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Submission of Emerging Payments Association Asia (EPAA) 

New Zealand MBIE Consultation on
payment services regulation – July 2026 

The Emerging Payments Association Asia (EPAA) welcomes the opportunity to
provide feedback on the New Zealand Ministry of Business, Innovation and
Employment (MBIE) discussion document on the regulation of payment services in
New Zealand / Aotearoa released on 22 May 2026. 

EPAA’s goal is to unify the payments agenda in the Asia-Pacific 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
across the Asia-Pacific region.  More information about EPAA can be found on our
website www.emergingpaymentsasia.org. 

Please note that while we have consulted with our members and others within the
ecosystem in the development of this submission, this submission is the view of
EPAA alone and does not necessarily represent the views of individual EPAA
Members, Supporters or Ambassadors. 

EPAA supports the development of a modern, proportionate, and activity-based
regulatory framework for payment services in New Zealand / Aotearoa. We believe
that effective regulation should support competition and innovation, maintain
consumer trust and system integrity, enable interoperability and cross-border
connectivity, align with evolving international standards, and avoid imposing
unnecessary structural or operational burdens that may adversely impact
participation, investment or competition. 

Across the Asia-Pacific and other leading markets, policymakers are increasingly
recognising that payment systems are the foundational enabler of commerce, trade,
financial inclusion and digital economic participation and that regulatory frameworks
should reflect that economic function rather than treating payments solely as a
financial services matter. New Zealand / Aotearoa has a long and distinguished
history of pursuing reform agendas that foster market solutions.  As a small, open
and developed economy, New Zealand / Aotearoa can position itself within the
evolving regional payments ecosystem through a regulatory framework that is
internationally aligned, technologically neutral, and capable of supporting future
cross-border interoperability. 

Crucially, EPAA strongly supports an approach based on the principle of “same
activity, same risk, same regulation”, with obligations calibrated according to the
nature, scale and risk profile of payment activities rather than based on institutional
form. 

mailto:FinancialMarkets@mbie.govt.nz
https://www.emergingpaymentsasia.org/
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Question 1 

EPAA broadly agrees with MBIE’s description of payment services and their
categorisation into those that facilitate and enable payments versus those where
value is held.  We also appreciate the description of digital tokens.   

In further refining these definitions and translating them into legislation and
regulation, care should be taken to remain technologically neutral, principles-based
and sufficiently flexible to accommodate future business models and payment
technologies. Definitions should avoid creating regulatory arbitrage opportunities
between functionally similar payment activities or inadvertently capturing adjacent
technology or operational services that do not themselves present material payment
system risk. 

New Zealand / Aotearoa should also seek alignment with international terminology
and classifications where practical, particularly in relation to payment initiation,
stored value facilities, digital wallets, payment facilitation, tokenised payment
instruments and embedded finance models. Consistent terminology across
jurisdictions reduces compliance complexity, improves supervisory coordination, and
supports cross-border interoperability.  Sources such as the Bank for International
Settlements, Financial Stability Board, World Bank and global standards such as ISO
20022 should be referenced where possible. 

Questions 2, 3 and 4 

The experience of new entrants into developed markets such as New Zealand /
Aotearoa is these markets can be difficult to navigate for both providers and end
users, particularly where payment services sit across multiple legal and regulatory
regimes. Often the challenges are about overlapping obligations, inconsistent
classifications, uncertainty regarding perimeter boundaries, differing treatment of
similar activities, and legacy frameworks being adapted to modern payment models. 

This complexity is particularly significant for cross-border payment providers, fintech
entrants, non-bank participants, embedded finance models and providers operating
across multiple jurisdictions. The practical result is often increased compliance costs,
slower market entry, uncertainty regarding supervisory expectations, and challenges
scaling services across borders. 

New Zealand / Aotearoa should work towards a purpose-built framework for
payments, rather than repurposing existing regimes that may be inappropriate. A
clearer activity based framework would improve regulatory certainty, competition,
investment, supervisory consistency, and consumer understanding.

