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To Whom It May Concern,

Please find attached the submission of the Emerging Payments Association
Asia (EPAA) to the “Regulation of Payment Service Providers -Tranche 1 draft
legislation” released by the Australian Commonwealth Treasury on 12 March
2026.

EPAA's goal is to unify the payments agenda in the region, drive business
development and improve the regulatory landscape for all organisations
within the payments value chain. We are a community of payments
organisations whose goal is to strengthen and expand the payments industry
for the benefit of all stakeholders. More information about EPAA is available
on our website www.emergingpaymentsasia.org.

Please note, that while we have consulted with 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.

EPAA has been broadly supportive of the Australian Government’s payments
reform agenda. We believe that modernising payments regulation in Australia,
to better meet the needs of an increasingly complex and ever-changing
ecosystem and to keep Australia as a desirable place to do business in,
remains a necessary and laudable goal. A sound regulatory basis will enable a
vibrant, responsive, and secure payments ecosystem for Australia.

However, as we will outline in this submission, we remain concerned about
both the compressed time being provided for consultation and
implementation and that the overall approach to regulation, which seems
heavily weighted to mirroring existing regulation, is taking an approach that
may render Australia out of step with its neighbours, affecting its ability to
innovate and remain competitive.

Across the Asia-Pacific and in leading global markets such as Singapore and
the United Kingdom, regulators have moved towards purpose-built payments
frameworks with flexible licensing structures and a broader range of
safeguarding mechanisms, including insurance and guarantee-based models.
This includes consideration of internationally recognised standards (e.g. the
Legal Entity Identifier (LEI)) to support cross-border interoperability and
ensure alignment with global regulatory practices.
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These overseas approaches better reflect the operational realities of modern
payment services and support cross-border scalability, innovation, and competition.
Finding a balance between appropriate regulation also requires an understanding of
the cost that any changes will impose on industry as well as whether it enables
competition and innovation.

Comments on the Consultation Process

We appreciate the ability to provide comments on the package of Tranche 1
legislation, regulation, and explanatory materials. While we recognise that many
Tranche 1a proposals have been updated by Treasury, it remains unclear whether
this package is the “Tranche 1b” promised back in October 2025.

The extended development timeline for the package is now approaching a potential
legislative introduction in mid-2026, raising concerns that choices may be hurried.

As well, the consultation period for the current package of four weeks, inclusive of
the Easter period, is very brief, especially considering the length and complexity of
the proposals. While we appreciated the convening of an industry webinar in March
to explain the changes, there have not been significant opportunities for industry to
discuss with Treasury. Holding industry roundtables or workshops where a wide
range of stakeholders can engage in an open discussion with policymakers and
where differing views can be heard, would assist in the efficient resolution of
outstanding issues.

Comments on Content of the Draft Legislation and Regulations

1. Application of Financial Services and Prudential Regulation

We remain concerned that the proposed regime has adopted the ASIC AFSL regime
and APRA’s current approach to prudential regulation as the starting points for
regulation of modern payment service providers (PSPs) in ways that are not always
appropriate. We note that a thorough assessment of their suitability has not been
undertaken. Part 7 of the Corporations Act remains a complex and problematic
regime, as was highlighted in the recent Australian Law Reform Commission review.

For many PSPs, operating under an AFSL and interacting with regulators, such as
ASIC in their role as financial services regulator, will represent a new and significant
shift. As such this will represent a significant challenge to those entities and, as such,
a measured, facilitative, and educative approach will be needed from policymakers
and regulators to support effective regulation.

More broadly, we consider the payments regulation should be designed with the
specific characteristics of payment services in mind, rather than adapted from
existing financial services frameworks. A regime that is overly aligned to legacy
structures risks introducing unnecessary complexity and cost, without appropriately
reflecting the operational realities of modern technology-driven payment models.
This may also limit the ability of providers to innovate, scale, and respond to evolving
customer needs.

To further support supervisory processes, and facilitate coordination between ASIC,
APRA and international regulators, consideration could be given to the use of global
standards (e.g. the Legal Entity Identifier, LEl) as a standardised identifier for
payment service providers. This would further reinforce Australia’s objective of
maintaining an efficient, competitive, and globally alignhed payments ecosystem.
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The AFSL framework was recently revised to cover regulations related to crypto
flows, and any ambiguity between different activity types can complicate
relationships involving payment service providers, particularly those that offer
stablecoin and related services.

