requirements section (Section III.C. below); any history of insider trading
or other financial fraud by officers of the applicant; the compliance history
of the officers, directors, and shareholders of the applicant; the redemption
policy of the applicant; and any other factors necessary for safety and
soundness.47

Foreign stablecoin issuers.
Foreign stablecoin issuers are permitted to issue payment stablecoins48

if they meet certain requirements. A foreign issuer must have the techno-

41. Id. at § 2(22)(B)(i)–(iii).
42. Id. at § 17.
43. Id. at § 2(23).
44. GENIUS Act, Pub. L. No. 119-27, 139 Stat. 419, § 18 (2025).
45. A nonbank entity (defined as a person that is not a depository institution
or subsidiary of a depository institution); an uninsured national bank that is
chartered by and approve by the OCC to issue stablecoins; and a federal branch
that is approved by the OCC to issue stablecoins. Id. at § 2(11).
46. An entity that is legally established under state law and approved by a
state regulator to issue payment stablecoins; and is not an uninsured national
bank, a federal branch, an insured depository institution or a subsidiary of any
of these entities. Id. at § 2(31).
47. Id. at § 5(c).
48. An issuer of a payment stablecoins that is organized under the laws of or
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logical capacity to comply with (and must actually comply with) any lawful
order.49 A foreign issuer must be subject to regulation and supervision by
a foreign regulator that the Secretary of the Treasury determines is com-
parable to the U.S. regulatory and supervisory regime under the GENIUS
Act (and only upon the recommendation from each other member of the
Stablecoin Certification Review Committee).50 Such foreign issuers must
also be registered with the OCC and hold reserves in a U.S. financial in-
stitution sufficient to meet the liquidity demands of U.S. customers.51 The
GENIUS Act also allows the Secretary of the Treasury to create reciprocal
arrangements between the United States and other jurisdictions with com-
parable regulatory regimes (including those requirements outlined in sec-
tion c below), anti-money laundering and counterterrorism programs, and
adequate supervisory and enforcement capacity to facilitate such transac-
tions with USD-denominated payment stablecoins.52 The GENIUS Act fur-
ther mandates that the foreign jurisdiction in which the issuer is based may
not be subject to comprehensive economic sanctions and may not be a
jurisdiction of primary money laundering concern.53 Restrictions on pub-
licly traded non-financial companies.

Publicly traded companies not predominantly engaged in financial ac-
tivities are expressly prohibited from issuing payment stablecoins, unless
a unanimous vote of the Stablecoin Certification Review Committee deter-
mines that such issuance would not pose a material risk to U.S. banking
or overall economic stability, the company will comply with various con-
sumer data use limitations, and the issuance of such stablecoin is not con-
ditioned on a paid purchase.54

C. What Are the Requirements Imposed on Stablecoin Issuers?
To become a PPSI, entities must comply with various reserves, disclo-

sures, and operational requirements. The GENIUS Act lays out specific
approval processes for federal regulators to follow when considering sta-
blecoin issuer applications, setting out specific review and notice periods,
including that if a decision is not rendered within the required timeline,

domiciled in a foreign country, a territory of the United States and not a PPSI.
Id. at § 2(12).
49. GENIUS Act, Pub. L. No. 119-27, 139 Stat. 419, § 8(a)(1) (2025).
50. GENIUS Act Implementation, 90 Fed. Reg. 45159, 45160 (Sept. 19, 2025).
The Stablecoin Certification Review Committee consists of the Secretary of the
Treasury, Chair of the Board of Governors of the Federal Reserve System (or
the Vice Chair for Supervision, as delegated by the Chair of the Board of Gov-
ernors of the Federal Reserve System), and the Chair of the FDIC; GENIUS Act
§ 18(a)(1)–(3).
51. GENIUS Act § 18(a)(1)–(3).
52. Id. at § 18(d)(1).
53. Id. at § 18(a)(4).
54. Id. at § 4(a)(11)(B).
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the application is deemed approved.55 Regulators are required to consider
the specific proposed issuer’s (i.e., the subsidiary of the insured depository
institution) financial condition56 as it relates to their ability to meet 1:1 re-
serve requirements,57 publicly disclose their redemption policy,58 and pub-
lish the composition of their reserves on their website on a monthly basis.59