Questions 5 and 6 

Users of payment services can experience settlement delays, inconsistent
transaction visibility, high costs, inconsistent dispute processes, fraud and scam
exposure, and uncertainty regarding responsibility when transactions fail. Many of
these frictions are amplified in smaller or lower-volume cross-border corridors,
particularly with Pacific islands which represent strategically important corridors for
many who work and reside in New Zealand / Aotearoa. 
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In line with the G20 cross-border payments roadmap, cross-border payments should
be sufficiently predictable, transparent and economically viable for repeated use by
consumers and SMEs, as well as other business and government users. While
innovation has improved payment experiences in many areas, structural barriers
remain. These include infrastructure access limitations, onboarding complexity,
compliance duplication, high operational costs, inconsistent data standards, and
limited interoperability between systems. 

New Zealand / Aotearoa has unique challenges in this respect.  Payments NZ has
pushed ahead on open banking through its API Centre and has committed to
payments modernisation and governance reform.  While the intent is there, the
genuine commitment from the wider ecosystem for wide-scale reform has often
been lacking, resulting in a slower pace and limited scope of change than what was
expected.  The recent acquisition of Paymark, operator of the domestic debit card
system, by publicly listed Australian firm Cuscal, brings both opportunity for
investment and innovation but also potential challenges around the direction of
retail payments innovation and the future of non-bank access.    

Competition outcomes are generally strongest where access frameworks are
transparent, standards are open and internationally aligned, and non-bank
participation is supported on a proportionate risk basis.

Questions 7 and 8 

Key barriers to launch, growth and innovation include unclear licensing or
authorisation pathways, inconsistent treatment of similar activities, duplicative
compliance requirements, restricted infrastructure access, disproportionate
safeguarding requirements, fragmented cross-border regulatory expectations, and
uncertainty regarding future obligations. Providing clarity on access to banking
services and payments infrastructure by non-bank PSPs is often key to addressing
these. 

Further, regulatory clarity and proportionality is required. A modern framework
should provide clear licensing pathways, support scalability, enable providers to
enter the market proportionately, and facilitate interoperability with regional and
international payment systems. Regulation and supervision should be based on risk
and be right sized for the provider and the context. Cookie-cutter regulation that is
lifted and shifted from other areas of financial services regulation without careful
consideration of its impact can result in adverse impacts, damaging potential for
growth, competition and innovation. 

Questions 9 and 10 

EPAA believes protections should be clear, proportionate, technologically neutral and
consistently applied across functionally similar services. However, protections should
not rely solely on prescriptive structural requirements where equivalent consumer
outcomes can be achieved through different safeguarding models. 

International approaches increasingly permit a wide range of options for
safeguarding, including segregation, insurance-based models, guarantee
arrangements, or combinations of these approaches. New Zealand / Aotearoa
should permit choice and flexibility and avoid unnecessarily restrictive safeguarding
approaches that may reduce competition or create barriers for smaller providers
without materially improving customer outcomes.
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Payment systems do not operate equally for all users, and SMEs often experience
these challenges most acutely. The barriers SMEs face is not necessarily
technological, but often operational and regulatory. In practice, fragmentation across
compliance processes, onboarding requirements, documentation standards and
data requirements can create cumulative friction that increases the cost and
complexity of adopting new payment methods. 

More broadly, policymakers should consider how success is measured. A payment
that travels successfully across the payment rails but is subsequently delayed or
frozen because of fragmented compliance processes or inconsistent data
requirements cannot reasonably be considered a successful payment from the
perspective of the user. Increasingly, payment outcomes depend not only on the
movement of funds, but also on interoperability between compliance, identity and
data systems. Measuring whether infrastructure exists is therefore not enough.
Regulatory frameworks should ultimately be assessed against the outcomes they
deliver for businesses and consumers.

Issues that businesses frequently encounter include repeated KYC and onboarding
requests across multiple providers often within the same payment chain.  This can
include inconsistent information requirements between jurisdictions, limited
transparency regarding transaction status, and unpredictable settlement
timeframes. These issues can disproportionately affect smaller businesses that may
not have dedicated compliance or treasury functions. 

Payment reliability and corridor accessibility can further influence commercial
decisions, including market prioritisation, operational structuring and the selection of
payment providers. This highlights the extent to which payment infrastructure and
regulatory settings can directly shape economic activity and trade participation. 

For New Zealand / Aotearoa, this reinforces the importance of designing payment
frameworks, including for cross-border payments, that support interoperability,
structured and consistent data standards, transparency, payment certainty and
efficient reconciliation processes. The practical experience of SMEs, remittance users
and regionally active businesses should therefore be incorporated into policy
development from the outset.

