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Electronic Money Association
Crescent House

5 The Crescent

Surbiton, Surrey

KT6 4BN

United Kingdom

Telephone: +44 (0) 20 8399 2066
www.e-ma.org

Alex Bosinceanu

Her Majesty’s Revenue and Customs
PO Box 4000,

CARDIFF,

CF14 8HR

By email to financialproductsbai@hmrc.gov.uk.

08 June 2023

Dear Alex

Re: EMA response to HMRC consultation on the taxation of decentralised finance
(DeFi) involving the lending and staking of cryptoassets

The EMA represents payments, crypto asset and FinTech firms, engaging in the provision of
innovative payment services, including the issuance of e-money, e-money tokens, open
banking payment services, and cryptoasset related services including stable coins. The EMA
was established some 20 years ago and has a wealth of experience in regulatory policy
relating to payments, electronic money, and more recently crypto assets. A full list of our
members is provided in the appendix to this document.

In August 2022, the EMA participated in HMRC’s call for evidence on the taxation of
Decentralised Finance (DeFi) involving the lending and staking of cryptoassets. In this
response, the EMA and its members provided a view of how the current approach to the
taxation of DeFi lending and staking could lead to the UK being seen as a less favourable
place to do business, when rules create situations where transactions are treated as
“disposals”, despite the effective economic ownership of the cryptoassets being retained.
This creates a tax liability despite no gain being realised.

The EMA was supportive of a change to the current rules, particularly in line with the UK
government's plan to become a “global hub” for cryptoassets. In order for this vision to be
achieved, a key ingredient is an appropriate and technology-friendly tax framework to be put
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in place, for both DeFi lending and staking and for cryptoasset trading as a whole. The EMA
further supported ‘Option 2’ of the government’s proposed alternatives (legislate to create
separate rules for DeFi lending and staking) as this may provide a basis for developing a
more tailored tax treatment of DeFi lending and staking. It would for example remove from
the scope of Capital Gains Tax certain lending and staking activities, without requiring
cryptoassets to be classified as ‘securities’.

Following the outcome of this call for evidence, on 27" April 2023 HMRC launched a new
consultation on the taxation of DeFi lending and staking. As part of this, the government has
outlined its position that ‘Option 2’ is seen as the best approach, and thus HMRC is consulting
on the implementation of a new taxation approach. Under this proposal, a charge to Capital
Gains Tax will arise only when the cryptoassets are economically disposed of (such as an
outright sale or when they are exchanged for goods and services).

The EMA and its members are supportive of the government's proposed approach. We agree
that it is necessary to overhaul the current approach to DeFi taxation and believe HMRC'’s
proposals in this regard are fair and proportionate. We also want to commend the process of

engaging with the industry in public calls for evidence and consultation to try to achieve the
right outcome.

We would be grateful for your consideration of our above comments and remain at your
disposal to discuss this matter further.

Thank you.

Yours sincerely,
J— .
Rkt

Dr Thaer Sabri
Chief Executive Officer
Electronic Money Association
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Members of the EMA, as of June 2023

AAVE LIMITED

Account Technologies
Airbnb Inc

Airwallex (UK) Limited
Allegro Group

American Express
ArcaPay Ltd

Azimo Limited

Banked

Bitstamp

BlaBla Connect UK Ltd
Blackhawk Network Ltd

Boku Inc

Booking Holdings Financial Services
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Monevyhub Financial Technology Ltd