These reserves may not be pledged, rehypothecated,60 or reused by the
issuer, except in limited circumstances.61 The GENIUS Act requires issuers
to have monthly examinations by public accounting firms and for CEOs
and CFOs to certify the accuracy of the monthly report.62 It further specifies
that issuers with more than $50 billion in consolidated total outstanding
issuance must prepare an annual financial statement and disclose the state-
ment to the public and its regulator.63 The GENIUS Act also mandates that
regulators implement capital requirements, liquidity standards, reserve as-
set diversification standards, and compliance and IT risk management
principles (including Bank Secrecy Act and sanctions compliance rules).64

The GENIUS Act clarifies that stablecoin issuers will be treated as financial
institutions for purposes of the Bank Secrecy Act (the “BSA”) and are thus
subject to requirements related to sanctions, money laundering, customer
identification, and due diligence set out in the BSA.65

PPSIs are limited in the activities they may pursue. They may only: issue
payment stablecoins; redeem payment stablecoins; manage stablecoin re-
serves—including by purchasing, selling, holding reserve assets, or pro-
viding custodial services for reserve assets—and provide custodial services
for payment stablecoins, required reserves, or private keys of stablecoins.66

Notably, PPSIs may not condition stablecoin issuance on the customer’s
purchase of another paid product or service as an “anti-tying” prohibition67

and may not pay stablecoin holders interest or yield solely in connection
with the stablecoin itself.68

Overview of federal and state regulatory regimes.
The GENIUS Act clarifies that issuers with less than $10 billion in out-

standing stablecoin issuance can opt into state regulatory regimes if they

55. Id. at § 5.
56. GENIUS Act, Pub. L. No. 119-27, 139 Stat. 419, § 5(c)(1) (2025).
57. Id. at § 4(a)(1)(A).
58. Id. at § 4(a)(1)(B).
59. Id. at § 4(a)(1)(C).
60. The prohibition on rehypothecation in this context prohibits the issuer from
using the required reserves for other purposes, undermining the issuer’s ability
to maintain a stable value relative to the U.S. dollar.
61. GENIUS Act, Pub. L. No. 119-27, 139 Stat. 419, § 4(a)(2) (2025).
62. Id. at § 4(a)(3).
63. Id. at § 4(a)(10).
64. Id. at § 4(a)(4).
65. Id. at § 4(a)(5).
66. Id. at § 4(a)(7).
67. GENIUS Act, Pub. L. No. 119-27, 139 Stat. 419, § 4(a)(8) (2025).
68. Id. at § 4(a)(11).
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are “substantially similar” to the federal regime.69 The determination of
whether a regulatory structure qualifies as “substantially similar” is to be
made by the Stablecoin Certification Review Committee.70 Accounting for
the growth of the industry, the GENIUS Act outlines that if an issuer that
initially has less than $10 billion in assets surpasses that cap, it must either
(1) shift to follow federal guidelines or (2) obtain a waiver to allow it to
continue following state guidelines from federal regulators.71

Preemption of state licensing requirements.
The GENIUS Act explicitly supersedes and preempts state licensing and

chartering laws for federally qualified payment issuers and subsidiaries of
insured depository institutions or credit unions approved to issue stable-
coins.72 This preemption does not allow for federal law to preempt state
law for insured depository institutions chartered in that state.73 The GE-
NIUS Act also expressly permits state supervision of subsidiaries of insured
depository institutions.74 State-chartered depository institutions that have
a subsidiary that is a PPSI may transmit money or provide custodial ser-
vices through the permitted issuer in any state, but only if the state-chartered
depository institution is subject to various home state laws.75 These home
state requirements include holding adequate liquidity, capital require-
ments, and regular reassessments by state regulators of these liquidity and
capital holdings.76