Question 11 

The key risks and uncertainties relating to token-based payment services include
safeguarding and custody arrangements, redemption rights, operational resilience,
governance, fraud and scams, cross-border regulatory inconsistency, and uncertainty
regarding legal classification.

Regulation should remain technology-neutral and avoid creating materially different
outcomes solely because a payment function relies on tokens or uses tokenised
infrastructure. Clear functional classifications and consistent safeguarding
expectations are more important than attempting to regulate specific technologies
independently. 

This is crucial for innovation, not just for stablecoin providers or other digital ledger
technology native fintechs but also for established players wishing to explore
tokenised deposits and deposit tokens. 
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Questions 12 and 13 

Without thoughtful reform, New Zealand / Aotearoa risks rising compliance costs,
barriers for smaller providers, and lagging cross-border interoperability.   As a result,
New Zealand / Aotearoa would become less attractive for payments investment and
innovation. 

Payment systems are no longer just rules and technology shared between a group of
competitors with similar business models. They are increasingly the foundational
enabler of trade, commerce, payroll, government services and digital economic
participation — and the regulatory frameworks that govern them should be designed
with that economic function in mind. As noted above, the effectiveness of the
payments ecosystem should ultimately be judged by the outcomes it delivers for
businesses and consumers, rather than simply by whether payment rails or technical
capabilities exist. The regulatory framework needs to treat resilience as a
foundational design requirement, rather than a supervisory concern layered on
afterwards. Without this, the New Zealand / Aotearoa payments ecosystem will
increasingly struggle to keep pace and provide the necessary certainty required.

This matters particularly in the APAC context. As regional payment connectivity
deepens through real-time linkages, ISO 20022 adoption and cross-border
interoperability initiatives, the interdependencies between systems, institutions and
jurisdictions grow. Disruption in one part of the ecosystem increasingly carries
consequences across others. The New Zealand / Aotearoa framework should
therefore embed operational resilience, concentration risk management and
systemic continuity as explicit design principles from the outset.

Regional payment connectivity across Asia-Pacific is accelerating rapidly through real-
time payment linkages, ISO 20022 adoption, QR interoperability, digital identity
initiatives and coordinated cross-border infrastructure projects such as Nexus,
initially sponsored by the Bank for International Settlements Innovation Hub in
Singapore. New Zealand / Aotearoa should position itself to participate effectively
within these developments and actively engage with regional counterparts. 

Regulators should also continue monitoring scams and fraud, cyber resilience,
concentration risk, operational dependency on critical providers, cross-border
supervisory coordination, AI-driven fraud threats and the broader implications of AI-
enabled payment services, recognising that artificial intelligence presents both a
significant emerging fraud vector and one of the most important tools available for
detection, prevention and compliance automation across the ecosystem. 

Questions 14 and 15 

EPAA broadly supports the proposed objectives outlined in the discussion document.
However, we believe that interoperability should be elevated as a strategic objective
because it increasingly determines whether payments succeed in practice, not simply
whether they can be initiated. While payment systems are often designed and
regulated within a domestic context, they need to be able to operate within a
regional and global ecosystem. 

Priority should therefore be given to regulatory clarity and proportionality,
competition and access, consumer protection and trust, cross-border
interoperability, and international alignment. 
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Questions 16, 17 and 18
 
EPAA strongly supports future regulation applying primarily according to the activity
performed, the risks created, customer impact, operational scale and safeguarding
exposure. A risk-based framework is essential to ensuring proportionality and
supporting innovation. 

Relevant factors may include customer balances held, transaction values,
safeguarding exposure, settlement timeframes, cross-border activity, operational
interconnectedness, outsourcing dependencies, and systemic reliance. Lower-risk
providers should not automatically face the same obligations as higher-risk or
systemically important entities. 

Questions 19 and 20 

A foundational requirement for any future framework is definitional clarity and
shared taxonomy. As payment ecosystems grow more complex, the terms used to
describe activities, participants, instruments and obligations need to be sufficiently
consistent across regulatory domains, institutions and jurisdictions to function as a
common language. 