Moorwand
MuchBetter

myPOS Payments Ltd
NOELSE PAY
NoFrixion Ltd

Nuvei Financial Services Ltd
OFX

OKTO

One Money Mail Ltd

OpenPayd
Own.Solutions

Park Card Services Limited

Paymentsense Limited

International Limited

CashFlows
Circle

Citadel Commerce UK Ltd

Contis
Corner Banca SA

Crypto.com
Curve

eBay Sarl
ECOMMPAY Limited

Em@ney Plc
emerchantpay Group Ltd

Etsy Ireland UC

Euronet Worldwide Inc

Facebook Payments International Ltd

Financial House Limited

First Rate Exchange Services

Paynt
Payoneer Europe Limited

PayPal Europe Ltd

Paysafe Group
Plaid

PPRO Financial Ltd
PPS

Ramp Swaps Ltd
Remitly

Revolut
Ripple
Securiclick Limited

Skrill Limited

Soldo Financial Services Ireland DAC

Square
Stripe

SumUp Limited
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https://aave.com/
https://www.accounttechnologies.com/
https://www.airbnb.com/
https://www.airwallex.com/uk
http://allegro.pl/
https://www.americanexpress.com/
https://www.arcapay.com/
https://azimo.com/en/
https://banked.com/
https://www.bitstamp.net/
https://www.blablaconnect.com/
http://blackhawknetwork.com/
https://www.boku.com/
https://e-ma.org/
https://e-ma.org/
https://www.cashflows.com/
https://www.circle.com/en
http://www.citadelcommerce.com/en
https://www.contis.com/
https://www.corner.ch/it/
http://crypto.com/
http://www.imaginecurve.com/
http://www.ebay.com/
https://ecommpay.com/
https://emoney.mt/
https://www.emerchantpay.com/
https://www.etsy.com/
http://www.euronetworldwide.com/
https://www.facebook.com/
https://www.financialhouse.io/
http://www.firstrate.co.uk/
https://www.moneyhubenterprise.com/
https://www.moorwand.com/
https://www.muchbetter.com/
https://www.mypos.eu/
https://noelse.com/
https://www.nofrixion.com/
https://nuvei.com/
http://www.ofx.com/
https://www.oktopay.eu/
http://1mm.eu/
https://www.openpayd.com/
https://own.solutions/
http://www.parkgroup.co.uk/default.aspx
https://www.paymentsense.com/
https://paynt.com/
https://www.payoneer.com/
https://www.paypal.com/uk/webapps/mpp/home
https://www.paysafe.com/
https://plaid.com/uk/
https://www.ppro.com/
http://prepaysolutions.com/
https://ramp.network/
https://www.remitly.com/us/en/
https://www.revolut.com/
https://www.ripple.com/
http://www.nochex.com/
https://www.skrill.com/en/home/
https://www.soldo.com/
https://squareup.com/
http://www.stripe.com/
https://sumup.ie/
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FIS Syspay Ltd

Flex-e-card Transact Payments Limited
FElywire TransferMate Global Payments
Gemini TrueLayer Limited

Global Currency Exchange Network Limited Trustly Group AB

Globepay Limited Uber BV

GoCardless Ltd Vitesse PSP Ltd

Google Payment Ltd Weavr Limited

HUBUC WEX Europe UK Limited
IDT Financial Services Limited Wirex Limited

Imagor SA Wise

Ixaris Systems Ltd WorldFirst

MANGOPAY WorldRemit LTD

Modulr FS Europe Limited Yapily Ltd

MONAVATE

Page 4 of 4


https://www.fisglobal.com/
http://www.flex-e-card.com/
https://www.flywire.com/
https://gemini.com/
https://www.gcpartners.co/
http://www.globepay.co/
https://gocardless.com/
https://www.google.com/wallet/
https://www.hubuc.com/en
https://idtfinance.com/
https://www.sodexo.be/nl
https://www.ixaris.com/
https://www.mangopay.com/
http://www.modulrfinance.com/
https://www.monavate.com/
https://app.syspay.com/
https://www.transactpaymentsltd.com/
http://www.transfermate.com/
https://truelayer.com/
https://www.trustly.net/
https://www.uber.com/
https://vitessepsp.com/
https://www.weavr.io/
https://www.wexeurope.com/
https://wirexapp.com/
https://wise.com/
https://www.worldfirst.com/
https://www.worldremit.com/
https://www.yapily.com/

