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Re: Submission by the Emerging Payments Association Asia (EPAA) to the
Review of the Enhanced Regulatory Sandbox

Dear Ms El Dimachki,

6 February 2026

The Emerging Payments Association Asia (EPAA) welcomes your appointment as
independent reviewer and the Review of the Enhanced Regulatory Sandbox (ERS) by
the Australian government. The ERS has been an important initiative, however its
uptake and impact have been limited to date. 
 
To maximise public benefit and align with Australia’s broader financial service
competition and innovation objectives (including the G20 cross‑border payments
objectives), EPAA recommends the following: 

(1) clarifying purpose to be about innovation and not merely a pathway to licensing; 
(2) establish focus on areas of strategic importance such as cross-border payments,
tokenised money / digital assets and financial crime; 
(3) expanding regulator involvement beyond ASIC to include other regulators such as
APRA, ACCC and RBA where relevant; 
(4) working more closely with regional regulatory counterparts; 
(5) enabling participation in the ERS to include a wide range of established players as
well as startups; 
(6) adopting a robust measurement framework and improving transparency,
timelines and regulator‑industry engagement. 

1. Introduction

The Emerging Payments Association Asia (EPAA) welcomes the opportunity to
provide input into the Review of the Enhanced Regulatory Sandbox (ERS). EPAA
represents a broad cross‑section of the Asia‑Pacific payments ecosystem, including
banks, fintechs, payment system operators, technology providers, and global
industry leaders. Our members are active participants in regional and global
regulatory dialogues, including the BIS/CPMI Payments Interoperability and
Extension (PIE) Taskforce, the FSB Legal, Regulatory and Supervisory (LRS) Taskforce,
and the API Expert Panel. More information about EPAA can be found on our website
www.emergingpaymentsasia.org

This submission draws on feedback that EPAA has received from its members as well
as from EPAA’s 2024 white paper on Regulatory Sandboxes. Please note however,
that while we have consulted within our membership, any views expressed in this
submission are solely the views of EPAA and do not necessarily represent the views
of individual contributors, EPAA Ambassadors or EPAA Members.

Ms Maha El Dimachki
Independent Reviewer
Enhanced Regulatory Sandbox Inquiry
ersreview@treasury.gov.au

http://www.emergingpaymentsasia.org/
mailto:ersreview@treasury.gov.au
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2. Consultation Questions

2.1. What are the benefits and limitations of the current ERS?

Benefits

EPAA has consistently supported regulatory innovation mechanisms that promote
competition, enhance regulatory clarity, and accelerate the development of safe,
efficient, and interoperable payment systems. Regulatory sandboxes, when
well‑designed, can play a meaningful role in achieving these objectives.

EPAA believes that the ERS provide a benefit within the Australian market by offering
new entrants with a pathway to test their offering and to work towards their ASIC
licensing in a controlled environment. 

We also believe the existence of the ERS allows Australia to keep pace with its
regional neighbours and to signal to the market that it is open to innovation and can
attract investment and international entrants. 

Further, the ERS creates opportunities for regulators to observe and learn about
emerging technologies and business models in practice, enhancing their ability to
respond in a thoughtful and measured way.

Limitations

The relatively low uptake of the Australian ERS suggests there are significant
limitation to its design. In the past five years there has been less than twenty
participants and while actual numbers are difficult to come by, it would appear this is
less used than similar sandboxes offered in Singapore and Hong Kong. 
Some of the limitations include: 

Restricted scale and eligibility: Current customer and funds caps, and the
exclusion of established firms in many cases, may limit the ERS’s usefulness for
systemic or multi‑jurisdictional innovations.

Insufficient cross‑border capability: The ERS is primarily domestic and does not
adequately support cross‑border payments or interoperability testing.

Weak measurement and feedback loops: Minimal mandatory reporting and
limited use of ERS learnings to inform licensing or regulatory reform reduce the
sandbox’s policy value.

Perception risk: If the ERS is used as a de facto licensing gate or as a way to
extract regulatory learning without reciprocal benefit, the ERS risks being seen as
a compliance hurdle rather than an enabler.

Limitation to ASIC only: Australia has a complex, multi-regulator regime and the
ERS should better accommodate the involvement of other regulators such as
APRA, ACCC and RBA.

2.2. What outcomes should the ERS aim to achieve, and how should success be
measured?

Primary outcomes
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EPAA believes that the outcomes of the ERS should be:

Accelerated, safe market entry for genuinely innovative products and services.

Regulatory clarity and proportionate protections for tested offerings.

Learnings that inform law, guidance and regulatory practice, and in particular,
support regulatory coordination both within Australia and with regional partners.

Support for cross‑border interoperability and reduced frictions in payments.

Increased private investment and jobs in the financial services ecosystem.