2. Scope and Coverage

In our previous submission, we supported a flexible, activity-based framework for
licensing. The framework proposed would appear to require separate AFSL
authorisations for each payment function (SVF, payment instrument, payment
initiation service, payment facilitation service, PTES).

The licensing framework should be designed to enable licensees to expand or
contract their activities across payment function sub-categories, particularly if the
obligations associated with those sub-categories are essentially the same. This
should be done in a way that minimises regulatory arbitrage and risk, is efficient and
enables innovation and growth. Similarly, a group AFSL for related bodies corporate
operating under a single licence could assist would streamline compliance while
keeping the licensee fully accountable for all group activities.

If there are concerns about such an approach lacking an ability to align regulatory
obligations with risk, then a tiered basis could be considered as part of this. Under
this approach, authorisation to provide higher-risk or more comprehensive services
(e.g. stored value facilities) would implicitly permit the provision of lower-risk,
ancillary services (e.g. payment technology enablement). This could reduce
duplication and streamline licensing, while still allowing ASIC to calibrate
requirements based on risk.

It would also be helpful to clarify whether existing AFSL holders transitioning into the
new regime will be limited to nominating only those payment functions they
currently provide, or whether they may also seek authorisation for additional
payment functions they intend to provide in future. This has practical implications for
implementation efficiency, as requiring subsequent licence variations may create
unnecessary regulatory friction and delays.

Recommendation 1: Provide a more flexible single "payment services" or "payment
products” AFSL authorisation that should cover all payment functions within that
category.

We do however recognise that there are different obligations for those with a Stored
Value Facility (SVF) function, particularly once they cross the $200m threshold. On
this basis, we would ask Treasury and regulators to consider the pathways for
entities to move from Standard SVF to Major SVF (and potentially to ADI) in such a
way that removes any inefficiencies and duplicative processes. APRA already
provides clarity, assistance, and a generous transitional period for when an ADI
becomes a Significant Financial Institution.

Recommendation 2: Treasury, APRA, and ASIC should provide guidance for clearly
defined pathways to and from Major SVF status as entities move between
categories, as well as on the existing AFSL holders transitioning to the new regime.
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The SVF definition in proposed s 761EB is broad and capability-based: a facility is an
SVF if the stored value "may be" used to make payments. Many payment facilitators
maintain customer accounts (for example, merchant settlement accounts or
marketplace seller balances) where funds are held pending disbursement. These
accounts are functionally different from consumer wallets, but they may satisfy the
SVF definition because the stored value could technically be used to make a
payment.

If payment facilitator customer accounts are classified as SVFs, the full SVF obligation
stack applies including safeguarding (trust account segregation only, no alternatives),
disclosure document requirements, and the 6-year guaranteed redemption period.
This would be a disproportionate outcome for what are essentially transitory
operational balances.

Recommendation 3: Treasury should consider a targeted carve-out (for
example, in section 761EB(2)) for customer accounts held by a payment
facilitator where the primary purpose of the account is to receive and disburse
funds in connection with payment facilitation services, and the account holder
does not have the ability to direct payments to third parties at their discretion.

3. Exclusions and Exemptions

EPAA has previously highlighted the need to avoid capturing arrangements that are
not appropriately payment services. However, exemptions should be done for sound
policy reasons, be clear and consistent, and avoid creating arbitrage opportunities.

Ideally, a more principles-based approach should be taken to better “future proof”
the regime and avoid complexity later on.

Retaining the existing low value exemptions should provide comfort to those that
have operated under those arrangements. While the risks associated with loyalty
schemes and similar arrangements remain low, for sake of regulatory consistency,
the same low value exemption should apply for all payment functions.

Recommendation 4: Retention of existing exemptions should be done within a
flexible, consistent, principles-based approach that would mirror a principles-based
approach for inclusion within the AFSL regime.

Credit Facility Exclusion

The credit facility exclusion at paragraph 765A(1)(h) applies to financial products but
is not included in section 766DE (1), meaning it does not flow through to payment
services.