In considering the applicability of state laws, the GENIUS Act clarifies
that, notwithstanding other laws, including consumer protection laws, host
state laws only apply to activities conducted in a host state by an out-of-
state State-qualified payment stablecoin issuer to the same extent the laws
apply to activities conducted in the home state by an out-of-state Federal-
qualified payment stablecoin issuer.77 If such host state law does not apply,
the home state laws of a State–qualified issuer govern the activities of that
State–qualified issuer.78

D. Bankruptcy Treatment of Stablecoin Reserves.
The GENIUS Act revises the U.S. Bankruptcy Code to insulate customer

reserve assets from general creditors.79 The GENIUS Act adds a new section
to the Bankruptcy Code, providing that a remaining claim by a stablecoin
holder will have priority over all other claims—including expenses and

69. Id. at § 4(c)(2).
70. Id. at § 4(c).
71. Id. at § 4(d).
72. Id. at § 5(h).
73. GENIUS Act, Pub. L. No. 119-27, 139 Stat. 419, § 5(h) (2025).
74. Id. at § 5(h).
75. Id. at § 16(d).
76. Id. at § 16(d)(1).
77. Id. at § (7)(f)(1).
78. Id. at § (7)(f)(2).
79. GENIUS Act, Pub. L. No. 119-27, 139 Stat. 419, § 11(e) (2025).
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administrative claims that typically receive top priority—but this priority
is limited to the extent the issuer failed to maintain reserves as properly
required.80

E. Extraterritorial Impact.
The GENIUS Act is intended to have extraterritorial effect if conduct

involves the offer or sale of a stablecoin to a person located in the United
States.81

IV. FEDERAL MARKET STRUCTURE LEGISLATION UNCERTAIN

During the same Crypto Week that the GENIUS Act was passed, the
Digital Asset Market Clarity Act of 2025 (H.R. 3633), known as the CLAR-
ITY Act, passed the House, moving forward this digital asset “market
structure” legislation to further define crypto assets subject to the jurisdic-
tion of each of the SEC and CFTC. The House passed the Senate’s version
of the GENIUS Act unchanged, but proposed amendments to the GENIUS
Act in the CLARITY Act. These amendments include revisions to the def-
inition of digital asset service providers, outlining of monthly reporting
obligations and reserve requirements, limitations on non-financial entities’
ability to control PPSIs, changes allowing commodity-backed payment sta-
blecoins, and carve outs for self-custody and peer-to-peer transactions from
regulatory oversight.82

The adoption or any further amendments to these CLARITY Act pro-
visions that impact the GENIUS Act are unknown and will depend on the
Senate’s legislative activities 5.

Following the House’s passage of the CLARITY Act, the Senate has been
drafting competing market structure legislation: the Responsible Financial
Innovation Act of 2025 (the “RFIA”). The Senate Banking Committee issued
an initial 32-page draft in July 2025, and on September 5, 2025, shared a
182-page updated discussion draft of the RFIA.83 The RFIA has not pro-
gressed further than a discussion draft, but it proposes new terms, i.e. “an-
cillary assets,” “ancillary asset originators,” and requires the SEC to create
final rules governing investment contracts.84 Notably, the discussion draft
would also treat all digital asset service providers as financial institutions
for BSA purposes, imposing sanctions, AML, KYC, and due diligence com-
pliance requirements.85 While digital assets legislation has carried tremen-

80. Id. at § 11(d); see 11 U.S.C.A. § 507(e).
81. GENIUS Act, Pub. L. No. 119-27, 139 Stat. 419, § 3(e) (2025).
82. CLARITY Act, H.R. 3633, 119th Cong. § 512 (2025).
83. https://www.jonesday.com/en/insights/2025/09/senators-release-up
dated-discussion-draft-of-the-responsible-financial-innovation-act-of-2025.
84. RFIA, §§2(1), 105; https://fm.cnbc.com/applications/cnbc.com/resources/
editorialfiles/2025/09/05/Market_Structure-Discussion-Draft-9-5-25.pdf.
85. RFIA, 201; https://fm.cnbc.com/applications/cnbc.com/resources/edito
rialfiles/2025/09/05/Market_Structure-Discussion-Draft-9-5-25.pdf.
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dous momentum throughout 2025, given the RFIA discussion draft, pas-
sage of a broader market structure legislation during 2025 is unlikely but
remains a key agenda item for the current administration.