Where definitions diverge, between regulators, between markets, or between legacy
frameworks and emerging models, the practical result is compliance duplication,
supervisory inconsistency and barriers for providers operating across borders. New
Zealand / Aotearoa has an opportunity to build definitional foundations that are
internationally aligned from the outset rather than requiring costly reconciliation
later. As noted above, internationally agreed terms, definitions and taxonomies
should be considered in the first instance. 

Modern payment ecosystems increasingly blur traditional distinctions between
payment services, technology services, wallets, marketplaces, embedded finance,
tokenised infrastructure and platform-based payment models. 

Artificial intelligence is also reshaping how payment services are designed, delivered
and supervised. AI-enabled capabilities, including real-time fraud detection,
automated compliance screening, intelligent transaction monitoring, and increasingly
autonomous payment initiation, are increasingly being embedded in payment
infrastructure across leading markets. Many expect the future to be one of agentic
payment models where software systems act with delegated authority on behalf of
users and businesses, initiating and managing transactions within defined
parameters.

A related concern is how the underlying infrastructure for AI-enabled payments
develops in the absence of coordinated open standards. Identity frameworks,
consent models, delegated authority protocols and interoperability standards for
agentic systems are still at a formative stage. Where these foundations are built on
closed, proprietary architectures rather than open and internationally aligned
standards, the result is likely to be fragmentation, concentrated platform power and
structural barriers for smaller providers and emerging market participants. New
Zealand / Aotearoa should actively participate in regional and international
discussions, such as the United Nations’ Global Dialogue on AI Governance, shaping
these standards rather than inheriting frameworks designed around the interests of
dominant players.
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Infrastructure choices made early in the design process shape who can participate,
on what terms and at what cost. If accessibility and open participation are not
embedded as design principles from the outset, AI-enabled payment systems risk
reproducing existing barriers rather than reducing them. 

A further dimension the framework will need to address is accountability. When AI
systems make or materially influence payment decisions, for example, in fraud
detection, compliance screening or transaction routing, it must remain clear how
those decisions can be reviewed, challenged and attributed across institutional
boundaries. A technology-neutral framework is one that ensures trust and
accountability travel with the transaction regardless of how it was initiated or
processed.

A future framework needs to be sufficiently robust, technology-neutral and
principles-based to accommodate these developments without requiring constant
revision. Rigid activity definitions or institutional categorisations that implicitly
assume human-initiated transactions risk becoming structurally unsuited to the
payment models emerging across the region. New Zealand / Aotearoa has an
opportunity to build a framework that treats AI-enabled payment services as a
primary consideration rather than something that can be addressed in the future.

Questions 21 and 22 

Prudential oversight exists in recognition that in addition to facilitating account
keeping and payments that banks and related entities provide credit and affect
financial and monetary stability within an economy. On this basis, prudential
oversight should remain proportionate and calibrated to actual risk. The existence of
payment activity alone, be it storing value or enabling payments, should not
automatically trigger prudential-style regulation. 
 
However, enhanced prudential expectations may become appropriate where
providers hold substantial customer balances, become systemically significant,
provide critical infrastructure, or create broader financial stability implications. 

Resilience obligations should remain calibrated to actual systemic impact rather than
applied uniformly across all participants. A proportionate approach would
distinguish between providers whose failure would create material system-wide
disruption and those operating at smaller scale with limited interconnection.
Applying infrastructure-grade resilience requirements to lower-risk providers would
increase costs, reduce competition and replicate the kind of disproportionate burden
the framework should be designed to avoid. Clear thresholds and generous
transition pathways are therefore important, both to give providers visibility over
when enhanced obligations may apply, and to ensure that growth and scale do not
inadvertently create sudden regulatory cliff edges that discourage participation or
investment.

Coordination with broader reforms will also be critical. Payment services reform
should align with open banking developments, infrastructure modernisation, digital
identity initiatives, AML/CFT reform, consumer data frameworks, and regional
interoperability initiatives. Sequencing matters, as overlapping implementation
obligations can create operational strain, increase costs and reduce participation.
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Questions 23 and 24 

Providers operating across both New Zealand / Aotearoa and Australia often face
duplicated compliance requirements, inconsistent terminology, differing
safeguarding expectations, different licensing structures, and inconsistent
supervisory approaches. Closer alignment would materially reduce friction and
improve scalability across the trans-Tasman market, and regulatory passporting
should be seriously investigated as both jurisdictions roll out their payments service
provider licensing regimes. 

