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Advanced Technology and Intelligent Operations centres.

Our 699,000 people deliver on the promise of technology and human ingenuity every
day, serving clients in more than 120 countries. We embrace the power of change to
create value and shared success for our clients, people, shareholders, partners and
communities.

Visit us at www.accenture.com

About the Tech Council of Australia

The TCA is Australia’s peak industry body for the tech sector.

The TCA has set three goals for the tech sector in Australia:

» Employ 1.2 million people in tech-related jobs by 2030
 Contribute $250 billion to GDP from tech-related activity by 2030
» Make Australia the best place to start and scale a company

Working collaboratively with governments, businesses and the community, the TCA’s
focus is on supporting growth and local and global investment in the Australian tech
sector, creating more Australian jobs and pathways into them, and partnering to
design safe and effective regulation.

Visit us at www.techcouncil.com.au



http://www.accenture.com/
http://www.techcouncil.com.au/

Digital assets (DA) have the potential to transform our lives offering significant time
and cost savings to individuals and businesses
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Australia could add up to $60B per / \

year to national GDP by 2030 by . o
supporting a responsible DA sector
underpinned by the appropriate
policy and regulatory settings

DA could contribute to a further
80% reduction in retail
payment costs by 2050

Consumers could save almost $4B
per year, or $160 per person by
using DA for international
transactions

DA could represent over 20% of
retail payments by 2050, or up to

100% of payments if a retail
CBDC is introduced

Appropriate policy action could

see 700-1000 new start-ups

and $15-20B in investment in
the DA sector in 2030

Australian businesses could save
200 million hours per year by
using DA to automate GST
compliance and administration

By unlocking the benefits of
DAOs, community groups and
businesses can automatically
and transparently spend funds

Blockchain and digital twin NFTs
can allow consumers and
businesses to verify provenance
and environmental impact of a
supply chain
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The DA sector could contribute
$10-15B in tax revenue in 2030

Instant settlement of business
transactions could benefit the
4,000 businesses each year
that fail due to poor cash flow

Merchants can save $300M per
year in losses avoided from fraud
due to the improved security of DA
over traditional payment cards

DA record-keeping can save small
businesses up to 400,000 hours
per year in preparing documents for
business loans



Executive summary

Trusted digital assets can transform
our lives.

Digital assets - such as private

stablecoins, Central Bank Digital Currencies
(CBDCs), tokens and cryptocurrencies - are a
collection of technologies that enable

digital representations of value to be
transferred, stored and traded electronically.

They are supported by complementary
innovations such as Blockchain, smart
contracts, Decentralised Autonomous
Organisations (DAOs) and Decentralised Finance
(DeFi) that are collectively decentralising
governance and administrative structures, and
enabling greater transparency and traceability in
transactions and decisions.

Trust is a critical component to a well-
functioning economy. Currently, this requires a
range of costly intermediaries and administration
activities. With digital assets, trust is embedded
in transactions through technology, offering
counterparties safety, efficiency and security in
an exchange.

Responsible digital assets innovation can
transform our lives. Digital assets can make
payments, transactions and interactions easier,
better and safer. They will allow easy and
accurate tracking of supply chains. They will save
thousands of hours of administration, and provide
greater protection from fraud.

>

Australia could be a leader in
responsible digital assets
innovation.

Despite the current downturn in the value of
cryptocurrencies, the digital assets sector
represents a significant opportunity for Australia.
With the appropriate policy settings and
regulations, the digital assets sector could add up
to $60B per year to the Australian economy.

Australia is well positioned to capture

this opportunity. Australia is a regional

financial hub with much of the infrastructure in
place to support a flourishing digital assets
sector. We have excellent digital inclusivity,
effective institutions, a successful RegTech
sector and have the capacity to materially
increase our data storage solutions —a key point
of difference with many of our regional peers.

Australia can play to these strengths to be a
leader in responsible digital asset innovation.

However, when compared to global peers, we
compare less favourably on a few key metrics. We
are facing a tech skills shortage as demand is
already outpacing supply and digital asset firms
across the nation struggle to secure staff. Fewer
digital asset startups and patents originate in
Australia versus other markets, indicating a lack of
innovation in the ecosystem. And finally,
investment into the sector is lagging peers.

A principles-based regulatory
approach will enable Australia to
become a leader in responsible
digital assets innovation.

Australia’s approach to the regulation of the
nascent sector can be described as
‘precautionary’. However, as the technology
matures and its potential impacts become
widespread, a more proactive and considered
approach to regulation should be taken.

Regulation of digital assets should support
four key objectives:

1.

2.

3.
4.

To support Australia to become a leader

in responsible digital asset innovation

To unlock economy-wide benefits of

digital assets technology

To promote financial and digital inclusion

To protect consumers, businesses and financial
stability.

To achieve these objectives, policymakers
should adhere to four guiding principles;

1.
2.
3.
4.

Outcomes-based regulation

Agile, iterative and collaborative design
Global market-focused

Risk-calibrated regulation.

This approach to regulating the industry could
catalyse $15-$20Bn in additional investment,
$10-8$15Bn in additional tax revenues, $160 per
person in transaction fee savings and 80 hours of
time saved per business annually by 2030.

Action is required to capture this
opportunity.

Many governments globally are moving to put in
place new frameworks for regulating digital
assets. The Monetary Authority of Singapore
issued guidance on Digital Token Offerings as far
back as 2017, the UK began its digital assets
journey in 2018 and in 2022 announced plans -
including the recognition of stablecoin as
payment - to make the UK a “global crypto-asset
technology hub”, and in March 2022 the Biden
Administration released an Executive Order on
digital assets policy.

Domestically, the Australian Government has
also taken positive steps to support the industry,
beginning a process of consultation with
industry regarding a number of the key steps
that need to be taken to regulate the sectorin a
responsible and sustainable way.

Australia has the opportunity to be a leader in
responsible digital asset innovation and use.

To do this, government and industry must work
together to design a modernised regulatory
framework, and a growth strategy for trusted
digital assets recognising the potential for this
sector to drive innovation, investment and jobs.
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Digital assets include a range of
technologies that enable digital
representations of value
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Digital assets (DA) encompass a range of emerging technologies supported by
complementary innovations

Exhibit 1: Taxonomy of DA technologies
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Central Bank. Digital Stablecoins Cryptocurrencies Security tokens Utility and community Non-fungible tokens
Currencies tokens
A virtual form of a sovereign A DA that can maintain a stable Tradable, non-backed, DA Tokens which provide a stake Provide owners with the right Certification of an asset (either
currency which is expected to value (backed), often pegged to which use cryptography to in an entity or asset, often to access a product or service digital or physical) as non-
typically serve as legal tender a commodity or record transactions on a generated through initial coin in the future, usually from the interchangeable and unique
fiat currency distributed ledger offerings (ICO) token issuer (e.g. artistic works, access
rights) recorded on a digital
ledger
= Swiss e-krona = The Gemini Dollar " E’Fher.eum = Bankera’s BNK token = Golem = Grimes’ WarNymph
= Chinese e-CNY = Tether * Bitcoin = Filecoin = Beeple's “Everydays: The
First 5000 Days”
A distributed public ledger of all Code that is programmed to execute Championed as the next iteration of the Organisations that are completely An approach to governing and
transactions that records automatically when certain conditions internet, Web 3.0 is based on blockchain democratic and run on smart administering transactions using smart
transactions made on the network are met technology, facilitating contracts with membership usually
decentralisation gained through token purchases
2020 2020 2021 2021 2018 .


https://www.europarl.europa.eu/thinktank/en/document/IPOL_STU(2020)648779
https://www.jbs.cam.ac.uk/wp-content/uploads/2020/08/2019-04-ccaf-global-cryptoasset-regulatory-landscape-study.pdf
https://assets-global.website-files.com/60f8038183eb84c40e8c14e9/61b78ea2bc97b671ca7a4d71_211213-DATS-Digital-Asset-Taxonomy-System-%20FINAL.pdf
https://milkeninstitute.org/report/taxonomy-digital-assets
https://www.oecd.org/finance/OECD-Blockchain-Primer.pdf

DA technologies can build confidence in transactions reducing the cost and
administration involved to develop trust

Exhibit 2: DA technology increases efficiency and innovation across the economy through automation of trust between parties
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FROM:
Trustin economictransactions built upon costly
intermediaries, contracts and administration

Bank transfers can take up to 3 days to settle as it
involves a complicated system of reconciliation
across intermediaries, correspondent banks and
custodial services.

Individual companies monitoring products within an
industry can find it difficult to track the movement
across the entire value chain.

Invoicing and payment require two parties to mutually

agree, sign and lodge paperwork to settle a transaction.

Consumers trade their personal information and data
for free access to social media.

Siloed approaches to software development with
limited ability to leverage and combine existing
products, services and innovations.

Operations of public companies, government and
charities are opaque requiring significant
administrative overhead to agree and execute
decisions.

TO:

Trustisembedded in transactions through
technology, offering counterparties safety,
efficiency and security in an exchange

Seamless instantaneous transactions through a
consensus, immutable record using CBDCs, stablecoins
and other digital assets.

Blockchain provides a mutually agreed decentralised
record of a product’s journey through its lifespan, where
all participants in the value chain can observe the
product’s status and movement.

Smart contracts enable invoicing payments to be
automated upon conditions being met, improving
supply chain and operations efficiency.

Users control their data and the ability to monetize it
themselves through community tokens.

Composability, where a mutually agreed foundation of
interoperable, permissionless open-source protocols
which can be combined and built upon by different
parties accelerates innovation to create new products and
services e.g. dApps

DAOs can increase public trust by making decisions and
transactions and procedures automated and
transparent.

natior : settlements (2020), CBInsights (2021); Analytics Insight (2021), CoinGeek

Trust is a critical component to a well-
functioning economy as both parties in a
transaction need to have confidence that
obligations by the counterparty will be
fulfilled.

A range of services and intermediaries have
evolved over time to build trust between two
parties who may not know each other. Financial
institutions such as banks act as trusted third
parties, escrow services hold assets mid
transaction and legal services write and uphold
contracts. All these activities to build trust cost
time and money, creating inefficiencies.

DAs, facilitated by distributed

ledger technology, automate trust through
commonly agreed transactions recorded on the
blockchain. On-chain transactions are
immutable, transparent and secure, creating a
new platform for business and community
relationships that are easy to use and low cost.

A considered regulatory framework is

also necessary to promote trust in DAs.
Regulatory gaps can undermine trust if
companies act improperly or create financial
instability. Good regulation can help DAs reach
their potential while minimising risks.


https://www.bis.org/publ/arpdf/ar2020e3.htm
https://www.cbinsights.com/research/blockchain-disrupting-banking/
https://www.analyticsinsight.net/top-10-real-world-issues-that-blockchain-can-resolve/
https://coingeek.com/bitcoin101/from-digital-to-real-life-7-problems-blockchain-can-solve/

The future of digital finance is rapidly evolving with an expanding set of
uses and benefits for DA

Exhibit 3: Digital finance landscape

Key benefits and use cases

Maturity

Emerging

Current

CBDCs Community NFTs

tokens
e® | © | ®@

Stablecoins

LT

Crypto-currencies

04

Utility tokens Security tokens

00 | @

I BLOCKCHAIN
C CapiTa

Financial Securities

exchange

Utility

Provide rights to
securities which can
include equities, debt or
tangible assets like real
estate, art or music

Can be used as payment Provide owners right to
and are designed or access a product or
intended to perform the service
role of currency

e Use ©

2020 accessed 2022 accessed 2022 2022

CBDC

Stablecoins

Cryptocurrencies

Utility tokens

Community tokens

Security tokens

NFTs

accessed 2022

Has state sponsorship meaning central banks control money
supply while improving efficiency of monetary and fiscal policy

Backed by a fiat currency, reducing volatility in value,
providing a more stable medium of exchange

Enables the digital exchange of money without the need for
intermediaries. Money can be programmed for use on specific items
or with time limits.