V. GENIUS ACT-RELATED ACTIVITIES AFTER ENACTMENT

Since the GENIUS Act became law, the prudential financial regulators
(OCC, Federal Reserve, and FDIC) issued their Joint Statement on Crypto-
Asset Safekeeping by Banking Organizations on July 14, 2025 (the “Joint
Statement”), addressing crypto asset safekeeping services, such as safe-
keeping as a fiduciary or non-fiduciary service provider.86 Banks should
assess the risks of providing crypto asset safekeeping services, including
implementing a risk governance framework appropriate to the evolving
nature of crypto assets and addressing asset volatility.87 In particular, the
Joint Statement focuses on the primary risk around compromise or loss of
cryptographic keys or other sensitive information that could result in the
loss of crypto assets or the unauthorized transfer of the crypto assets from
the bank’s control.88 For control, banks need to reasonably demonstrate that
no other party, including the customer, has access to information sufficient
to unilaterally transfer the crypto asset out of the control of the bank and
that taking possession of cryptographic keys may not be enough to dem-
onstrate “control” of the crypto assets.89 Additional risk management issues
include ensuring secure generation of keys and contingency planning for
lost or compromised keys by determining whether key management sys-
tems remain adequate, considering technological developments.90 Other
risk management considerations include analyzing each crypto asset before
safekeeping, evaluating relevant technical, operational, strategic, market,
legal, and compliance considerations for each asset and its underlying
ledger, and staying apprised of material developments related to each as-
set.91 Banks should also consider the benefits and risks associated with
different account models, e.g., omnibus accounts may be more efficient than
separate accounts that require more management, but omnibus accounts
are also a larger target for theft.92 The Joint Statement reiterates that, like
other banking activities, crypto asset safekeeping is subject to the Bank
Secrecy Act and OFAC requirements, and banks should follow third-party
risk management guidance when working with external service providers.

86. News Release 2025-68, Agencies Issue Joint Statement on Risk-Manage-
ment Considerations for Crypto-Asset Safekeeping, Off. of the Comptroller
of the Currency (July 14, 2025), https://www.occ.gov/news-issuances/news-
releases/2025/nr-ia-2025-68.html.
87. Id.
88. Id.
89. Id.
90. Id.
91. Id.
92. Off. of the Comptroller of the Currency, supra note 86.
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Regular audits are essential, and cybersecurity risks are especially signifi-
cant due to the technology-dependent nature of crypto assets.93

On August 18, 2025, as required by the GENIUS Act, the Treasury issued
a Request for Comment to identify innovative or novel methods, tech-
niques, or strategies that regulated financial institutions use, or have the
potential to use, to detect illicit activity involving digital assets.94 The Trea-
sury asks commenters about application program interfaces, artificial in-
telligence, digital identity verification, and the use of blockchain technol-
ogy and monitoring.95 These innovative tools are critical to advancing
efforts to address illicit finance risks, but can also present new resource
burdens for financial institutions for acquisition and integration. As re-
quired by the GENIUS Act, the Treasury will use public comments to in-
form research on the effectiveness, costs, privacy and cybersecurity risks,
and other considerations related to these tools. The comment period will
end on October 17, 2025.