Future rules should also support transparent pricing, predictable settlement,
interoperability, data standardisation, structured remittance information, regional
connectivity, and proportionate compliance processes. Cross-border payments are
the enabler of trade, not simply a financial transaction. The policy and regulatory
frameworks that govern them should reflect that economic function, designed
around whether businesses can complete commercial activity predictably and
efficiently across borders, rather than around the movement of funds between
financial institutions. The practical experience of SMEs, remittance users and regional
businesses should therefore be incorporated into policy design. Success should
therefore be measured by whether businesses can complete commercial activity
predictably and efficiently across borders, rather than solely by whether funds are
transferred between financial institutions.

Questions 25 and 26 

Several international lessons emerge consistently. Activity-based regulation supports
flexibility, open and proportionate access frameworks improve competition,
internationally aligned standards support interoperability, overly prescriptive
safeguarding approaches may reduce innovation, and implementation sequencing
and transition periods matter significantly. 

Singapore’s Payment Services Act and the role of the Monetary Authority of
Singapore as an enabler of a vibrant fintech and payment ecosystem along with
broader Asia-Pacific payment connectivity initiatives such as Nexus provide
particularly relevant examples. New Zealand / Aotearoa has a significant opportunity
to position itself within the next phase of regional payments development. 

This will require internationally aligned standards, proportionate and future-focused
regulation, openness to innovation, support for interoperability, and recognition that
digital payments are the enabler of trade, commerce and digital economic
participation and that regulatory frameworks should be designed with that economic
function at their centre.
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EPAA welcomes continued engagement with the MBIE and stands ready to
contribute further regional insights and industry perspectives as this work
progresses. 

If you have any questions about the matters raised in this submission, please feel
free to reach out to myself at camilla.bullock@emergingpaymentsasia.org or Dr
Bradley Pragnell at brad.pragnell@34south45north.com . 

Yours sincerely,
Camilla Bullock, CEO

Email: camilla.bullock@emergingpaymentsasia.org

mailto:camilla.bullock@emergingpaymentsasia.org
mailto:brad.pragnell@34south45north.com
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	Question 1
	EPAA broadly agrees with MBIE’s description of payment services and their categorisation into those that facilitate and enable payments versus those where value is held.  We also appreciate the description of digital tokens.
	In further refining these definitions and translating them into legislation and regulation, care should be taken to remain technologically neutral, principles-based and sufficiently flexible to accommodate future business models and payment technologies. Definitions should avoid creating regulatory arbitrage opportunities between functionally similar payment activities or inadvertently capturing adjacent technology or operational services that do not themselves present material payment system risk.
	New Zealand / Aotearoa should also seek alignment with international terminology and classifications where practical, particularly in relation to payment initiation, stored value facilities, digital wallets, payment facilitation, tokenised payment instruments and embedded finance models. Consistent terminology across jurisdictions reduces compliance complexity, improves supervisory coordination, and supports cross-border interoperability.  Sources such as the Bank for International Settlements, Financial Stability Board, World Bank and global standards such as ISO 20022 should be referenced where possible.

	Questions 2, 3 and 4
	The experience of new entrants into developed markets such as New Zealand / Aotearoa is these markets can be difficult to navigate for both providers and end users, particularly where payment services sit across multiple legal and regulatory regimes. Often the challenges are about overlapping obligations, inconsistent classifications, uncertainty regarding perimeter boundaries, differing treatment of similar activities, and legacy frameworks being adapted to modern payment models.
	This complexity is particularly significant for cross-border payment providers, fintech entrants, non-bank participants, embedded finance models and providers operating across multiple jurisdictions. The practical result is often increased compliance costs, slower market entry, uncertainty regarding supervisory expectations, and challenges scaling services across borders.
	New Zealand / Aotearoa should work towards a purpose-built framework for payments, rather than repurposing existing regimes that may be inappropriate. A clearer activity based framework would improve regulatory certainty, competition, investment, supervisory consistency, and consumer understanding.