Allows for a secure, transparent and decentralized access to
goods or services (e.g. access to data, storage, computing
power)

Incentivises participation in online communities via activity,
rather than sale of data

Allows for secure trading with regulations encoded in the token
ensuring no breaches occur. Security tokens can include fractional
ownership of assets like real estate, ensuring liquidity of assets.

Ensure security and authenticity while providing artists and
makers with more efficient means of monetising their work


https://shermin.net/token-economy-book/
https://coinmarketcap.com/alexandria/glossary
https://cbdctracker.org/
https://steemblockexplorer.com/

Australia has an emerging digital services sector that uses DA technology to provide
innovative financial, payments and exchange services

Exhibit 4: Overview of Australia’s digital services ecosystem

Australian firms (not exhaustive)

Digital f
currency S tx
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.com.au

Digital asset Mawson
mining Infrastructure
AAN\ Group Inc.

DeFi and ‘
applications

e AR5
Custodians %] CUSTODIAN
and * —VAULTS—
C v /e sith Confidence
management \ / Vault with Confid,

s Cfterpaye®

> ' 2022 accessed 2022

Holon
dfinder

Vd zepto

COINJAR

accessed 2022

Key benefits

» Has the potential to become a significant employer in Australia, with
exchanges currently creating over 750 Australian jobs

» Provides a level of security and convenience for holding and exchanging digital
currencies

= Creates regional jobs, with some of the largest mining operations in Byron Bay
and the Hunter Valley

= Leverages local advantages in wind and solar, as DA networks are largely
powered by renewable energy

* Improves access to finance and facilitates lower cost financial products
dApps support innovation, improved security and trustless activity

* Provides secure safekeeping of DA, reducing the risk of loss and theft

» Facilitates portfolio diversification and higher rates of return relative to other
asset classes

Enables payments for goods and services using digital currencies

Enables merchants to make, manage and receive payments in real-time
by connecting them directly to their customers bank accounts and data

10


https://www.ibisworld.com/au/industry/cryptocurrency-exchanges/5539/
https://www.emergenresearch.com/industry-report/blockchain-technology-market
https://www.marketsandmarkets.com/Market-Reports/crypto-asset-management-market-201925303.html
https://www.industryarc.com/Report/17949/blockchain-market.html
https://www.businessofapps.com/data/cryptocurrency-app-market/
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Digital assets will change the way
we work and live
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DAs will have far-reaching impacts on our day-to-day lives, offering greater
ease and flexibility

This is Jo.

SO . . . A . . . . .
Wi P Jo lives in a regional town in Victoria. She is a member of her community tennis club and owns a small business that
" sells artisanal cheeses. Jo uses DA technology to make her day easier and more productive.

A A

Jo no longer has to...

Modernised memberships 26% of non-profits that

” Jo opens a message from her community tennis club which she joined by purchasing a utility %  attend club meetings or appoint a had assets stolen in FY19
&0 token, granting her access to the benefits of club membership. The club is set up as a proxy to vote reported that the
e decentralised autonomous organisation (DAO), meaning all members have equal rights and perpetrator was a staff
decisions are made by vote. This morning, Jo is invited to vote on a proposal to upgrade the x trustatreasurerto collect and member of volunteer,
club’s facilities. The club’s code is written so that if a majority of members vote in favour, funds manage club finances such as a treasurer."

will be instantly and transparently paid to start work immediately.

DA technology will save

Instant international payments

Before heading to work, Jo gets a call from her daughter, Jess, who lives in Australians about $750
London. Jess urgently needs $200 to pay her rent for the month. Jo uses S « Pay 5-10% of the transfer amount in million per year on
Stablecoin to instantly and securely send money to Jess at a fraction of the cost international wire transfer fees? remittance fees 2
of traditional international wire transfers.

Supporting local talent

On her way to work, Jo listens to some podcasts from her favourite local worry about her support growing the
journalist. Smart contracts ensure that the journalist is paid in real time for every x  profits of a large corporation, rather
second of audio that is listened to. Jo also buys a community token to support than supporting the content creator
the journalist, and gains early access to podcasts as a reward. directly

2019 A 2018 2021 ), TransferWise (2017), Accenture analysis
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https://communitydirectors.com.au/uploads/general/ICDA/Research/ICDA_SpotlightReport_Fraud_September2019.pdf
https://remittanceprices.worldbank.org/sites/default/files/rpw_report_june_2018_0.pdf
https://remittanceprices.worldbank.org/sites/default/files/rpw_main_report_and_annex_q121_final.pdf
https://www.pc.gov.au/__data/assets/pdf_file/0003/225813/subdr058-financial-system.pdf

Businesses will be able to operate more productively by streamlining transactions and

processes

Real-time payments 10.15am

m Jo has contracted a local processor to pasteurise and deliver the milk used for her
& cheese. Rather than paying for the milk 90 days in advance, by using Stablecoin
technology, Jo only pays for the milk once it is unloaded from the delivery truck into
M her warehouse. Distributed ledger recordkeeping also guarantees that Jo always
’ has an accurate view of inventory levels.

F==4
Supply chain insights 1.00pm

Jo has invested in digital ledger tracking software which provides a transparent and immutable

record of supply chains. Jo can create a digital twin NFT for each wheel of cheese to prove to \?-2
her customers that they are locally produced, generating new export opportunities for her a’
business. Because the software can also verify that Jo's supply chain uses energy from )
renewable sources, Jo also receives emissions abatement credits.

Instant loan approvals 3.30pm

ﬁ Later that afternoon, Jo applies for a business loan through a decentralised peer- to-
e peer lending platform. The platform’s smart code can automatically verify non-
fungible tokens which represent the business’s assets, as well as analysing
transaction data to assess credit worthiness, allowing the platform to instantly
approve the loan.

Jo no longer has to...

wait up to 5 days for the
payment to settle and be left
with low cash on hand

unexpectedly run out of stock
due to errors in inventory
records

have customers question the
provenance of her artisanal
cheeses

waste money due to avoidable
food spoilage

gather many disparate items
of documentation

spend hours with a loan officer

wait weeks for the loan to be
assessed

<

In the 2019 financial year,
51% of liquidated
businesses cited inadequate
cash flow as a cause of
business failure.?

§

Provenance tracking can
be used to combat ‘food
fraud’, which costs
Australian producers
$2-3b per year.2

Around half of small business
borrowers report that it takes
over two hours to gather
necessary documentation for
business loans.3 Assessment
processes for small business
loans can take up to 4-5
weeks, which causes
problems for small
businesses that are seeking
funding to address cashflow
issues.4

13


https://download.asic.gov.au/media/5416956/rep645-published-18-december-2019.pdf
https://www.agrifutures.com.au/wp-content/uploads/2021/11/21-039.pdf
https://www.oliverwyman.com/content/dam/oliver-wyman/v2/publications/2017/sep/Great%20Expectations%20-%20Improving%20The%20Loan%20Application%20Process%20For%20Small%20Business%20Borrowers.pdf
https://apo.org.au/sites/default/files/resource-files/2021-09/apo-nid314300.pdf

Individuals will be able to access government services more efficiently and securely

Effortless accounting 5.45p

Before leaving work, Jo checks her sales figures for the day. Because Jo's ﬂ
business uses a smart contract to automatically route CBDC to the ATO : é
as GST the point of sale, she does not need to prepare tax records for her @'
accountant. M

Smarter stimulus payments 5.50pm

The government has launched a scheme to increase business activity in Jo's
bushfire-affected regional town. The statewide scheme provides each resident with
$500 of CBDC, which is programmed so that it can only be spent in bushfire-affected
areas within the next 2 months. Because of this scheme, Jo notices a significant
increase in sales to out-of-area customers.

:|.!"?

|
F

Seamless digital logins 9.30pm

That evening, only hours before the deadline, Jo begins an online small ”
business grant application through an online Government portal. Jo had not g ‘.,'
logged into the portal in a while. However, she can instantly login without a vJ
password using her phone, which generates using a non-fungible token M
representing her decentralised digital identity.

Jo no longer has to...

spend hours each week
preparing sales records for her
accountant (who she must also

pay for)

see minimal impact of the
government scheme, since the
money is usually saved or spent
in major cities, or delayed due to
administrative processes

call up the helpdesk and wait
for an agent to help her

guess the answers to secret
questions she set up years ago

reset her password and login

Automatic routing of GST
payments could save small
businesses an average of
over 80 hours and $6,000 per
year on admin and
compliance costs’

Individuals spend an
average of over 10 hours per
year entering and resetting
passwords,? with 60% of
consumers missing out on a
time-sensitive transaction
(e.g. event tickets) due to
forgotten account
passwords.3
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https://www.myob.com/content/dam/myob-redesign/au/docs/business-monitor-pdf/2015/2-the-costs-of-gst-hitting-small-business-hardest.pdf
https://resources.yubico.com/53ZDUYE6/as/q3tmql-974v8g-g8llc3/Ponemon_2019_State_of_Password_and_Authentication_Security_Behaviors_Report.pdf
https://newsroom.mastercard.com/press-releases/mastercard-identity-check-to-simplify-and-strengthen-online-shopping/

Safe, measured transitions to DAs can make Australian’s lives easier, better

and safer

Instant settlement of business
transactions could benefit the 4,000
businesses each year that fail due
to poor cash flow.

Australian businesses can save up to
400,000 hours per year by not
having to prepare documentation for
business loans, as business records
will be stored and verified on a
distributed ledger.

Automatic GST payments at the
point of sale could save businesses

200 million hours on GST A g
. . . . » ——
compliance and administration —
each year. Jifrii e
...... e
2020 v 2017
2021 2021

v 12019

Better

Community organisations and
businesses will be able to
automatically and transparently
spend money as soon as members
approve a proposal.

By proving the provenance of their
products using distributed ledgers,
businesses can save up to $2-3b per
year by combatting ‘food fraud'.

Businesses could receive up to 40%
more revenue from time-limited
programmable stimulus payments
compared to traditional stimulus
payments

2018, 2021 V 2017

Artists and content creators can be
paid for their work in real time.

By using stablecoins and digital
ledger technology for secure
international payments, Australians
can save $160 per person per year in
international transactions fees.

Users can seamlessly and securely
login to their online accounts using
their decentralised digital identity,
saving each person 10 hours per year
on entering and resetting passwords.