VI. GENIUS ACT RULEMAKING AND REPORTS

The Joint Statement and the Request for Comment discussed above rep-
resent a fraction and just the beginning of the rulemaking and reporting
activity that the GENIUS Act calls for. Each of the FDIC, Federal Reserve,
OCC and NCUA (a “primary federal payment stablecoin regulator”), the
Treasury Secretary, and/or each state payment stablecoin regulator shall
promulgate regulations to carry out the GENIUS Act through appropriate
notice-and-comment rulemaking, many by July 18, 2026 (one year after
enactment of the GENIUS Act).96 The primary federal payment stablecoin
regulators and the Treasury Secretary should coordinate, as appropriate,
on the issuance of regulations to implement the GENIUS Act.97 The re-
quired regulations under the GENIUS Act are set out throughout the
GENIUS Act as summarized in the chart below.

GENIUS
Act Section Required Rulemaking

Responsible
Regulator Deadline

§ 3(c)-(d) Issuance and treatment of pay-
ment stablecoins

Treasury Secre-
tary

July 18, 2026
(one year after
enactment)

93. Id.
94. Request for Comment on Innovative Methods to Detect Illicit Activity In-
volving Digital Assets, 90 Fed. Reg. 40148 (Aug. 18, 2025).
95. Id.
96. GENIUS Act, Pub. L. No. 119-27, 139 Stat. 419, § 13(a) (2025).
97. Id. at § 13(b).
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GENIUS
Act Section Required Rulemaking

Responsible
Regulator Deadline

§ 4(a)(4) Capital, liquidity, risk manage-
ment, amendments to capital
requirements

FDIC, Federal
Reserve, OCC
and NCUA and
any applicable
State Payment
Stablecoin Regu-
lator

July 18, 2026
(one year after
enactment)

§ 4(b) General regulations for finan-
cial stability and implementa-
tion of the principal require-
ments of § 4(a)

OCC, in coordi-
nation with
other relevant
payment stable-
coin regulators

July 18, 2026
(one year after
enactment)

§ 4(h) General regulations for imple-
mentation of and compliance
with the principal requirements
of § 4(a)

FDIC, Federal
Reserve, OCC
and NCUA and
any applicable
State Payment
Stablecoin Regu-
lator

July 18, 2026
(one year after
enactment)

§ 5(a)(2)(A) Processes for applications by,
and regulation and supervision
of, Federal-qualified payment
stablecoin issuers

FDIC, Federal
Reserve, OCC
and NCUA

July 18, 2026
(one year after
enactment)

§ 5(g) Regulation of payment stable-
coin issuance

FDIC, Federal
Reserve, OCC
and NCUA

July 18, 2026
(one year after
enactment)

§ 7(e)(1)(B) Federal Reserve backup en-
forcement authority against
State-qualified permitted pay-
ment stablecoin issuers in un-
usual and exigent circum-
stances

Federal Reserve July 18, 2026
(one year after
enactment)

§ 7(e)(1)(B) Office of the Comptroller of the
Currency backup enforcement
authority against State-quali-
fied permitted payment stable-
coin issuers that are nonbanks
in unusual and exigent circum-
stances

OCC July 18, 2026
(one year after
enactment)

§ 8(b)(3)(B) Criteria regarding resumption
of compliance by a foreign pay-
ment stablecoin issuer

Treasury Secre-
tary

July 18, 2026
(one year after
enactment)
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GENIUS
Act Section Required Rulemaking

Responsible
Regulator Deadline

§ 18(c)(1)(E) Standards for registration re-
quests and appeals process of
foreign payment stablecoin is-
suers

OCC July 18, 2026
(one year after
enactment)

§ 4(a)(5)(B) Rules applying BSA/AML and
sanctions obligations to permit-
ted payment stablecoin issuers

Treasury Secre-
tary

Unclear—July
18, 2026 (one
year after enact-
ment) deadline
may apply

§ 4(a)(8)(B) Rules implementing the anti-
tying provision and permitting
exceptions

Federal Reserve,
in consultation
with the FDIC,
Federal Reserve,
OCC and NCUA
as related to ex-
ceptions to the
anti-tying provi-
sion