	Questions 5 and 6
	Users of payment services can experience settlement delays, inconsistent transaction visibility, high costs, inconsistent dispute processes, fraud and scam exposure, and uncertainty regarding responsibility when transactions fail. Many of these frictions are amplified in smaller or lower-volume cross-border corridors, particularly with Pacific islands which represent strategically important corridors for many who work and reside in New Zealand / Aotearoa.
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	In line with the G20 cross-border payments roadmap, cross-border payments should be sufficiently predictable, transparent and economically viable for repeated use by consumers and SMEs, as well as other business and government users. While innovation has improved payment experiences in many areas, structural barriers remain. These include infrastructure access limitations, onboarding complexity, compliance duplication, high operational costs, inconsistent data standards, and limited interoperability between systems.
	New Zealand / Aotearoa has unique challenges in this respect.  Payments NZ has pushed ahead on open banking through its API Centre and has committed to payments modernisation and governance reform.  While the intent is there, the genuine commitment from the wider ecosystem for wide-scale reform has often been lacking, resulting in a slower pace and limited scope of change than what was expected.  The recent acquisition of Paymark, operator of the domestic debit card system, by publicly listed Australian firm Cuscal, brings both opportunity for investment and innovation but also potential challenges around the direction of retail payments innovation and the future of non-bank access.
	Competition outcomes are generally strongest where access frameworks are transparent, standards are open and internationally aligned, and non-bank participation is supported on a proportionate risk basis.

	Questions 7 and 8
	Key barriers to launch, growth and innovation include unclear licensing or authorisation pathways, inconsistent treatment of similar activities, duplicative compliance requirements, restricted infrastructure access, disproportionate safeguarding requirements, fragmented cross-border regulatory expectations, and uncertainty regarding future obligations. Providing clarity on access to banking services and payments infrastructure by non-bank PSPs is often key to addressing these.
	Further, regulatory clarity and proportionality is required. A modern framework should provide clear licensing pathways, support scalability, enable providers to enter the market proportionately, and facilitate interoperability with regional and international payment systems. Regulation and supervision should be based on risk and be right sized for the provider and the context. Cookie-cutter regulation that is lifted and shifted from other areas of financial services regulation without careful consideration of its impact can result in adverse impacts, damaging potential for growth, competition and innovation.

	Questions 9 and 10
	EPAA believes protections should be clear, proportionate, technologically neutral and consistently applied across functionally similar services. However, protections should not rely solely on prescriptive structural requirements where equivalent consumer outcomes can be achieved through different safeguarding models.
	International approaches increasingly permit a wide range of options for safeguarding, including segregation, insurance-based models, guarantee arrangements, or combinations of these approaches. New Zealand / Aotearoa should permit choice and flexibility and avoid unnecessarily restrictive safeguarding approaches that may reduce competition or create barriers for smaller providers without materially improving customer outcomes.
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	Payment systems do not operate equally for all users, and SMEs often experience these challenges most acutely. The barriers SMEs face is not necessarily technological, but often operational and regulatory. In practice, fragmentation across compliance processes, onboarding requirements, documentation standards and data requirements can create cumulative friction that increases the cost and complexity of adopting new payment methods.
	More broadly, policymakers should consider how success is measured. A payment that travels successfully across the payment rails but is subsequently delayed or frozen because of fragmented compliance processes or inconsistent data requirements cannot reasonably be considered a successful payment from the perspective of the user. Increasingly, payment outcomes depend not only on the movement of funds, but also on interoperability between compliance, identity and data systems. Measuring whether infrastructure exists is therefore not enough. Regulatory frameworks should ultimately be assessed against the outcomes they deliver for businesses and consumers.
	Issues that businesses frequently encounter include repeated KYC and onboarding requests across multiple providers often within the same payment chain.  This can include inconsistent information requirements between jurisdictions, limited transparency regarding transaction status, and unpredictable settlement timeframes. These issues can disproportionately affect smaller businesses that may not have dedicated compliance or treasury functions.
	Payment reliability and corridor accessibility can further influence commercial decisions, including market prioritisation, operational structuring and the selection of payment providers. This highlights the extent to which payment infrastructure and regulatory settings can directly shape economic activity and trade participation.
	For New Zealand / Aotearoa, this reinforces the importance of designing payment frameworks, including for cross-border payments, that support interoperability, structured and consistent data standards, transparency, payment certainty and efficient reconciliation processes. The practical experience of SMEs, remittance users and regionally active businesses should therefore be incorporated into policy development from the outset.