This creates an inconsistency: a credit facility may be excluded as a financial product,
but associated payment services remain potentially regulated. The current drafting
creates unintended complexity for credit providers and credit card issuers.

Recommendation 5:

e The credit facility exclusion should apply consistently across both financial
products and payment services to avoid regulatory fragmentation.

e Where a provider is both the credit provider and the issuer of the payment
instrument (e.g., a credit provider issuing its own card), the exclusion should
clearly apply to both the product and associated services.

EMERGING PAYMENTS ASSOCIATION ASIA

pg 5



4. Safeguarding

In respect to safeguarding, EPAA supports strong consumer protection outcomes but
notes the risk of unnecessary structural burden. The draft introduces a statutory
trust model (s 983HD) and segregation requirements (s 983HE), with provision for
alternative methods.

As noted in 1.173 of the explanatory materials, the safeguarding requirements are
based on client money obligations within Division 2 of Part 7.8 of the Corporations
Act. These provisions were designed for a different purpose and, despite some
adjustments, their application on payment service and product providers remains
problematic.

As a result, these reforms pursue an overly strict approach to safeguarding. The draft
restricts safeguarding to trust accounts with ADIs, with alternative methods
(insurance and guarantees) requiring additional ASIC approval for many and being
unavailable for non-Major SVFs.

The requirement for SVFs to hold funds in a statutory trust account is significantly
more restrictive than comparable international regimes, including our key regional
trading partners. For example:

e Japan's Payment Services Act (Articles 43-45) permits three co-equal methods for
all categories of funds transfer service provider: security deposit, guarantee
contract, and trust agreement. No method is restricted by product or fund type,
and the guarantee method requires only notification to the Financial Services
Agency of Japan.

e Singapore's Payment Services Act 2019 (regulations 14-16) permits segregation, a
guarantee, or a combination.

e Canada's Retail Payment Activities Act (section 20(1)) permits trust accounts or
segregated accounts with insurance/surety bonds. In each case, the provider
elects its method without prior regulatory approval being required, subject to
meeting prescribed standards.

¢ In the UK, the FCA permits both segregation and the guarantee/insurance
method for payment services and e-money balances (Electronic Money
Regulations 2011, regulation 21(2)(b); Payment Services Regulations 2017,
regulation 23).

e The EU position under PSD2 (Article 10(1)(b)) and the E-Money Directive (Article
7(1)(b)) is the same as the UK approach.

Australia's proposed regime is therefore an outlier both in restricting the available
methods and in requiring ASIC approval to use alternatives.

Many existing providers currently use insurance-based or guarantee-based methods
and may need to transition within compressed timeframes. Transitioning to trust-
based arrangements within the proposed timeframes will be challenging.

Recommendation 6: The safeguarding regime should permit insurance and
guarantee arrangements as a right (subject to prescribed minimum standards),
consistent with the approach taken in Singapore, Japan, Canada, UK, and EU. If the
approval model is retained, the approval criteria should be set out in advance so
that providers can plan with certainty.
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Section 983HI(c)(iii) of the draft Bill prohibits the use of alternative safeguarding
methods (insurance, guarantees, or ASIC-approved methods) for relevant PS money
credited to an SVF issued by the licensee. This means that all stored value balances
must be segregated in a trust account with an Australian ADI; no alternatives are
available regardless of circumstances.

This prohibition is not replicated in any comparable international regime. The UK, EU,
Singapore, Japan, Canada, and the US all permit alternatives (including guarantees
and insurance) for stored value and e-money balances.

Japan is a useful regional comparator: their Payment Services Act has permitted the
deposit, guarantee, and trust methods for all funds transfer service provider
categories (Types |, Il and 1ll) without restriction since the Act commenced in 2010.
The Explanatory Memorandum at [1.202] states the restriction but provides no policy
rationale for departing from international practice.

Recommendation 7: Section 983HI(c)(iii) should be deleted or amended to give
ASIC discretion to approve alternative safeguarding methods for SVF balances,
subject to appropriate conditions. This is a structural issue in the primary
legislation that cannot be corrected through regulations or ASIC instruments
after enactment.

There also appears to be ambiguity between the draft legislation and the explanatory
materials in respect to specific safeguarding requirements. More specifically, it is
unclear whether relevant monies must be held in a formally designated trust account
or whether a statutory trust overlay on an ordinary ADI account is sufficient.