No deadline—
regulators
“may” issue
such orders

§ 4(a)(12)(D) Rules clarifying the application
of ownership limitations, in-
cluding restrictions on payment
stablecoin issuance by U.S.
public companies and compa-
nies not domiciled in the
United States that are “not pre-
dominantly engaged” in finan-
cial activities

Stablecoin Certi-
fication Review
Committee
(Treasury Secre-
tary, Federal Re-
serve Chair, and
FDIC Chair)

July 18, 2026
(one year after
enactment)

§ 4(c)(2) Principles for assessment of
whether state regulatory frame-
works are “substantially simi-
lar” to federal frameworks

Treasury Secre-
tary

Unclear—July
18, 2026 (one
year after enact-
ment) deadline
may apply

§ 4(c)(4) Certifications from state pay-
ment stablecoin regulators that
the state-level regulatory re-
gime satisfies applicable criteria
and is “substantially similar” to
the federal framework, and an-
nual recertifications of the accu-
racy of the initial certification

State Payment
Stablecoin Regu-
lator

July 18, 2026
(one year after
enactment)
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GENIUS
Act Section Required Rulemaking

Responsible
Regulator Deadline

§ 4(c)(7) Established process for expe-
dited review of state regimes
for substantial similarity to the
federal regime if the state has a
prudential regulatory regime in
effect by January 14, 2026

Stablecoin Certi-
fication Review
Committee
(Treasury Secre-
tary, Federal Re-
serve Chair, and
FDIC Chair)

Unclear—pro-
cess must be in
effect by Janu-
ary 14, 2026 to
enable expe-
dited review

§ 7(d) State-level requirements for
state-qualified payment stable-
coin issuers may be issued to
the same extent as federal regu-
lations

State Payment
Stablecoin Regu-
lator

No deadline—
regulators
“may” issue
such orders

§ 9(a) Public comment on anti-money
laundering innovation

Treasury Secre-
tary

Beginning Au-
gust 17, 2025 for
a period of 60
days

§ 9(d) Rulemaking to mitigate illicit fi-
nancial activity

FinCEN July 18, 2028
(three years af-
ter enactment)

§ 10(c)(2)(C) Prescribe terms and conditions
under which exceptions to cus-
tody requirements apply

FDIC, Federal
Reserve, OCC
and NCUA

No deadline—
regulators
“may” issue
such orders

§ 12 Assessment of the necessity of
interoperability standards
among permitted payment
stablecoin issuers and the
broader digital finance eco-
system

FDIC, Federal
Reserve, OCC
and NCUA, in
consultation
with NIST

Unclear—July
18, 2026 (one
year after enact-
ment) deadline
may apply

§ 16(b) Review of existing regulations
applicable to regulated entities

FDIC, Federal
Reserve, OCC
and NCUA

Unclear—July
18, 2026 (one
year after enact-
ment) deadline
may apply

§ 18(b)(6) Issuance of rules that may be
required to regulate foreign
payment stablecoin issuers of-
fering and selling payment
stablecoins in the United States

Treasury Secre-
tary

July 18, 2026
(one year after
enactment)
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GENIUS
Act Section Required Rulemaking

Responsible
Regulator Deadline

§ 18(d)(3) Creation and implementation
of reciprocal arrangements or
bilateral agreements between
the U.S. and comparable pay-
ment stablecoin regulatory re-
gimes

Treasury Secre-
tary

July 18, 2027
(two years after
enactment)

In addition to the rulemaking activity summarized above, the GENIUS
Act also requires the primary federal payment stablecoin regulators, the
Treasury Secretary and/or the Attorney General to produce reports for
the Committee on Banking, Housing, and Urban Affairs of the Senate, the
Committee on Financial Services of the House or Representative, or the
Director of the Office of Financial Research, as summarized below.