15


https://www.oliverwyman.com/content/dam/oliver-wyman/v2/publications/2017/sep/Great%20Expectations%20-%20Improving%20The%20Loan%20Application%20Process%20For%20Small%20Business%20Borrowers.pdf
https://remittanceprices.worldbank.org/sites/default/files/rpw_report_june_2018_0.pdf
https://www.pc.gov.au/__data/assets/pdf_file/0003/225813/subdr058-financial-system.pdf
https://www.myob.com/content/dam/myob-redesign/au/docs/business-monitor-pdf/2015/2-the-costs-of-gst-hitting-small-business-hardest.pdf
https://www.abs.gov.au/statistics/economy/business-indicators/counts-australian-businesses-including-entries-and-exits/latest-release#%3A~%3Atext%3DPost%2Drelease%20changes-%2CKey%20statistics%2Centry%20rate%2C%20with%20365%2C480%20entries
https://www.ausbanking.org.au/flow-of-credit-to-small-business-remains-strong/?web=1&wdLOR=cE05F06B2-E63C-4DF1-97E9-6A2165658B96
https://www.agrifutures.com.au/wp-content/uploads/2021/11/21-039.pdf
https://www.afr.com/policy/economy/tax-cuts-to-almost-double-economic-growth-in-september-ubs-20190909-p52pco

DA technology
supporting
environmental
sustainability

> Sources: WEF (2020). CUT {accessed 2022} , Business

DA technology has huge potential to
support global environmental
sustainability goals

The World Economic Forum’s Mining and Metals Blockchain Initiative aims
to accelerate an industry solution for supply chain visibility and ESG
requirements. The initiative was established in 2019 with founding partners
Anglo American, Antofagasta Minerals, Eurasian Resources Group, Glencore,
Klockner & Co, Minsur, and Tata Steel with an aim to accelerate an industry
solution for supply chain visibility and ESG requirements. In 2020, a proof-of-
concept Carbon Tracing Platform was launched, focusing on end-to-end
traceability of CO, emissions, using blockchain technology.

Tokens, representing carbon offsets and underpinned by smart contracts and
blockchain technology are gaining popularity. Some — such as Single. Earth
aim to improve traceability and transparency in the carbon market, while others
such as the Carbon Utility Token focus on allowing users to store, distribute,
track and ultimately retire carbon offsets. KlimaDAO is a decentralised
autonomous organisation (DAO) that allows people to purchase Base Carbon
Tonne (BCT) tokens - which are linked to carbon credits - with Klima tokens.
The DAO then keeps the BCT tokens in its treasury, removing them from
circulation. More than 14 million BCT tokens have followed this route and can't
be used for carbon offsets.

The crypto ecosystem is becoming greener. While proof-of-work mining
(requiring virtual miners to continuously solve puzzles) is very energy intensive,
a shift is underway to proof-of-stake (which instead requires validators to
“stake” crypto to incentivise activity in the interest of the network). Networks
such as Ethereum are making the shift to proof of stake, claiming it will reduce
energy consumption by 99.95%.

Copyright @ 2022 Accenture. All rights reserved. 16






Australia has an opportunity to add up to $60B per year in gross value added by
becoming a leader in DA

Exhibit 5: Projected contribution of DA sector to the Australian economy per year

S billions of gross value-add per year from 2021 to 2030, by scenario

$70B -

$60B

$50B -

$40B -

$30B -

$20B -

$10B -

DA currently contribute
$2B p.a. to Australian
economy

L—

- Leader scenario -
DA could contribute $68B p.a. to the i

Australian economy by 2030 if
Australia becomes a leader in these
technologies?

>

If the DA sector grows at the same
rate as the tech sector, it could
contribute $8B p.a. to the Australian

economy by 20301

\/_

— Follower scenario -+

$0B
2021

S

2022 2023

2024

2025

2026 2027 2028 2029 2030

If Australia capitalises on the DA opportunity,
the sector could contribute over $68B in gross
value added to the Australian economy by
2030. In 2021, the domestic DA sector
contributed $2B to the Australian economy. With
appropriate policy, skills and investment
settings, the Australian sector could grow over
30-fold over the next decade.

Leadership in the sector offers substantial
benefits for businesses and the community. As
the global economy becomes increasingly
interconnected and digitalised, leadership in DA
will ensure that Australia maintains sovereignty
over its payments and financial system.
Leadership in DA can allow Australia to diversify
its economy and grow an important new local
industry.

However, if Australia does not act to capture
this opportunity, the sector’s growth to 2030
will only reach $8B. In this follower scenario,
Australia allows the DA sector to grow at the
same rate as more mature parts of the
Australian tech industry, missing the
opportunity to capture the rapid growth of an
emerging sector.
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Australia has some clear strengths, but to be competitive it needs to improve on
skills, innovation and investment

Exhibit 6: Australia’s performance in key digital asset industry metrics among its international peers?

Opportunities to improve

Strengths
Digital Regional financial Effective RegTech
. - . g Infrastructure
inclusivity leadership institutions ecosystem
Performance Internet Inclusivity Global Financial Government RegTech firms per Data centres per - . - Digital asset Investment in
metric Index Centre Index’ effectiveness Index capita SUS trillion GDP Digital Skills Index Digital asset patents startups digital asset firms?

Higher
performance
among peers

Lower
performance
among peers
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A conducive environment

A growing DA sector in Australia will be supported by Australia's strong digital
inclusivity, regional financial leadership and effective institutions

Digital inclusivity

Australia has a high level of digital inclusivity, ranking
4thin the world for internet inclusivity. This measure is
a composite of internet availability, affordability,
availability of local content and readiness to embrace
new digital technologies.*

Exhibit 7: Internet inclusivity

Internet Inclusivity Index (100 = most inclusive)'4, 2021

Regional financial leadership

Australia is a regional leader in finance, with both
Sydney and Melbourne in the top 3 cities in South-
East Asia, and Sydney ranking 10thin the world in
investment management.3

Exhibit 8: Competitiveness as a financial centre
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97.0 96.9
96.1
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Global Financial Centre Index (100 = most competitive)'23,
2021 (top 5 countries in South-East Asia)

93.8
90.0
88.3
82.9 81.5
Singapore  Australia New Malaysia  Thailand
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Effective institutions

Australia ranks 14tin the world in the World Bank’s
Government Effectiveness Index, which measures confidence
in the quality of public services, the civil service and its
independence from political pressures, policy formulation and
implementation, and the credibility of the government's
commitment to such policies.s

Exhibit 9: Government effectiveness

Government Effectiveness Index (100 = highest quality)'5, 2020

100.0
94.2 93.8
89.4
87.0
Singapore Canada  Australia UK USA
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https://www.longfinance.net/programmes/financial-centre-futures/global-financial-centres-index/
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https://govdata360.worldbank.org/indicators/h02f9cb8c?country=BRA&indicator=370&viz=line_chart&years=1996%2C2020

RegTech ecosystem

Australia has more RegTech firms per capita than most of its peers, which will
support sustainable growth in Australia’s DA ecosystem

A strong domestic RegTech sector can enable
Australia’s global leadership in DA. RegTech is the use
of technology to reduce the cost and improve the
efficiency of administration and compliance. It can
support growth in the DA sector by allowing businesses
to reallocate their resources from compliance (which
costs SMEs about $10,000 per year) to innovation and
product development.RegTech can additionally provide
consumers and investors with confidence in the
emerging DA sector and can help manage risks
including money laundering and terrorism financing.2

Australia is a global leader in RegTech, headquartering
more RegTechs per capita than the US, Canada and the
UK." This growth was catalysed by the establishment in
2017 of RegTech Association, which promotes
collaboration between industry and regulators in
Australia and overseas.3

Singapore is currently the global RegTech leader,
headquartering 3.7 RegTechs for every million people.
Singapore’s RegTech sector is supported by a cross-
border open RegTech marketplace which was
established by the Monetary Authority of Singapore in
collaboration with regional partners.4

: 2020 v accessed 2022
f . ) 2021 M 2021

Exhibit 10: Regulatory technology (RegTech) firms headquartered per million people

Number of RegTechs headquartered per million population by country, 2020’

3.7

Singapore
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Australia’s RegTech sector has
grown by 15% p.a. from 2015 to
2021, outpacing growth in the
global RegTech sector (6% p.a.).
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https://data.worldbank.org/indicator/SP.POP.TOTL
https://www.pc.gov.au/research/completed/regulatory-technology/regulatory-technology.pdf
https://www.australianchamber.com.au/wp-content/uploads/2018/01/Getting-on-with-business_FINAL.pdf
https://web-assets.bcg.com/8b/b9/586c442b411d89c46f571bc4d5ae/australia-global-regtech-hub-poised-for-growth.pdf
https://regtech.org.au/resources/Documents/RTA%20Industry%20Research%20Report%20-%20Final.pdf
https://www.mas.gov.sg/development/fintech/api-exchange

Infrastructure

Australia has strong data storage capacity, providing the necessary infrastructure for

DA businesses

Exhibit 11: Number of data centres homed in select jurisdictions

Number data centres per SUS trillion GDP
308.8

210.1 1977

165.7
132.2
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Exhibit 12: Opportunities for growth in data centres in Australia

Land mass (sq km) per 1000 population Share of electricitry from renewables (%)
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Australia already houses a significant number of data
centres. Australia is currently home to 279 data centres
with key players including Amazon Web Services,
Microsoft Azure and Google Cloud. On a per GDP basis,
Australia ranks 2nd among peer nations (Singapore,
Canada, UK and the US) and 3rd globally.

Australia is well-positioned to continue capturing an
increasing share of the market. The two key
constraints on the data sector industry are space and
access to renewables, both of which (particularly
space) Australia has in abundance. Australia’s
regulatory conditions (including intellectual property
protection), international connectivity, power grid
quality and business conditions all place Australiain a
good position to grow its data centre capacity.

Regionally, Australia is a high performer. Several peers
are facing challenges in further growing their data
centre capacity, largely driven to geographical space
constraints. In 2019, Singapore placed a moratorium on
new data centres due to limitations in land area and
access to renewables.

A strong data storage ecosystem, powered by
renewables will support the DA ecosystem. Having
data stored in proximity to your business is important,
primarily due to latency issues. Having a thriving data
centre sector in Australia will encourage investment in
the domestic DA (and broader tech) sectors.
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However, skills shortages pose a challenge, with DA jobs taking 25% longer to fill than
other jobs, while year on year growth in jobs is over 100%

Exhibit 13: Time taken to fill DA jobs in Australia®

Share of job ads listed onling, by time they have been listed (%)

Less than 4 weeks More than 4 weeks

Digital
assets
jobs

43%

The average time taken to fill a DA job (5.6 weeks) is 25% longer than
other jobs (4.6 weeks)

All jobs 30%

Exhibit 14: Number of digital asset job vacancies advertised in Australia by year>s

Number of job ads listed relating to DA, annual
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Demand for DA-related skills (such as artificial
intelligence and software engineering) has
increased significantly, with the number of DA-
related job postings increasing by over 900% from
2016 to 2021.2

When compared with other job advertisements, DA
ads take longer to fill, with 30% remaining online for
over six weeks compared to just 22% of other ads.