The draft legislation does not appear to explicitly require relevant monies to be held
in a designated “trust account,” notwithstanding references in the Explanatory
Memorandum and Treasury Fact Sheet to a trust account requirement. Instead,
section 983HE requires payment into an account with an ADI (or prescribed account),
while section 983HD separately imposes a statutory trust over the funds.

We would hope that a more flexible approach which would enable either option to
be used would be acceptable. Regardless, clarity should be provided as to the policy
intent and specific requirements.

Recommendation 8: Flexibility and clarity provided on the specific structure for the
safeguarding trust account requirements.

If the current safeguarding proposals go ahead, there still needs to be specific
adjustments and clarifications to the proposed safeguarding provisions:

(a) Safeguarding should not apply during the grace period

Safeguarding obligations should only commence once ASIC has determined a licence
application, not from the date the application is submitted. This allows providers to
address any ASIC queries and operationalise requirements before obligations take
effect.

(b) Carve-outs for anomaly events

The legislation should include carve-outs from safeguarding obligations for one-off
settlement delays such as:
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e Technology outages

e Funds frozen due to fraud investigations, illegal activity, or additional information
requests

e Situations where a merchant has no linked settlement account.

These carve-outs are consistent with the policy intention of not capturing transit
settlement funds with an onward payment instruction.

Recommendation 9: Providing appropriate transitional period for safeguarding
obligations and aligning safeguarding obligations so as to accommodate events
beyond the control of the provider.

Treasury has indicated that safeguarding provisions are intended to apply only
where funds transit through a PSP's account for longer than T+1 days. This
interpretation appears to be based on section 983HE(1)(d).

EPAA supports this policy intent, but the statutory text does not clearly implement it.
The provision relies on an interpretation of when funds "become" and "cease to be"
relevant PS money, which is not defined with sufficient clarity for cross-border
payment providers whose settlement cycles may span multiple time zones and
involve correspondent banking chains.

Relying on confirmation in the Explanatory Statement alone is not sufficient; an
Explanatory Statement is an interpretive aid, not law. If this policy intent is not clearly
reflected in the statutory text, it may be contested.

Recommendation 10: Treasury should either amend s 983HE(1)(d) to include an
express exclusion for funds in transit with an onward payment instruction or
prescribe the exclusion in the regulations with worked examples covering cross-
border remittance and payment facilitation settlement cycles.

5. Unclaimed Monies

The proposed unclaimed money framework applies to Major SVF providers but does
not extend to other PSPs holding customer balances.

A consistent unclaimed money regime should apply to all PSPs, not just SVF
providers. This would:

e Provide all PSPs with the benefit of the updated ASIC regime.

e Exempt PSPs from the patchwork of State and Territory unclaimed money
regimes, which are cumbersome to manage.

¢ Avoid potential contradictions between the proposed 6-year guaranteed
redemption period (s 983HS (1)) and differing State-based obligations.

Recommendation 11: A consistent unclaimed money regime should apply to all
PSPs, not just SVF providers.

6. ePayments Code and the Ministerial Rulemaking

While making the ePayments Code mandatory will strengthen consumer protections,
the draft law provides the Minister with broad rule-making powers. A robust and
transparent process for the development of mandatory Code obligations should be
adopted.
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This process should ensure that the ePayments Code avoids overlap with the
regulations in the broader payments framework, such as the Scams Prevention
Framework.

Further, if the ePayments Code moves from a purely domestic framework to also
cover cross-border transactions, it will need to accommodate the practicalities of
transactions settled with overseas entities not subject to Australian law. Similarly, the
AFSL licensing and mandatory ePayments Code need to align with the IFTI reporting
requirements under the current AML-CTF regime.

Recommendation 12: Ministerial rulemaking in respect to the ePayments Code
should be subject to mandatory public consultation, merits review, specific
materiality thresholds, and adequate transition periods. To prevent redundancy,
the Code should be aligned with other frameworks (such as the Scams Prevention
Framework). Any extension of the Code to cross-border payment services should be
subject to separate consultation, with input from providers with operational
experience in international payments.

7. Transitional Provisions

The transitional arrangements propose a staged implementation and are insufficient
given the operational complexity of bringing new products and services under the
AFSL regime.