GENIUS
Act Section Required Reports

Responsible
Regulator Due Date

§ 3(c) Justification for the determina-
tion of Unusual and Exigent
Circumstances in approving
safe harbors

Treasury Secre-
tary

Prior to issuing
such safe harbor

§ 4(a)(6)(C) National security coordination
with permitted payment stable-
coin issuers

Attorney Gen-
eral and Trea-
sury Secretary

July 18, 2026
(one year after
enactment)

§ 5(e) Notification to Congress upon
beginning the processing of ap-
plications from prospective per-
mitted payment stablecoin issu-
ers

FDIC, Federal
Reserve, OCC
and NCUA

As-needed

§ 5(e) Annual reports to Congress on
applications from prospective
permitted payment stablecoin
issuers that have been pending
for at least 180 days

FDIC, Federal
Reserve, OCC
and NCUA

Annually

§ 8(c)(4) Reports regarding secondary
trading of a payment stablecoin
issued by a foreign payment
stablecoin issuer

Treasury Secre-
tary

As-needed
within seven
days after the
applicable
waiver or li-
cense is issued
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GENIUS
Act Section Required Reports

Responsible
Regulator Due Date

§ 9(e) Report addressing illicit fi-
nance-related recommenda-
tions, including detection, risk
assessment, and legislative rec-
ommendations

Treasury Secre-
tary

January 14, 2026
(180 days after
enactment)

§ 11(h) Report providing findings of a
study regarding insolvency
proceedings of permitted pay-
ment stablecoin issuers

FDIC, Federal
Reserve, OCC
and NCUA

July 18, 2028
(three years af-
ter enactment)

§ 13(c) Report confirming and describ-
ing regulations issued to carry
out the GENIUS Act

Federal Banking
Agencies (FDIC,
Federal Reserve,
OCC)

January 14, 2026
(180 days after
enactment)

§ 14(a)(2) Report providing findings of a
study of non-payment stable-
coins, including endogenously
collateralized stablecoins

Treasury Secre-
tary

July 18, 2026
(one year after
enactment)

§ 15(a) Report providing information
on the status of the payment
stablecoin industry, including
trends, applications for permit-
ted payment stablecoin issuer
status, and potential financial
stability risks

FDIC, Federal
Reserve, OCC
and NCUA and
any applicable
State Payment
Stablecoin Regu-
lator

July 18, 2026
(one year after
enactment)

§ 15(b) Incorporation of the above re-
port into its annual report to
Congress pursuant to the
Dodd-Frank Act

Financial Stabil-
ity Oversight
Council

Annually, begin-
ning July 18,
2026 (one year
after enactment)

VII. CONCLUSION

Overall, the GENIUS Act sets out a comprehensive legislative and reg-
ulatory framework for addressing the growing stablecoins industry. With
the many use cases for stablecoins, their growth will continue, and esti-
mates suggest that total stablecoin value will reach $2 trillion by 2028.98

This substantial growth comes with additional risks and unknowns, such
as risks related to maintaining reserve stability, runs without a safety mech-
anism, opportunities for fraud or sanctions evasion, and the unknown true

98. Francine McKenna, In Stablecoins We Trust?, Chicago Book Rev. (Aug. 5,
2025), https://www.chicagobooth.edu/review/in-stablecoins-we-trust.
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costs associated with mitigating these risks.99 Despite these risks, the grow-
ing demand for a near-instant, 24/7/365 global payment system remains
strong. The GENIUS Act aims to minimize the risks to both consumers and
the broader economic system by requiring reserve backing, public disclo-
sures, audits, and compliance with AML standards. With the enactment of
the GENIUS Act, now regulators are tasked with tackling the rulemaking
and reporting requirements under the GENIUS Act to achieve an effective
regulatory framework that manages risk, promotes market stability, and
protects the interests of consumers and market participants.

99. Id.; Ashley Lannquist, Stablecoins Are Trending, But What Frictions and Risks
are Getting Overlooked?, Atlantic Council (July 8, 2025), https://www
.atlanticcouncil.org/blogs/econographics/stablecoins-are-trending-but-what-
frictions-and-risks-are-getting-overlooked/.
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