The supply of skilled labour has been unable to
meet this demand, with 71% of managers citing a
shortage in talent and gaps in candidate skillsets as
top challenges when recruiting digital asset talent.3

Industry experts suggest a skilled workforce to be
one of the biggest challenges facing the sector, with
Australian companies already paying significantly
inflated wages to attract and retain talent.

Australia is ranked 23 in the world on digital
skills in the population, below Singapore, USA and
Canada.*
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https://au.indeed.com/
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https://www3.weforum.org/docs/WEF_TheGlobalCompetitivenessReport2020.pdf
https://dsgi.wiley.com/wp-content/uploads/2021/10/DSGI-whitepaper.pdf

Innovation in Australia is falling behind peers, with limited activity in DA
patents and relatively fewer start-ups in the sector

The technology in the DA space is rapidly
evolving, and to be successful, Australia will
need to be at the forefront of innovation.

Australia has kept pace with most peers in patents,
but lags its peers in start-ups. Over the last three
years, Australia had more DA patents per person

Exhibit 15: Patent families relating to DA
technology in 2018 per US Str GDP

No. of patent families relating to DA technology by
applicant origin in 2018, per US $tr GDP?

Exhibit 16: New digital asset start-ups from
2019 to 2021 per million people

Number of start-ups by headquarter location from 2019 to
2021, per million population’

than Canada and the UK, but fewer DA start-ups per 16 28.7 - - -
capita than its peers. 1 Singapore is a leader in
digital asset start-ups, with
However, Australia can look to Singapore as a over 14x Australia’s number
leader in digital asset patents and start-ups. — of start-ups per person
Singapore’s high rate of digital asset start-ups per
capita is supported by a strong tech ecosystem /
which includes:3 38 36
34

» aregulatory sandbox to facilitate business

experimentation with innovative fintech solutions, 26 3.4

which was established a year before Australia’s

regulatory sandbox 26 25
= several DLT accelerator programs, including 2.0

Tribe Accelerator and LongHash

Singapore USA UK Australia  Canada Singapore UK Canada USA Australia
2018 Vo ) accessed 2022

-1 2020
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https://www.ipaustralia.gov.au/sites/default/files/reports_publications/acs-blockchain-report_0.pdf
https://data.worldbank.org/indicator/SP.POP.TOTL
https://opennodes.com/Singapore-Ecosystem-Report-2020.pdf

Investment in the Australian sector lags peers, with per capita investment being
up to 72x greater in leading jurisdictions

Exhibit 17: Investment in digital asset
companies

AS invested per AS10,000 GDP, average from 2019 to
20211

Exhibit 18: Amount raised through Initial

Coin Offerings (ICOs)
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Australia has seen relatively low investment in
digital asset companies, with only 32 identified
investments made between 2019 and 2021,
compared to over 150 in Singapore and over 1,000
in the United States over the same period.
Investment in the Australian sector is also low on a
per start-up basis, with Australian DA start-ups
receiving up to 85% less investment per year than in
leading jurisdictions.

Australian businesses have also raised little through
ICOs compared to its peers. While Singapore had
over 500 ICOs by the end of 2019, Australia had
fewer than 120.2

The low level of investment in the Australian DA
sector may reflect a lack of certainty as to how the
existing regulatory regime may apply to DA
businesses and ICOs. For example, some businesses
have cited uncertainty in the tax treatment of ICOs as
a barrier to investment in the sector.3 Furthermore, in
2019, the Australian Treasury noted that the ICO
industry had gained a ‘wild west’ reputation due to
the failure of a number of ICOs in Australia,
diminishing the reputation of the sector.4
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https://www.crunchbase.com/
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https://www.tandfonline.com/doi/pdf/10.1080/13691066.2020.1741127
https://data.worldbank.org/indicator/SP.POP.TOTL
https://www.cpaaustralia.com.au/-/media/project/cpa/corporate/documents/policy-and-advocacy/consultations-and-submissions/taxation/pre-2021/initial-coin-offerings.pdf?rev=64b16ea3d8594ae5a985e787b9d01a3e&download=true

A clear principles-based
regulatory approach will unlock
the benefits of the digital assets
sector

Copyright © 2022 Accenture. All rights reserved.
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For decades, regulators have supported new payment technologies,

waves of benefits

unlocking new

Exhibit 19: Evolution of payment technologies

Payment

technology

Year introduced

Key benefits

Regulatory
response to
unlock benefits

c=

Credit cards

1970s

Retail payments could be
made more conveniently
and securely than cash’

Card issuers were
predominately self-
regulated until the early
2000s, when the RBA
introduced standards to
improve competition by
requiring that issuers
remove restrictions on
merchant surcharges.5

N
o
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N
N
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Contactless
payments

2000s

Transactions became 40%
faster than traditional
payment cards?

The RBA encouraged
contactless card providers
to issue dual-network cards
which allow merchants to
route payments through the
lowest cost network. As a
result, most payment
providers have introduced
‘least-cost routing’ on their
contactless cards.®

2019 2021 2015
2019

&
Buy-now pay-
later (BNPL)

Early 2010s

Fraud risk reduced for

merchants, with lower

average consumer fees
than credit cards3

In collaboration with
regulators and consumer
groups, the BNPL sector

developed a Code of

Practice, which is
administered by AFIA. This
Code aims to strengthen
consumer protection, while
maintaining flexibility for
market innovation.”

New Payments
Platform (NPP)

Late 2010s

Facilitated 24/7 real-time
retail transfers without the
need to enter BSBs and
account numbers#

To coordinate industry
efforts to develop the NPP
between 13 financial
institutions, the RBA set four
objectives for the NPP (e.g.
to allow real-time retail
payments), while allowing
the industry to determine the
best ways to achieve these
objectives.4

®e

DA

Next wave of
innovation

To facilitate the growth
of DA, policymakers
can draw upon
decades of policy
experience in
developing regulatory
environments which
unlock the benefits of
new payments
technologies.
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https://www.rba.gov.au/payments-and-infrastructure/credit-cards/ii-commissioned-report/benefits-cardholding.html#fn28
https://www.rba.gov.au/publications/rdp/2014/pdf/rdp2014-14.pdf
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Since 1995, new payment technologies have reduced payment costs by 35% and DA
technology could help further reduce costs by up to 80% by 2050

Exhibit 20: Composition of retail payments in Australia’
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Exhibit 21: Average resource cost per retail transaction?
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The cost of transactions has declined with the
advent of new payment technologies over the
past few decades. The use of cheques and cash
has declined over the last 16 years while the
number of card transactions per capita per year
has increased 17-fold. This has seen a 35%
reduction in retail transaction costs. The RBA
attributes the reduction in retail payment costs to
the transition to more efficient digital
technologies.#

With appropriate policy settings, digital asset
payment technologies could contribute to a
decline in payment costs by a further 80% by
2050, with experts suggesting that the resource
cost of digital asset payments could approach
zero in the next few decades.5 Innovations such as
the Lightning Network are already reducing the
cost of cryptocurrency transactions, facilitating
micropayments which previously have not been
viable due to the previously relatively high
transaction costs.

The potential penetration of DA technology is very
large, though still uncertain. While DA technology
may contribute over 20% of retail payments by
2050, some experts have predicted that they could
contribute up to 50% of payments if stablecoins
are the dominant DA technology, or up to 100% if a
retail CBDC is widely used, meaning an even
greater impact on payment costs.®
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As the DA sector matures, regulators should adopt a more considered and
proactive approach to enable innovation while reducing instability and consumer risk

Exhibit 22: Evolution of technology sector maturity and regulatory responses

Maturity of the sector

Regulatory response

Oo
= ’ ﬂ Nascent industry with an unpredictable Mature industry with clear and well-understood
evolutionary path, with limited adoption structure, risks and opportunities, with increased
rirle and thus consumer impact adoption and therefore greater, more widespread
o Ll L impacts
Regulators must move from a “precautionary” approach... ... to a considered approach to regulation

oll"

o1

As new classes of financial products develop, reach

o the broader public and grow to maturity, their impacts
Regulators’ primary focus has been the E> ﬂ are more widespread. This calls for regulators to shift
mitigation of risks that materialise as the ﬁ to a more considered, proactive and fit-for-
industry develops purpose regulatory framework that manages the risk,
@} while enabling innovation (rather than simply applying a
framework designed for prior technologies).

" (2021), World Bank (2020), 29


https://www3.weforum.org/docs/WEF_Navigating_Cryptocurrency_Regulation_2021.pdf
https://documents1.worldbank.org/curated/en/579101587660589857/pdf/How-Regulators-Respond-To-FinTech-Evaluating-the-Different-Approaches-Sandboxes-and-Beyond.pdf

A principles-based approach will support the DA sector and allow it to continue
innovating as it evolves

Exhibit 23: Future options for DA regulation?

Less
prescriptive

More

prescriptive

e |

Description

Suitability for current DA sector

Principles-
based

Sets an overarching framework to guide policy and regulatory development across the
entire sector ecosystem.

In 2021, Hester Peirce, Commissioner of the U.S. Securities and Exchange Commission (SEC),
raised six fundamental considerations regarding the SEC’s approach to regulation of DA
technology which could form the basis of a principles-based approach. This included the need to
protect consumers without denying investors opportunity.2

= Most suitable for the DA sector at its
current level of maturity

= Appropriate for rapidly-evolving sectors that
have unpredictable growth trajectories, but
have developed to a stage where they have
clear regulatory needs.

Rules-based

Restrictive

Defines the processes or actions that ecosystem players must perform or refrain from
to be compliant.

Given the nascent status of the sector across all jurisdictions there are no clear examples of
rules-based approaches to DA regulation.

Restricts or proscribes the operation and development of the sector.

China adopted a restrictive approach when it banned domestic financial institutions from
providing services involving cryptocurrencies, including payments, registrations and trading
services.3

2008 2007 (2021). 2. US Securities and

= Not currently suitable for the DA sector

* More appropriate for more stable and
established sectors where the regulatory
needs of the sector are well-defined and
relatively static.

= Unsuitable for the DA sector if Australia
seeks to grow its DA sector
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https://www.alrc.gov.au/publication/for-your-information-australian-privacy-law-and-practice-alrc-report-108/
https://www.lse.ac.uk/law/people/academic-staff/julia-black/Documents/black5.pdf
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The Government can support a responsible and thriving DA sector by achieving core
objectives through guiding regulatory principles

Exhibit 24: Core objectives and guiding principles for regulatory development

The Government should pursue
these core objectives... ...by applying these guiding principles

1. Outcomes-based regulation
Regulations should be designed to support desired outcomes, rather than
prescribing processes and inputs.

The objectives of regulation are to:

Support Australia to become a
global leader in responsible DA
2. Agile, iterative and collaborative design
Policymaking should be agile and responsive to industry developments by

Unlock economy-wide benefits of engaging a range of ecosystem players including businesses and consumers.