Even where a provider holds an existing AFSL, the reforms may significantly expand
the scope of regulated products and services, requiring updates to PDSs, internal
policies, compliance frameworks, and customer-facing terms and conditions.

Each product is unique and requires careful consideration.

Additionally, ASIC is yet to release operational guidance and reporting rules, which
providers will need before they can meaningfully comply. It would be beneficial for
ASIC to consult on these and provide sufficient lead time before commencement.

By way of comparison, international experience points to the need for adequate
transition periods. For example, the UK's Payment Services Regulations 2017
provided an 18-month transition (13 January 2018 to 13 July 2019). The FCA's current
safeguarding reforms under PS25/12 provide a 12-month implementation period.

A transition period of 6 months for existing AFSL holders and 12 months for new
applicants is at the lower end of international practice and should be treated as a
minimum.

A longer transition period ensures providers can operationalise obligations properly
rather than rushing to meet a deadline.
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Recommendation 13: Extended transitional period as follows:

- Existing AFSL holders: 6 months after commencement (18 months total post-
Royal Assent)

-New AFSL applicants: 12 months after commencement (24 months total post-
Royal Assent)

EPAA is happy to expand further on the items raised in this submission. If you do
have any comments or questions, please feel free to contact me at
camilla.bullock@emergingpaymentsasia.org

Yours sincerely,
Camilla Bullock, CEO

Ph: +61 419 468 165
Email: camilla.bullock@emergingpaymentsasia.org
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	Section 983HI(c)(iii) of the draft Bill prohibits the use of alternative safeguarding methods (insurance, guarantees, or ASIC-approved methods) for relevant PS money credited to an SVF issued by the licensee. This means that all stored value balances must be segregated in a trust account with an Australian ADI; no alternatives are available regardless of circumstances.
	This prohibition is not replicated in any comparable international regime. The UK, EU, Singapore, Japan, Canada, and the US all permit alternatives (including guarantees and insurance) for stored value and e-money balances.
	Japan is a useful regional comparator: their Payment Services Act has permitted the deposit, guarantee, and trust methods for all funds transfer service provider categories (Types I, II and III) without restriction since the Act commenced in 2010. The Explanatory Memorandum at [1.202] states the restriction but provides no policy rationale for departing from international practice.

	Recommendation 7: Section 983HI(c)(iii) should be deleted or amended to give ASIC discretion to approve alternative safeguarding methods for SVF balances, subject to appropriate conditions. This is a structural issue in the primary legislation that cannot be corrected through regulations or ASIC instruments after enactment.
	There also appears to be ambiguity between the draft legislation and the explanatory materials in respect to specific safeguarding requirements. More specifically, it is unclear whether relevant monies must be held in a formally designated trust account or whether a statutory trust overlay on an ordinary ADI account is sufficient.
	The draft legislation does not appear to explicitly require relevant monies to be held in a designated “trust account,” notwithstanding references in the Explanatory Memorandum and Treasury Fact Sheet to a trust account requirement. Instead, section 983HE requires payment into an account with an ADI (or prescribed account), while section 983HD separately imposes a statutory trust over the funds.
	We would hope that a more flexible approach which would enable either option to be used would be acceptable. Regardless, clarity should be provided as to the policy intent and specific requirements.

	Recommendation 8: Flexibility and clarity provided on the specific structure for the safeguarding trust account requirements.
	If the current safeguarding proposals go ahead, there still needs to be specific adjustments and clarifications to the proposed safeguarding provisions:
	(a) Safeguarding should not apply during the grace period
	Safeguarding obligations should only commence once ASIC has determined a licence application, not from the date the application is submitted. This allows providers to address any ASIC queries and operationalise requirements before obligations take effect.
	(b) Carve-outs for anomaly events
	The legislation should include carve-outs from safeguarding obligations for one-off settlement delays such as:

	pg 7
	Technology outages
	Funds frozen due to fraud investigations, illegal activity, or additional information requests
	Situations where a merchant has no linked settlement account.
	These carve-outs are consistent with the policy intention of not capturing transit settlement funds with an onward payment instruction.