Measurement framework (recommended)

EPAA strongly believes that measurement is critical for determining the success or
otherwise of a regulatory sandbox. We believe the metrics for the ERS should
include:

Input metrics: number of applications; cohort composition (startups, incumbents,
international entrants); time to decision.

Process metrics: average application assessment time; frequency of
regulator‑participant interactions; compliance incidents during testing.

Output metrics: number of participants exiting to licensing or commercial launch;
number of regulatory changes or guidance informed by ERS learnings.

Impact metrics: jobs created; investment attracted; measurable improvements in
payment speed/cost/interoperability for tested solutions; consumer outcomes
(complaints, remediation).

Evaluation cadence: quarterly monitoring, mid‑cohort reviews, and a formal
independent evaluation after each cohort with public‑facing summaries of
anonymised lessons learned.

2.3. How should the ERS be amended to accommodate a broader range of
innovative firms (e.g. small start‑ups, international fintechs or established
entities testing new products)?

Eligibility and cohort design

EPAA would propose some of the following to be considered as ways in which
eligibility and cohort design of the ERS could be improved. 

Introduce thematic cohorts (e.g., cross‑border payments, digital identity, AML/CTF
regtech, tokenised settlement) to attract relevant participants and concentrate
regulatory expertise.

Raise or tier exposure thresholds for established or well‑capitalised participants
while retaining lower thresholds for early‑stage firms. Tiering allows larger tests
for incumbents and smaller, lower‑risk tests for startups.



EMERGING PAYMENTS ASSOCIATION ASIA pg 5

Permit established firms to test policy‑level changes through a parallel “policy
sandbox” track that focuses on systemic or infrastructure innovations rather than
single product proofs‑of‑concept

Allow international entrants to participate under clear conditions (local agent,
local complaints handling, capital/insurance requirements) to encourage market
entry and comparative learning.

To ensure consumer protections are retained, we would propose proportionate
consumer protections (disclosures, caps, mandatory remediation arrangements) and
requiring insurance or compensation mechanisms appropriate to the participant tier.

2.4. How can the ERS be amended to provide a more structured pathway to an
Australian financial services or credit licence?

Clear, published exit pathways

While EPAA believes that the ERS should function as more than just a pathway to a
licence, we would recommend the following be considered to help ensure that this
pathway remains viable for those who wish to use it:

Publish the types of relief available and the criteria that, when met, will support a
transition to licensing.

Require participants seeking to access the ERS to obtain a licence submit a
licensing transition plan at entry, with milestones and regulator checkpoints.

Ensure that ERS learnings are considered when developing licensing guidance,
including that ASIC publish how sandbox evidence influenced licensing decisions
(recognising de-identification or removal of confidential information may be
required).

Assign a dedicated contact person within the relevant regulator for each ERS
participant seeking to obtain a licence.

2.5. How should the scope of products and services covered by the ERS be
broadened while upholding tech‑neutrality?

It remains important to ensure technology‑neutral eligibility that eligible activities be
defined by economic function and risk profile (e.g., payment initiation, custody,
settlement, credit intermediation) rather than by specific technologies. To enable this
the following should also be considered:

Multi‑language capability should be embedded across the sandbox’s UI, policy,
and API layers to support wider participation and ensure consistent regulatory
interpretation. All regulatory requirements, data fields, and reporting obligations
should be machine‑readable by default, enabling structured translation,
automated rendering across languages, and consistent supervisory oversight. 

A common reporting layer, supported by canonical data models, would allow
firms to submit information in their preferred language while maintaining
uniform underlying semantics. This must be underpinned by a formal
translation‑governance framework to ensure accuracy, legal certainty, and
interoperability across jurisdictions.
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Clear guardrails, shared evidence on risk and performance, and other
foundational confidence‑building measures, including operational transparency
and assurance, trust between regulators, trust for market participants and
end‑users, and confidence in the underlying technology and data.

2.6. How can the current eligibility criteria be improved to increase participant
uptake?

Practical changes

EPAA is of the view that regulatory sandboxes should be focussed on innovation as
opposed to merely being a pathway to licensing. The ERS should not become a
mandatory precursor to licensing. Regulators should avoid funnelling applicants into
the sandbox unless testing is genuinely required.

As such, the ERS should be available to a wide range of potential participants,
reflecting that innovation can come from anywhere. 

On this basis, we believe that ERS participant should be opened up to include entities
that are already regulated and / or licensed but wish to test a new product or service
in a safe regulatory space. 

This could be supplemented through the introduction of tiered exposure limits: for
instance, higher caps for established firms or consortiums could be available with
stronger controls.

As part of this widening, we would recommend the ERS enable consortium
applications. This could allow multi‑jurisdictional or multi‑party applications to test
end‑to‑end cross‑border solutions.

2.7. How do you perceive ASIC’s effectiveness at enabling financial innovation
in Australia (e.g. through ASIC’s innovation hub)? Do you have suggestions for
how it could be improved?