DA technology
3. Global market-focused

Promote financial and digital The regulatory approach should allow Australian DA businesses to compete
inclusion effectively in international markets.
Protect consumers and 4. Risk-calibrated regulation
businesses and _U_ Regulatory burdens should be proportionate to the level of risk associated
promote financial stability with activity.
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https://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Monographs%20and%20Information%20Papers/FEAT%20Principles%20Final.pdf
https://technation.io/wp-content/uploads/2021/02/Fintech-Pledge-Doc_Feb2021.pdf
https://www.productivity.nsw.gov.au/sites/default/files/2021-11/nsw-productivity-commission-regulating-emerging-technologies-research-and-discussion-paper.pdf
https://www.industry.gov.au/data-and-publications/australias-artificial-intelligence-ethics-framework/australias-ai-ethics-principles
https://www.whitehouse.gov/briefing-room/presidential-actions/2022/03/09/executive-order-on-ensuring-responsible-development-of-digital-assets/
https://www.alrc.gov.au/publication/for-your-information-australian-privacy-law-and-practice-alrc-report-108/

The Biden
administration
approach to DA
regulation

> Hourcas: Whitehouse (accessed 2022)

The White House has put DA regulation
and policy on its agenda, issuing an
Executive Order on 9 March 2022

The Executive Order outlines six DA technology policy objectives:

1.

To protect consumers, investors, and businesses from
risks stemming from data security, custodial arrangements of
assets, investment risks and consumer privacy.

To protect financial stability and mitigate systemic risk
through application of regulatory and supervisory standards to digital
asset issuers, exchanges and trading platforms, and intermediaries.

To mitigate risk of illicit activity posed by misuse of DA technology
including through money laundering, cybercrime and ransomware,
narcotics and human trafficking, and terrorism and

proliferation financing.

To reinforce US leadership in the global financial system and
in technological and economic competitiveness, through the responsible
development of payment innovations and DA.

To promote access to safe and affordable financial services, with many
Americans currently being underserved by existing banking systems and
paying high costs for cross-border money transfers.

To support responsible development and use of DA technology by
ensuring digital asset technologies and the digital payments ecosystem
are developed, designed, and implemented in a responsible manner.
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To capitalise on the DA opportunity, it is critical the Government supports the sector in
its roles as a regulator, promoter, investor and catalyst

Exhibit 25: Four roles for Government in developing the DA sector

o Government as a @ Government as a
AN promoter

.‘I'J@ regulator

Position Australia to be a leader in
responsible DA by promoting our
strengths in...

Futureproof the sector through a
structured approach to regulation
by developing...

Core objectives for Effective institutions

regulation

S S

Guiding principles for

Digital inclusivity
regulatory development

Regional financial
leadership

Strong RegTech
ecosystem

- -
N o - -

e Gove.rnment as an
“ investor

Build core capabilities in the
sector by ...

Growing a skilled
workforce

Developing enabling
infrastructure for the
sector

o ————— - -

Government as a
catalyst

Kickstart growth in the
sector by...

Qf Accelerating innovation

Facilitating investment
in the sector

N
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As a regulator, promoter, investor and catalyst, Government can position Australia as a
global leader in responsible and trusted DA

Exhibit 26: DA sector development strategy

Government as a regulator Government as a promoter Government as an investor Government as a catalyst

Establish principles
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Implement transitional confidence Include DA, blockchain organisations centres to operate in
provisions and safe and Web 3.0 related Australia including access

harl?ours to give ?Q skills into policy actions to land, expedited planning
businesses the [y'lﬂ' aimed at increasing approvals and / or tax
confidence to innovate digital skills and digital concessions for renewable

while regulations are workforce in Australia powered data centres
being developed

In the next year: establish a robust platform for growth by building confidence In future years: develop and scale the DA ecosystem
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As a catalyst, the government should implement three policy actions to
accelerate responsible DA innovation

Government action

Description

How this has been implemented overseas

Adopt a simple token
classification framework to
provide certainty for investors
and consumers

Develop a clear framework for DA
custodians to encourage consumers
to engage with DA with confidence

Pilot a wholesale or retail CBDC to
unlock potential efficiencies for
Australia’s payment system
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Australia should prioritise its work to adopt a simple token
classification framework. The framework should distinguish
between tokens based on the economic relationships that
they underpin rather than their technical characteristics. The
classification framework should be drafted generally to
ensure it can readily accommodate novel DA technologies or
activities.

Australia should prioritise its work to develop a framework
which clarifies the regulatory landscape for custodians, while
providing adequate consumer protections including
accessible recourse options for customers.

Australia should build upon the Project Atom proof-of-
concept for a wholesale CBDC by piloting a retail or
wholesale CBDC. This could allow Australia to realise the
substantial efficiency and cost-saving potential of DA
technology in payment applications.

i=mJJ®=S The UK has developed a simple token classification

malns fra_mgwork to align dlfferent types of tokeps WI'[h. .
existing regulatory regimes. Based on their functionality,
digital tokens are treated as either electronic money,
securities or unregulated tokens.!

Wyoming (USA) has introduced a clear regulatory
framework to govern the relationship between
customers and providers of custodian services. It
clarifies that customers can assert ownership rights
over DA which are held with custodians and requires
custodians to maintain minimum IT and liquidity

standards.2

The Central Bank of Sweden launched a pilot for the e-
krona (a retail CBDC). This pilot was catalysed by the rapid
transition to digital payments in Sweden, combined with
the Bank’s objective of maintaining stability in Sweden’s
payment system.3
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/950206/HM_Treasury_Cryptoasset_and_Stablecoin_consultation.pdf
https://link.springer.com/book/10.1007/978-3-030-88000-2
https://www.wyoleg.gov/2018/Introduced/HB0019.pdf
https://www.fca.org.uk/publication/policy/ps19-22.pdf
https://law.justia.com/codes/wyoming/2021/title-34/chapter-29/section-34-29-104/
https://link.springer.com/book/10.1007/978-3-030-88000-2
https://www.forbes.com/sites/andreatinianow/2019/03/07/a-split-emerges-in-blockchain-law-wyomings-approach-versus-the-supplemental-act/?sh=6e8712a4719a
https://www.forbes.com/sites/caitlinlong/2019/03/04/what-do-wyomings-new-blockchain-laws-mean/?sh=22f6ec8b5fde
https://www.forbes.com/sites/caitlinlong/2019/03/04/what-do-wyomings-new-blockchain-laws-mean/?sh=22f6ec8b5fde

A simple
approach to
token
classification

>

Sources: HM Treasury, FCA and Bank of
England (2018), FCA (2019).

The UK Financial Conduct Authority (FCA)
has developed a simple taxonomy which
classifies tokens based on their economic
function.

The FCA'’s taxonomy provides DA businesses and investors with the clarity
needed to function efficiently. In 2018, the Crypto Asset Task Force, led by the
Bank of England and the FCA, was formed to develop appropriate policies for
the DA sector. While the Taskforce noted that there are over 2,000 types of DA
in existence, it proposed a simple framework which was subsequently refined
by the FCA after consultation with ecosystem players. It contains only three
classes of tokens, each with a distinct legal status:

» Exchange tokens, which are intended to be used as a means of
exchange

- Utility tokens, which provides holders with access to a current or future
product or service

+ Security tokens, which are designed to provide rights analogous to
traditional investment products.

The UK's token classification framework is designed to accommodate the
evolving ways that DA are used. The FCA’'s framework allows tokens to move
between categories in recognition of the rapidly changing ways in which tokens
may be used over time. The Government intends that new activities can be
brought into the framework in an agile way, and will continue to monitor
suitability of this taxonomy for the DA market.
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/752070/cryptoassets_taskforce_final_report_final_web.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/752070/cryptoassets_taskforce_final_report_final_web.pdf

As a catalyst, the Government should undertake four key actions to attract investment
to the DA sector

Government action

Description

How this has been implemented overseas

Implement transitional provisions
and safe harbours to give businesses
the confidence to innovate while
regulations are being developed

Clearly articulate the tax treatment
of DA types to provide investors
and consumers with confidence
regarding their obligations

Clarify the legal status of DAOs to
unlock innovative models for
businesses and community
organisations

Act as a ‘role model’ by adopting DA in
aspects of government service delivery
to accelerate take-up and send a
positive signal to investors that the
Government is committed to
developing a strong sector

Australia should implement transitional provisions and safe
harbours provide confidence to prospective investors that
digital asset projects will not be subject to sudden or
retrospective changes in regulation.

Australia should urgently provide clear and more practical
guidance which can help consumers and investors gain
confidence in their understanding of their tax obligations. Tax
regulations should also be updated so that they better
distinguish between distinct types of economic relationships
that are underpinned by DA.

By clarifying the legal status of DAOs, including the liability
implications for its members, Australia could unlock the
potential of DAOs to provide a decentralised, scalable and
efficient organisational structure for businesses, non-profits
and community groups.

The Government can instill confidence in consumers and
investors by being an early-adopter of DA. This sends a
positive signal to investors that Australian policymakers are
committed to developing a strong digital asset ecosystem,
attracting investment into the sector.

011 2021 2022
2019/1937 2021 2020 ]
2021 11V.S.A. §4173 2022

=I== In the US, senators have proposed a time-limited
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exemption for new tokens so that issuers can gain
clarity as to how regulations apply to them.
Frameworks in Singapore, the UK, Canada and the EU
(proposed), contain similar safe harbour provisions.!

The Inland Revenue Authority of Singapore’s ‘e-Tax Guide’
provides accessible guidance to businesses on the tax
treatment of digital tokens and ICOs. This guidance
broadly aligns with tax provisions relating to traditional
financial assets, ensuring that they are well- understood by
businesses.?

In most jurisdictions3a DAO cannot itself enter into
contracts and its members have unlimited liability.
Distinctly, Vermont (USA) provides DAOs with legal
personality and affords limited liability for members,
subject to stipulated requirements.4

In 2022, Colorado (USA) announced that it would accept
digital asset payments for state taxes, signaling the
Government'’s intention to develop Colorado into ‘a center
of crypto and blockchain innovation’.5 Similarly, authorities
in Zug (Switzerland) have started accepting DA for tax
payments.6
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https://www.sec.gov/news/public-statement/peirce-statement-token-safe-harbor-proposal-2.0
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52020PC0593
https://www.finextra.com/the-long-read/262/demystifying-daos#%3A~%3Atext%3DWithout%20status%20as%20a%20formal%2Csuch%20as%20corporations%20or%20partnerships
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52020PC0593
https://link.springer.com/book/10.1007/978-3-030-88000-2
https://www.iras.gov.sg/media/docs/default-source/e-tax/etaxguide_cit_income-tax-treatment-of-digital-tokens_091020.pdf?sfvrsn=91dbe1f7_0
https://www.theguardian.com/us-news/2022/mar/01/colorado-tax-payments-cryptocurrency#%3A~%3Atext%3DColorado%20to%20become%20first%20US%20state%20to%20accept%20cryptocurrency%20tax%20payments%2C-Governor%20says%20state%26text%3DColorado%20is%20slated%20to%20become%2Cthe%20path%20to%20digital%20statehood%E2%80%9D
https://www.jdsupra.com/legalnews/5-things-to-consider-when-creating-a-dao-5888423/
https://www.zg.ch/behoerden/finanzdirektion/steuerverwaltung/tax-payment-with-cryptocourrencies

The
Singaporean
approach to
becoming a
global leader

Sources: Monetary Authority of Singapore (2020, 2022),
Simmons & Simmons (2018), Inland Revenue Authority
of Singapore (2020), KPMG (2022),

> Bloomberg (2021), Asia Times (2020), Ripple (2021),
NTU (2021).