	Recommendation 9: Providing appropriate transitional period for safeguarding obligations and aligning safeguarding obligations so as to accommodate events beyond the control of the provider.
	Treasury has indicated that safeguarding provisions are intended to apply only where funds transit through a PSP's account for longer than T+1 days. This interpretation appears to be based on section 983HE(1)(d).
	EPAA supports this policy intent, but the statutory text does not clearly implement it. The provision relies on an interpretation of when funds "become" and "cease to be" relevant PS money, which is not defined with sufficient clarity for cross-border payment providers whose settlement cycles may span multiple time zones and involve correspondent banking chains.
	Relying on confirmation in the Explanatory Statement alone is not sufficient; an Explanatory Statement is an interpretive aid, not law. If this policy intent is not clearly reflected in the statutory text, it may be contested.

	Recommendation 10: Treasury should either amend s 983HE(1)(d) to include an express exclusion for funds in transit with an onward payment instruction or prescribe the exclusion in the regulations with worked examples covering cross-border remittance and payment facilitation settlement cycles.
	5. Unclaimed Monies
	The proposed unclaimed money framework applies to Major SVF providers but does not extend to other PSPs holding customer balances.
	A consistent unclaimed money regime should apply to all PSPs, not just SVF providers. This would:
	Provide all PSPs with the benefit of the updated ASIC regime.
	Exempt PSPs from the patchwork of State and Territory unclaimed money regimes, which are cumbersome to manage.
	Avoid potential contradictions between the proposed 6-year guaranteed redemption period (s 983HS (1)) and differing State-based obligations.

	Recommendation 11: A consistent unclaimed money regime should apply to all PSPs, not just SVF providers.
	6.    ePayments Code and the Ministerial Rulemaking
	While making the ePayments Code mandatory will strengthen consumer protections, the draft law provides the Minister with broad rule-making powers. A robust and transparent process for the development of mandatory Code obligations should be adopted.
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	This process should ensure that the ePayments Code avoids overlap with the regulations in the broader payments framework, such as the Scams Prevention Framework.
	Further, if the ePayments Code moves from a purely domestic framework to also cover cross-border transactions, it will need to accommodate the practicalities of transactions settled with overseas entities not subject to Australian law. Similarly, the AFSL licensing and mandatory ePayments Code need to align with the IFTI reporting requirements under the current AML-CTF regime.

	Recommendation 12: Ministerial rulemaking in respect to the ePayments Code should be subject to mandatory public consultation, merits review, specific materiality thresholds, and adequate transition periods. To prevent redundancy, the Code should be aligned with other frameworks (such as the Scams Prevention Framework).  Any extension of the Code to cross-border payment services should be subject to separate consultation, with input from providers with operational experience in international payments.
	7.    Transitional Provisions
	The transitional arrangements propose a staged implementation and are insufficient given the operational complexity of bringing new products and services under the AFSL regime.
	Even where a provider holds an existing AFSL, the reforms may significantly expand the scope of regulated products and services, requiring updates to PDSs, internal policies, compliance frameworks, and customer-facing terms and conditions.
	Each product is unique and requires careful consideration.
	Additionally, ASIC is yet to release operational guidance and reporting rules, which providers will need before they can meaningfully comply. It would be beneficial for ASIC to consult on these and provide sufficient lead time before commencement.
	By way of comparison, international experience points to the need for adequate transition periods. For example, the UK's Payment Services Regulations 2017 provided an 18-month transition (13 January 2018 to 13 July 2019). The FCA's current safeguarding reforms under PS25/12 provide a 12-month implementation period.
	A transition period of 6 months for existing AFSL holders and 12 months for new applicants is at the lower end of international practice and should be treated as a minimum.
	A longer transition period ensures providers can operationalise obligations properly rather than rushing to meet a deadline.
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	Recommendation 13: Extended transitional period as follows:
	- Existing AFSL holders: 6 months after commencement (18 months total post-Royal Assent)   -New AFSL applicants: 12 months after commencement (24 months total post-Royal Assent)
	EPAA is happy to expand further on the items raised in this submission. If you do have any comments or questions, please feel free to contact me at camilla.bullock@emergingpaymentsasia.org

	Yours sincerely, Camilla Bullock, CEO
	Ph: +61 419 468 165 Email: camilla.bullock@emergingpaymentsasia.org
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