No Australian regulator takes as active as an approach as overseas regulators such
as the Monetary Authority of Singapore in terms of actively fostering financial
innovation. 

However, ASIC, through the establishment of its Innovation Hub and the provision of
regulatory relief for complex wholesale experiments such as Project Acacia, has
demonstrated its interest in enabling financial innovation.

Areas for improvement

While regulators such as ASIC have much to learn from catalytic regulators such as
MAS, there are some specific areas where ASIC and any Australian regulator
supporting the ERS could benefit from:

Stronger use of ERS learnings: ensure ERS outcomes feed directly into licensing
guidance and law reform processes. Publish anonymised case studies and
regulatory responses.
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Greater transparency and service standards: publish timelines, decision criteria,
and regular public reporting on ERS cohorts and outcomes.

Enhanced cross‑agency coordination: formalise collaboration and involvement
with RBA, Treasury, APRA and other relevant agencies for cross‑border and
systemic tests.

Dedicated cross‑border stream and international engagement: proactively
engage peer regulators (MAS, HKMA, Bank of Thailand, Bank Negara Malaysia,
Reserve Bank of India and Pacific central banks) to design reciprocal testing
arrangements and mutual recognition pilots.

Resource allocation and specialist teams: create thematic specialist teams
(payments, digital assets, combatting financial crime) to accelerate assessments
and provide deeper technical expertise.

Structured feedback and capacity building: run targeted hackathons, working
groups and public‑private forums to surface use cases and build shared
understanding before formal sandbox applications. Capacity building should
extend to regulators and participants, enabling knowledge sharing (where
appropriate), collaboration skills and both domestic and regional development.

2.8. What are the key barriers to financial innovation in Australia? Are there
different barriers across specific stages of development, from start-ups to
established firms, and do these barriers vary by sector? 

While there are significant barriers to financial innovation generally, we would note
that regulation can often be one of the most challenging aspects. 

Australia is a relatively small market by global standards and the costs involved with
licensing and regulatory compliance can often make entering a market such as
Australia daunting for a new entrant.This is compounded by the fact that Australian
regulators have mandates of that are generally designed to protect consumers from
harm and do not focus on innovation per se. A greater pro-active focus on innovation
could benefit but as an enabler for private sector innovation, so as not to crowd out
private investment and innovation. 

2.9. Are there other enabling factors that should be considered in relation to
fintech and innovation in Australia? 

As a “middle power” with a strong voice in international affairs, Australia should
continue to push for trade liberalisation and international coordination. 

2.10. What role should the Government play in supporting financial innovation
in Australia? What role, if any, should other financial sector regulators play in
supporting financial innovation? 

As we note above, the Government should seek to play an enabling and facilitation
role for financial innovation in Australia. However, it needs to trust the private sector
to innovation and compete.
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2.11.Based on your observations and perspective, how does Australia’s ERS
compare to global best practice or other comparable jurisdictions? 

2.12. What lessons from overseas sandbox models could be adapted to
strengthen the ERS? Are there specific sandboxes this Review should consider? 

We have attached the EPAA white paper Regulatory Sandboxes: Best Practices for
Promoting Cross‑Border Payments (2024) — supporting evidence and member
survey findings. 

While this document focuses on cross-border payments, we believe it is useful in
terms of highlighting some international best practices for regulatory sandboxes.
These include: 

Clear purpose and problem definition

Strong ecosystem engagement

Clarity on rules, rights, and responsibilities

Responsiveness and adaptability

Measurement and evaluation

2.13. Should sector or technology-specific regulatory sandboxes be established
in Australia? What types of sandboxes should be prioritised? 

Australia should prioritise sector and technology‑specific sandboxes in areas where
regulatory uncertainty is slowing innovation, particularly cross‑border payments,
trade digitisation, tokenised money, and financial crime and regtech solutions. 

These domains have strong global linkages and benefit most from structured,
supervised testing environments that support interoperability and standards
alignment. Targeted sandboxes in these areas would accelerate safe
experimentation, attract international participants, and strengthen Australia’s role in
emerging cross‑border digital economy initiatives.

2.14. Are there any other relevant considerations not covered in this
consultation that you believe this Review should explore?

We would support the use of globally interoperable standards to support
international participation. This could include global identifiers such as the Legal
Entity Identifier (LEI), which would enhance transparency in multi‑entity or
cross‑border tests.
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3. Conclusion

Regulatory sandboxes remain a promising tool for promoting innovation, improving
regulatory outcomes, and supporting the development of efficient, safe, and
interoperable payment systems. However, to realise this potential, the Enhanced
Regulatory Sandbox must evolve.

EPAA has a wide network across the region and is ready to assist. We are more than
happy to expand on the items raised in this submission or to provide additional
information. 

If you do have any comments or questions, please feel free to contact me at
camilla.bullock@emergingpaymentsasia.org. 

mailto:camilla.bullock@emergingpaymentsasia.org