Singapore has supported strong growth in its
DA sector by streamlining regulation and
accelerating innovation

Singapore is a global leader in DA, with significant business activity in the sector. In
recent years, Singapore has produced more DA patents, headquartered more DA start-
ups and attracted more investment in DA businesses than its international peers.
Growth in Singapore’s DA sector is accelerating, with a tenfold increase in investment
in Singaporean DA businesses between 2020 and 2021.

The Singaporean Government has developed clear and DA-focused regulatory
guidance to provide ecosystem players with the confidence to innovate and invest in
the sector. In 2017, the Monetary Authority of Singapore (MAS) published specific
guidance on digital token offerings which enabled DA business activity by reducing
capital liquidity requirements and simplifying compliance obligations for DA
businesses. The Inland Revenue Authority of Singapore later introduced a simple
taxonomy which classifies digital tokens as either a payment, utility or security token.
This provides businesses and consumers with clarity as to the tax treatment of their
digital asset holdings. In 2019, the Payment Services Act was introduced that provides
a stable regulatory licensing and operating framework for digital-assets based entities.

The success of Singapore’s DA sector has also been driven by a series of initiatives
led by both the Government and industry to boost innovation. For example, MAS has
committed S$250M to Singapore’s Financial Sector Development Fund to accelerate
fintech innovation and has been developing a wholesale CBDC to increase the
efficiency of interbank transfers. Innovation has also been catalysed through industry
events such as the Singapore Fintech Festival and Singapore Blockchain Week, which
were both developed through collaborations between industry and the Singaporean
Government. In addition, Singapore has led the way in utilizing DA technology through
the development of the blockchain-based OpenCerts platform that enables the
issuance and verification of certificates and transcripts that are secure and tamper-
proof.
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https://www.mas.gov.sg/regulation/explainers/a-guide-to-digital-token-offerings
https://www.mas.gov.sg/schemes-and-initiatives/financial-sector-development-fund-fsdf
https://www.simmons-simmons.com/en/publications/ck0adden1n8l00b8593fdb1jp/250518-mas-issues-warnings-on-digital-token-exchanges-4si4p4c
https://www.iras.gov.sg/media/docs/default-source/e-tax/etaxguide_cit_income-tax-treatment-of-digital-tokens_091020.pdf?sfvrsn=91dbe1f7_0
https://home.kpmg/sg/en/home/media/press-releases/2022/02/kpmg-pulse-of-fintech-h2-21.html
https://www.bloomberg.com/news/articles/2021-11-01/singapore-has-grand-ambitions-to-become-a-global-crypto-hub
https://asiatimes.com/2020/10/why-singapore-is-emerging-as-global-crypto-leader/
https://www.aph.gov.au/DocumentStore.ashx?id=a5a7cf20-08d2-47b5-a9df-4f52092d652b&subId=709378

The UK's plans
to become a

digital asset
hub

> Sources: UK Government (2022)

In April 2022, the UK Government announced
plans to make the UK “a global cryptoasset
technology hub”

The UK Government announced in early 2022 a suite of measures to support DA firms
in the UK, with a string emphasis on industry growth. The government’s goal is for the
UK to remain at the forefront of technology and innovation, which it hopes to achieve by
supporting DA firms to be able to invest, innovate and scale up by providing them with
confidence and regulatory clarity.

The headline announcement was government'’s plan to recognise stablecoin as a
form of payment. The Government acknowledged that with appropriate regulation,
stablecoins could provide a more efficient means of payment and widen consumer
choice. The government announced plans to legislate to bring stablecoins within the
payments regulatory scope enabling issuers and service providers can operate in the
UK.

Further measures to encourage further investment in the sector were
announced. Measures included;

+ the development of a regulatory sandbox to enable firms to experiment and
innovate,

+ the establishment of an engagement group to work more closely with the
industry,

+ areview of the tax system to support further development of the DA market
including treatment of DeFi loans,

- plans to work with the Royal Mint on a Non-Fungible Token (NFT).
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https://www.gov.uk/government/news/government-sets-out-plan-to-make-uk-a-global-cryptoasset-technology-hub

As a promoter, Government should amplify

Australia’s potential as a leader in
responsible, trusted DA...

Government action

Description

Leverage Austrade

to promote Australia’s
strengths in responsible DA,
such as its

effective institutions,
regional financial leadership,
strong RegTech system,
digital inclusivity and
financial stability.

Establish principles for ethics
in responsible

DA and promote Australia as
a leading jurisdiction in this
space

Australia should consolidate its
strengths in its effective institutions,
digital inclusivity, regional financial
leadership and strong RegTech
ecosystem, and promote these strengths
in international markets.

Australia should aim to become a global
leader in responsible and ethical practices
in DA, as internationally there is currently
little activity in this space.

This presents an opportunity to have a
competitive advantage compared with
peers.

... and as an investor, it should
develop DA skills and infrastructure

Government action

Description

Include DA, blockchain
and Web 3.0 related skills
Q into policy actions aimed
ﬁ['[?]-m' at increasing digital skills
and digital workforce in
Australia

Provide incentives for
data centres to operate in
Australia including
access to land, expedited

planning approvals and /
or tax concessions for

renewable powered data
centres

The Government should engage with
educators, tech businesses and
researchers to include DA as part of
digital skills policy through forums like
the TCA's Digital Employment Forum.

Australia should capitalise on its globally
distinctive opportunity to provide data
services, using our vast area and access
to renewable energy, by providing
incentives for data centre companies.



Upskilling
Australia

Creating a skilled workforce is critical, with
innovative approaches seeing early
success

Blockchain Collective emerged out of necessity. In 2017, Blockchain
Collective’s founders faced a challenge; they could not find skilled staff.
Speaking to industry peers, it became apparent that this issue was widespread
in Australia and even globally. They decided to address it head on.

Blockchain Collective developed an innovative approach to training, with a
hands-on course curricula that would ensure graduates were job-ready. The
qualifications; The Diploma of Applied Blockchain 10849NAT, Advanced
Diploma of Applied Blockchain 10747NAT and the Diploma of Applied
Blockchain Merging Machine Learning and Atrtificial Intelligence 1T0991NAT,
were developed in consultation with industry to provide a robust framework that
allows for agility and responsiveness to the evolution of emerging technologies,
whilst meeting the rapidly changing needs of industry. Blockchain Collective’s
training is nationally accredited and is being offered at over a dozen RTOs
nation-wide.

Blockchain Collective sees accessibility and awareness as the key
components to closing the tech skills gap in Australia. Blockchain Collective is
working with governments across the nation to have their courses subsidised,
reducing the barrier of entry to students. Currently all three qualifications are
approved for VET Student Loan funding, nationwide. At a state level, the
Queensland Government is leading the way by approving the Diploma of Applied
Blockchain 10849NAT for unrestricted Job Trainer funding through TAFE QLD.
This allows any Queensland resident to study the qualification for only $145.
There is growing demand from industry and small business for other state
governments to follow suit to increase accessibility and create more
awareness. Blockchain Collective is also engaging with the Digital Employment
Forum to support the TCA goal of 1 million tech sector jobs by 2025.



The DA sector could deliver important economic and social benefits

Potential growth of the DA sector by 2030

Potential benefits for consumers and businesses with widespread adoption of DA

$15-20 billion

in investment in DA firms per
year by 2030

g 700-1000

A
D start-ups in the DA sector per
‘ year by 2030
$10-15 billion
in tax revenue from the DA
sector per year by 2030

2

$8-10 billion

saved per year in retail
payment resource costs

S$300 million

saved per year in losses
avoided from fraud due to the
improved security of DA
transactions

person

saved by consumers per year in
international transaction fees

80 hours per
business

saved per year from reduced tax
and invoicing administration
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Appendix 1a

Methodology for quantification of benefits

Finding

1. $15-20 billion in investment in DA firms in
2030

2.700-1000 start-upsin the DA sector in
2030

3. $10-15billion in tax revenue from the DA
sectorin 2030

4. $8-10 billion saved per year in retail
payment resource costs

5.$300 million saved per yearin losses
avoided from fraud due to the improved
security of DA transactions

6. 8160 per person saved by consumers
peryearin international transaction fees

7.180 hours per business saved per year
due to reduced administrative burdens
created by tax and invoicing

Approachand assumptions

The expected additional investment was estimated by calculating the average ratio between gross value add (GVA) and gross fixed capital formation (GFCF) for
Information, Media and Telecommunications (IMT) and Professional, Scientific and Technical Services (PMT) in 2018-19 and multiplying this ratio by forecast
economic contribution to GDP. This assumes that this ratio remains constant from 2021 to 2030.

The expected number of additional startups per year was estimated using two approaches.

Approach 1:estimated startups by assuming the ratio between DA startups and DA economic contribution remains constant from 2021 to 2030.
Approach 2: estimated startups by calculating the ratio between forecast startups and GDP for peer countries (Canada, Singapore, US, UK), assuming a constant growth
rate in startups and GDP and that Australia’s ratio reaches the average of its peers by 2030

Tax revenue from DA =company tax from DA businesses + GST + personal income tax from workers in the DA sector

Company tax is estimated by assuming that DA has the same profit before tax to GVA ratio as the average of IMT and PMT, and conservatively assuming that DA
companies pay the base tax rate (26%)

GST is estimated by assuming that DA has the same GST to sales ratio as the Australian economy-wide average.

Income tax is estimated by assuming that DA has the same earnings to income tax ratio asthe economy-wide average, and that DA workers have the same average
wages as tech sector workers.

Annual savings = (average resource costs with widespread adoption of DA (20% uptake) — average resource costs per personin 2021) x population of Australia. This
estimate is conservative given that DA uptake could reach 50-100% by 2050.

We assume that consumers make a constant number of payments per year from 2021 and 2030. The forecast composition of payments assumes that payment trends
from 199510 2021 continue at the same rate, and that DA comprise ~20% of all transactions by 2030 (which mirrors the uptake of payment cards after a similar
number of years after rollout).

We assume that trends in payment costs from 1995 to 2021 for each payment type continues at the same rate.

Losses avoided from fraud per year =estimated losses from fraud with widespread adoption of DA (20% uptake) — estimated losses from fraud in 2021. This estimate

is conservative given that DA uptake could reach 50-100% by 2050.

This calculation uses the same assumptions for the composition of payments as were used for Finding 4.

We assume that the fraud rate for card payments remains constant and reflects historical rates to 2030 (~ 1.1%),and that the fraud rate for DA remains constant (~0.6%),
assuming that half of all illicit DA payments from 2017 to 2021 were due to fraud.

Total savings per person =Total international transaction fees / population of Australia in 2030 aged 16 and over
We assume that all international transactions can be made through DA, and that these transactions have a negligible cost.

Assumes that time spent on administration and compliance relating to GST is reduced by 100% due to automating GST routing at the point of sale, and that time spent
relating to other taxes and invoice management is reduced by 50% due to DA efficiencies.

This estimate may be conservative as it reflects the time taken for administration and compliance for small businesses, and the time cost for the average business
may be higher.
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https://www.crunchbase.com/
https://data.worldbank.org/indicator/SP.POP.TOTL
https://data.oecd.org/gdp/investment-gfcf.htm#indicator-chart
https://mawsoninc.com/wp-content/uploads/2022/01/Cryptocurrency-and-the-distributed-digital-economy-in-Australia-10-December-2021.pdf
https://www.abs.gov.au/statistics/economy/national-accounts/australian-national-accounts-input-output-tables/2018-19
https://mawsoninc.com/wp-content/uploads/2022/01/Cryptocurrency-and-the-distributed-digital-economy-in-Australia-10-December-2021.pdf
https://www.abs.gov.au/statistics/industry/industry-overview/australian-industry/latest-release
https://www.abs.gov.au/statistics/economy/government/taxation-revenue-australia/latest-release
https://www.crunchbase.com/
https://www.ato.gov.au/Rates/Company-tax/
https://data.worldbank.org/indicator/SP.POP.TOTL
https://mawsoninc.com/wp-content/uploads/2022/01/Cryptocurrency-and-the-distributed-digital-economy-in-Australia-10-December-2021.pdf
https://www.rba.gov.au/publications/rdp/2014/pdf/rdp2014-14.pdf
https://www.rba.gov.au/publications/rdp/2014/pdf/rdp2014-14.pdf
https://techcouncil.com.au/wp-content/uploads/2022/03/2022-Tech-Jobs-Opportunity-report.pdf
https://www.rba.gov.au/payments-and-infrastructure/resources/publications/payments-au/paymts-sys-rev-conf/2007/7-payment-costs.pdf
https://www.rba.gov.au/payments-and-infrastructure/resources/publications/payments-au/paymts-sys-rev-conf/2007/7-payment-costs.pdf
https://www.abs.gov.au/statistics/people/population/national-state-and-territory-population/latest-release
https://go.chainalysis.com/rs/503-FAP-074/images/Crypto-Crime-Report-2022.pdf
https://cdn.treasury.gov.au/uploads/sites/1/2017/09/c2017-t224510_TransferWise.pdf
https://www.rba.gov.au/publications/annual-reports/psb/2021/pdf/psb-annual-report-2021.pdf
https://www.rba.gov.au/publications/annual-reports/psb/2021/pdf/psb-annual-report-2021.pdf
https://www.abs.gov.au/statistics/people/population/national-state-and-territory-population/latest-release
https://www.myob.com/content/dam/myob-redesign/au/docs/business-monitor-pdf/2015/2-the-costs-of-gst-hitting-small-business-hardest.pdf
https://www.rba.gov.au/payments-and-infrastructure/credit-cards/iii-submissions-vol1/c3-visa-debit-au.pdf
https://www.rba.gov.au/payments-and-infrastructure/credit-cards/iii-submissions-vol1/c3-visa-debit-au.pdf
https://www.xero.com/au/resources/small-business-insights/
https://www.getpinch.com.au/blog/the-ultimate-list-of-cash-flow-payment-and-small-business-stats-for-2021/

Appendix 1b

Annual investment in DA firms Australia could grow to $15 - $20 billion per year by
2030 and the number of new startups could reach 1000 annually

Appendix exhibit 1: Forecast annual investment into Australian DA firms Appendix exhibit 2b: Forecast growth in digital asset firms in Australia
S billions

Number of firms

$15-20B 1000

S$15-20 billion ary 700-1000

A
in investment in DA firms per D - start-ups in the DA sector per
year by 2030 year by 2030
$0.2B 20
|
2021 2030 2021 2030




A leading DA sector could generate an additional 10-15B in tax revenue each year

Appendix exhibit 2: Forecast additional tax revenue from the DA sector
S billions, annual, 2030

Personal income tax

Company tax

$10-15 billion

in tax revenue from the DA
sector per year by 2030

GST
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Appendix 1d

Annual Investment in DA firms Australia could grow to $15 - $20 billion per year

by 2030

Appendix exhibit 3: Select consumer and business savings

S billions, annual, 2030

Just a selection of the savings to consumers and businesses are
displayed in this exhibit. The total savings to consumers and
businesses facilitated by DA will be significantly greater.

$4B $03B
Retail Internationational Fraud GST
transaction costs transaction fees

>

Sum

$8-10 billion

saved per year in retail payment resource
costs

saved by consumers per year in
international transaction fees

S$300 million

saved per year in losses avoided from fraud
due to the improved security of DA transactions

$16 billion or 80
hours per business

saved per year from reduced tax and
invoicing administration
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Listof keywords for digital assets

Keywords used to define DA sector in data analysis

blockchain

cryptocurrency

“crypto currency"
"crypto-currency”

stablecoin

"hash function”

"digital token"

"security token"

"utility token"

"“community token"
"non-fungible token"

NFT

web3

"web3.0"

"distributed ledger technology"
DLT

"decentralised autonomous organisation”
DAO

"Central bank digital currency”

chdc

"smart contract"
ethereum

bitcoin

tether

binance

defi

"decentralised finance"
"proof of stake"
“crypto mining"
“crypto-mining"
"cryptocurrency mining"
"digital money"
“crypto-asset”

"crypto asset"

"digital asset exchange"
"digital custody”

"digital custodian”

>
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Principle 1: Outcomes-based regulation

Appendix 3

Outcomes-based regulations provide industry with the flexibility to achieve regulatory
goals in innovative and efficient ways

Outcomes-based regulations

Regulations should specify the outcomes that the sector
must achieve, but allow the sector to choose the most
appropriate technologies and processes to achieve these
outcomes.

Key benefits

Outcomes-based regulations can facilitate
more innovative and competitive markets
than prescriptive rules would, by incentivising
organisations to innovate and develop the
most efficient processes to achieve regulatory
outcomes.

v

v As outcomes-based regulations can adapt to
rapid developments in the sector without
incurring the costs of regularly amending
legislation.

Case study: Point-to-point transport regulation in NSW

Background

In 2016, NSW Government regulations transitioned from prescriptive rules-based taxi regulations to outcomes-based
regulations of point-to-point transport to improve competition, innovation and passenger satisfaction with transport services.!

Summary of reforms to point-to-point transport regulations

Regulation before the reforms

= Regulations contained detailed prescriptions on
communications equipment and methods of vehicle
identification, but did not accommodate innovations
such GPS technologies in fare meters.

= Regulations only accommodated traditional rank-
and-hail taxi services and hire cars and could not be
adapted to accommodate app-based ridesharing
businesses.

Outcomes

The new regulations are designed to facilitate new
forms of point-to-point transport, regardless of the
technologies used to provide these services.

Rather than needing to comply with prescriptive rules,
service providers must now establish a Safety
Management System which allows them to choose
appropriate methods to reduce risk to consumers.

The shift to outcomes-based regulations has saved the taxi and hire car sector over $30M per year in compliance costs. The
reforms saw rapid growth in the market, with a 45% increase in the number of point-to-point transport trips taken across Sydney,
Wollongong, Newcastle and Central Coast over the 18 months after they were introduced.?
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https://www.parliament.nsw.gov.au/lcdocs/submissions/68016/0063%20NSW%20Government%20and%20Point%20to%20Point%20Transport%20Commissioner.pdf
https://www.transport.nsw.gov.au/system/files/media/documents/2021/Point%20to%20point%20independent%20review%20report.pdf
https://www.parliament.nsw.gov.au/lcdocs/inquiries/2594/Report%20No%2013%20-%20PC%206%20-%20Operation%20of%20the%20Point%20to%20Point%20Transport%20Act%202016.pdf
https://www.transport.nsw.gov.au/system/files/media/documents/2021/Point%20to%20point%20independent%20review%20report.pdf
https://www.productivity.nsw.gov.au/sites/default/files/2021-11/nsw-productivity-commission-regulating-emerging-technologies-research-and-discussion-paper.pdf

Principle 2: Agile, iterative and collaborative design Appendix 4

Agile, iterative and collaborative regulation ensures that the sector can efficiently
respond to emerging opportunities and challenges

Agile, iterative and collaborative regulation Case study: Buy-now pay-later (BNPL) regulation

The regulatory development process should be

designed to allow regulators to respond rapidly to Background'

developments in the sector. This can be facilitated Early regulation of the successful BNPL sector was guided by agile policymaking and strong collaboration between industry,
through flexible instruments such as guidance notes government and consumer groups. In response to a Senate inquiry recommendation, BNPL businesses developed an industry
and frequent iterations informed by joint problem- Code of Practice after extensive consultation with consumer advocates, regulators and industry members. This Code is now
solving between ecosystem players, including administered by the Australian Finance and Industry Association and is supported by formal ASIC oversight.

regulators, businesses and consumer groups. ) o ) )
The Code has strengthened consumer protections by requiring compliant members to (among other things):

= provide hardship assistance for consumers which mirrors the standards required for credit products

Key benefits = prevent consumers from making additional BNPL purchases when they are behind on repayments — a feature that is
not required of credit products under existing regulations.
v Agile non-legislative instruments facilitates
frequent revisions to policy to allow
regulatory frameworks to adapt to evolving Outcomes

. A BNPL share of e-commerce transactions?
industry dynamics.

The cooperative and productive relationship between regulators
and the BNPL sector facilitated the development of an agile

regulatory framework which supports business innovation while Australia
v Collaboration ensures that regulation is providing protections for consumers. Europe 7
designed in a way that is relevant to the This enabled Australia to become a global leader in BNPL, North America »
sector, achieving regulatory objectives while with BNPL transactions accounting for a significantly greater |
minimising the burden on ecosystem players. share of e-commerce transactions in Australia compared to APAC T
its international peers. Latin America 0

Global average: 2.1%


https://afia.asn.au/AFIA-Buy-Now-Pay-Later-Code-of-Practice
https://treasury.gov.au/sites/default/files/2021-08/p2021-198587.pdf
https://download.asic.gov.au/media/5852803/rep672-published-16-november-2020-2.pdf
https://www.auspaynet.com.au/sites/default/files/2021-02/AusPayNet%20Submission%20-%20Treasury%20Payments%20System%20Review%20Final.pdf
http://offers.worldpayglobal.com/rs/850-JOA-856/images/1149143_GPR_DIGITAL_ALL_PAGES_SINGLES_RGB_FNL8B.pdf?mkt_tok=ODUwLUpPQS04NTYAAAF7weXPLhQkIKf5rxcC7SryiQXrUBRZ_myeYeh3oyXiSsNdWQ8Tnqf4VWXjtW4N5J79GsVTgE0qmZjVHpbdNne3hwvfTTd7JbrxAhj8c9ICq3LvIds

Principle 3: Global market-focused Appendix 5

Regulations that are developed in light of global developments can improve
efficiency and unlock international opportunities for the sector

Global-market focused

Case study: Alignment with international financial reporting standards

Due to the borderless nature of DA, the regulatory

approach should consider international Background
developments in the space, and align where The development of Australian accounting standards has benefited from consideration of cross-border approaches. In 2002,
appropriate. Regulators should consider how the Australian Financial Reporting Council harmonised its national accounting standards with the International Financial
domestic regulations may interact with the global Reporting Standards (IFRS), taking effect from 2005.1 This transition process involved a series of amendments to previous
economy, and how maximum efficiency can be Australian Accounting Standards to ensure they were compliant with IFRS.2IFRS is now the de facto international standard, with
achieved while meeting Australia’s objectives. over 150 jurisdictions aligning with the standard.3
. Outcomes
Key benefits
While some Australian organisations noted challenges with complying with the IFRS-aligned Australian Accounting
v By considering how domestic regulations Standards, organisations generally experienced the following benefits from cross-border consistency:’

interact with the international digital asset

markets, Australian regulations should be

designed to improve the international Key benefits of cross-border consistency in financial reporting standards?
competitiveness and efficiency of the

Australian DA sector.

Significant cost savings in More accurate analyst forecasts, as
preparing financial reports for financial statements are more informative
v Cross-border consistency will support transnational organisations of a business’ market value

growth in the sector as knowledge, skills
and resources will flow more easily between

. Improved ability to compare
countries. P y P

Australian businesses with global
peers

Greater international mobility of users
and preparers of financial statements


https://www.aasb.gov.au/admin/file/content102/c3/AASB_RR-12_10_16_IFRS_Lit_Review.pdf
https://www.aasb.gov.au/admin/file/content102/c3/AASB_Review_of_IFRS_research_report_03-17.pdf
https://www.aasb.gov.au/admin/file/content105/c9/AASB1_07-04_COMPjun07_01-08.pdf
https://www.ifrs.org/use-around-the-world/use-of-ifrs-standards-by-jurisdiction/

Principle 4: Risk-calibrated regulation Appendix 6

Risk-calibrated regulations minimise the compliance burden of low-risk
activities, ensuring that regulator resources are used most efficiently

Case study: A risk-calibrated approach to Australian merger law

Risk-calibrated regulation

Background
A risk-calibrated approach to regulation ensures that
regulatory burdens on ecosystem players are The ACCC has a multi-stage informal merger review process which applies varying levels of scrutiny depending on the risk
proportionate to the level of risk associated with an that a merger could harm competition.?
activity. . : : o N
There are generally four sequential phases of review: a rapid pre-assessment, two phases of public review and litigation.2 At each
stage, transactions considered to have a low risk of harm are cleared, while transactions of concern proceed to the next phase of
review. Earlier phases of review are faster and less resource-intensive, minimising the compliance burden for low-risk
transactions.
Key benefits Outcomes
y Outcomes of ACCC merger reviews, 2020-13
In 2020-1:2
v Businesses that which perform low-risk = Rapid pre-assessments were used to clear e s
activities experience minimal, streamlined 95% of matters considered T~ All matters
. . 424 considered !
and predictable regulatory processes, which - N - ded t "
provides these businesses with the flexibility "0 matters proceeded 1o a costly 402 matters (95%)
. litigation process °
to innovate. were cleared i
i i . Y e Matters proceeding
This ensures that low-risk mergers are allowed through the rapid E— —7 to ‘Phase 1’
to proceed with minimal compliance outlay. pre-assessment
. process
v Regulators can use their resources more )
efficiently by focusing on high-risk —{ :}" Matterstprc');ﬁedng,
activities. 0 Fhase
_______________________ Mergers proceeding
@ to litigation


https://www.accc.gov.au/system/files/D17-156292%20Informal%20Merger%20Review%20Process%20Guidelines%20-%20updated%20November%202017_0.PDF
https://www.accc.gov.au/publications/accc-aer-annual-report/accc-aer-annual-report-2020-21

Appendix 7

Summary of work underway to support DA skills, innovation and investment

Sector
objective

Selected Australian
initiatives

Led by...

Description

Overall assessment

Ld

Develop a

Digital Employment
Forum

Kl

DGO

Tech Council and
Digital Skills Org

The Digital Employment Forum brings together educators, tech businesses and researchers
to develop a strategy to attract and train 1 million tech workers by 2025.1

The National Skills Commission provides detailed market analysis. This data can inform

There is good
progress towards
this objective with
initiatives led by

skilled i i Bk i i . o s . -
National Skills ‘3". National Skills areas such as skilled migration policies and student career choices.2 both industry and
workforce Commission ¥ Commission government.
DA regulatory Federal The Government has committed to a token mapping exercise to inform regulation of digital
framework {:} Government assets, and has also indicated it will seek to develop a regulatory framework for exchanges
and custody arrangements.
Sydney Tech AR NSW Government To encourage collaboration within industry and with universities, the NSW Government is .
Central ‘!-“—,-" developing a tech precinct near major Sydney research institutions.4 While there are
R hi some emerging
/' dc?;e:sr:c into a be RBA and The RBA and industry partners developed a proof-of-concept for a wholesale (interbank) CBDC. initiatives to support
n.D.I]J] ! M commercial banks The project showed how a CBDC could improve efficiency and security.5 innovation and
wholesale CBDC === investment
ASIC Innovation \ ASIC’s Innovation Hub provides informal guidance to eligible fintech startups on navigating including the
Accelerate Hub (& ASIC Australian regulations and facilitates testing of new fintech products through its Enhanced Treasury
industry Regulatory Sandbox.6 consultation paper
innovation on CASSPrs,0 the
and RMIT Blockchain . RMIT RMIT Blockchain Innovation Hub brings together industry and academia to develop sector would
investment Innovation Hub blockchain solutions and to publish research and submissions on blockchain policy.” benefit from more
DA-focused,
Blockchain Australia Blockchain Blockchain Australia advocates for the economy-wide adoption of DA tech by developing cohesive and
advocacy « " Australia industry best-practice codes and policy recommendations. It also hosts the annual comprehensive

DA offerings from
commercial banks

Commonwealth
Bank

S
MN
N IN
=

Blockchain Week to catalyse activity in the sector.8

In 2021, Commonwealth Bank began allowing customers to trade in 10 different digital coins
in its banking app, becoming one of the world's first commercial banks to do so. This was
seen to validate the commercial legitimacy of DA in Australia.®

policy.
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https://techcouncil.com.au/def/
https://www.nationalskillscommission.gov.au/about/about-national-skills-commission
https://digitaleconomy.pmc.gov.au/2022-update/total-investment
https://www.tc.sydney/
https://www.rba.gov.au/media-releases/2021/mr-21-30.html
https://asic.gov.au/for-business/innovation-hub/
https://rmitblockchain.io/
https://blockchainaustralia.org/
https://www.commbank.com.au/articles/newsroom/2021/11/CBA-to-offer-crypto-services.html
https://www.afr.com/companies/financial-services/cba-to-add-crypto-to-its-banking-app-20211102-p595da
https://www.afr.com/companies/financial-services/cba-crypto-move-will-shake-up-the-industry-20211103-p595kg
https://treasury.gov.au/sites/default/files/2022-03/c2022-259046.pdf

Appendix 8a

Holon is an Australian company, aiming to
revolutionise data storage

Holon is an Australian company, working to revolutionise data storage. Holon
is investing in, and building infrastructure for, the global Filecoin data storage
network - contributing to building the backbone of Web 3.0 cloud.

Holon case
study

Filecoin’s decentralised and distributed data storage model offers new levels
of data sovereignty (ownership of data), robustness (through distribution) and
immutability (via cryptography). Filecoin will support the next iteration of the
internet - Web 3.0 - that includes non-fungible tokens (NFTs), the open
Metaverse, and new business governance models such as decentralised
autonomous organisations (DAOs) - to name just a few.

Holon's driving goal is to support all Australian businesses and attract FDI into
Australia with this new service, which is robust, cost effective and verifiably
secure data storage. Holon’s storage capacity will scale to 140 PiB by the end
of 2022 that is the equivalent of 315,000 years of music.

Holon's shareholders and partners have invested more than $30 million dollars
to date to acquire the data centre hardware, staking collateral and team
required to go after the opportunity. In the next ten years, Holon is expected to
scale the hardware and collateral upwards of $5 billion, creating up to 100 new
jobs with permanent staff, consultants and specialists generating more than $1
billion in economic contribution.




Cash App case
study
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Appendix 8b

Cash App is integrating digital assets into
personal finance and payments

Digital wallets and payments via smartphone are becoming increasingly
prevalent, with Cash App (developed by Block Inc.) being one such example.
Cash App providers users with instant and free peer-to-peer money transfer
services, and allows users to make purchases via a digital debit card and also
invest in stocks.

In recognition of growing demand for access to digital assets from users,
bitcoin was integrated into Cash App in 2018. This allowed customers to
buy, sell and transfer bitcoin, similar to how they manage their fiat money. In
2022, Cash App integrated the Lightning Network, enabling users in the US
to send bitcoin to any compatible Lightning wallet, anywhere in the world -
instantly and for free.

The integration of bitcoin into services like Cash App highlights the increasing
viability of DA technology to not only act as a store of value, but as an
everyday means of exchange. The outcome of which is a significantly
expanded use case and take up of DA technology in personal financial
management. In the case of Cash App, more than 3 million customers
purchased or sold bitcoin in 2020 and in January 2021 alone, more than 1
million people purchased bitcoin for the first time.
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Zepto case
study

> Sources: Fapta

Appendix 8c

Zepto is an Australian FinTech that'’s
transforming the way value moves
through the digital economy

While the economy has undergone a digital revolution, the payments
infrastructure for merchants has not kept up. A confluence of factors across
market and consumer demand, technology innovation and public policy has
delivered a moment of transformative change for the payments industry.
However, merchant access to this modern payments paradigm remains an
issue due to legacy frameworks.

The Zepto platform provides merchants with efficient, scalable, data rich and
secure access to Australia's digital payments infrastructure. As a payment
solutions provider, Zepto is facilitating merchants to reach a future state that
includes real-time payments, open banking, blockchain technology and yet-to-be
imagined stores of value. The Zepto platform is designed to move any future
store of value, not just fiat currency, allowing its customers to support DA
technologies as they emerge and become mainstream.

Zepto is a by-developers, for-developers Financial Cloud Products provider
that offers composable and scalable API-first access to wherever value and
data are stored, starting with the bank account. This enables merchants to
freely devise their own unique payment flows, and realise the benefits of the
digital revolution.

Zepto currently serves hundreds of Australian businesses and is growing.
Zepto's partners include Binance Australia, Superhero, Novatti Group, Nimble,
Powerpay, Spaceship, Bluestone, Rentbetter, Biz Pay and Get Blys. The
company is growing rapidly, and is on track to process more than A$50 billion
in payments volume in 2022. Zepto is assessing expansion into international
jurisdictions including New Zealand and the USA. Zepto is attracting
significant investment and adding value to the economy as it scales. As a
Byron Bay headquartered, remote workforce Zepto is also providing job
opportunities for many across regional Australia.
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This documentis intended for general informational purposes only. The analysis in this report was commissioned by Technology Council
of Australia and prepared by Accenture on behalf of Technology Council of Australia.

Views and opinions expressed in this document are based on Accenture’s knowledge and understanding of its area of business, markets and
technology. Accenture does not provide medical, legal, regulatory, audit, or tax advice, and this document does not constitute advice of any
nature. While the information in this document has been prepared in good faith, Accenture disclaims, to the fullest extent permitted by
applicable law, any and all liability for the accuracy and completeness of the information in this document and for any acts or omissions
made based on such information. Opinions expressed herein are subject to change without notice

This document may make references to third party names, trademarks or copyrights that may be owned by others. Any third-party names,
trademarks or copyrights contained in this document are the property of their respective owners.