	Question 11
	The key risks and uncertainties relating to token-based payment services include safeguarding and custody arrangements, redemption rights, operational resilience, governance, fraud and scams, cross-border regulatory inconsistency, and uncertainty regarding legal classification.
	Regulation should remain technology-neutral and avoid creating materially different outcomes solely because a payment function relies on tokens or uses tokenised infrastructure. Clear functional classifications and consistent safeguarding expectations are more important than attempting to regulate specific technologies independently.
	This is crucial for innovation, not just for stablecoin providers or other digital ledger technology native fintechs but also for established players wishing to explore tokenised deposits and deposit tokens.
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	Questions 12 and 13
	Without thoughtful reform, New Zealand / Aotearoa risks rising compliance costs, barriers for smaller providers, and lagging cross-border interoperability.   As a result, New Zealand / Aotearoa would become less attractive for payments investment and innovation.
	Payment systems are no longer just rules and technology shared between a group of competitors with similar business models. They are increasingly the foundational enabler of trade, commerce, payroll, government services and digital economic participation — and the regulatory frameworks that govern them should be designed with that economic function in mind. As noted above, the effectiveness of the payments ecosystem should ultimately be judged by the outcomes it delivers for businesses and consumers, rather than simply by whether payment rails or technical capabilities exist. The regulatory framework needs to treat resilience as a foundational design requirement, rather than a supervisory concern layered on afterwards. Without this, the New Zealand / Aotearoa payments ecosystem will increasingly struggle to keep pace and provide the necessary certainty required.
	This matters particularly in the APAC context. As regional payment connectivity deepens through real-time linkages, ISO 20022 adoption and cross-border interoperability initiatives, the interdependencies between systems, institutions and jurisdictions grow. Disruption in one part of the ecosystem increasingly carries consequences across others. The New Zealand / Aotearoa framework should therefore embed operational resilience, concentration risk management and systemic continuity as explicit design principles from the outset.
	Regional payment connectivity across Asia-Pacific is accelerating rapidly through real-time payment linkages, ISO 20022 adoption, QR interoperability, digital identity initiatives and coordinated cross-border infrastructure projects such as Nexus, initially sponsored by the Bank for International Settlements Innovation Hub in Singapore. New Zealand / Aotearoa should position itself to participate effectively within these developments and actively engage with regional counterparts.
	Regulators should also continue monitoring scams and fraud, cyber resilience, concentration risk, operational dependency on critical providers, cross-border supervisory coordination, AI-driven fraud threats and the broader implications of AI-enabled payment services, recognising that artificial intelligence presents both a significant emerging fraud vector and one of the most important tools available for detection, prevention and compliance automation across the ecosystem.

	Questions 14 and 15
	EPAA broadly supports the proposed objectives outlined in the discussion document. However, we believe that interoperability should be elevated as a strategic objective because it increasingly determines whether payments succeed in practice, not simply whether they can be initiated. While payment systems are often designed and regulated within a domestic context, they need to be able to operate within a regional and global ecosystem.
	Priority should therefore be given to regulatory clarity and proportionality, competition and access, consumer protection and trust, cross-border interoperability, and international alignment.
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	Questions 16, 17 and 18
	EPAA strongly supports future regulation applying primarily according to the activity performed, the risks created, customer impact, operational scale and safeguarding exposure. A risk-based framework is essential to ensuring proportionality and supporting innovation.
	Relevant factors may include customer balances held, transaction values, safeguarding exposure, settlement timeframes, cross-border activity, operational interconnectedness, outsourcing dependencies, and systemic reliance. Lower-risk providers should not automatically face the same obligations as higher-risk or systemically important entities.

	Questions 19 and 20
	A foundational requirement for any future framework is definitional clarity and shared taxonomy. As payment ecosystems grow more complex, the terms used to describe activities, participants, instruments and obligations need to be sufficiently consistent across regulatory domains, institutions and jurisdictions to function as a common language.
	Where definitions diverge, between regulators, between markets, or between legacy frameworks and emerging models, the practical result is compliance duplication, supervisory inconsistency and barriers for providers operating across borders. New Zealand / Aotearoa has an opportunity to build definitional foundations that are internationally aligned from the outset rather than requiring costly reconciliation later. As noted above, internationally agreed terms, definitions and taxonomies should be considered in the first instance.
	Modern payment ecosystems increasingly blur traditional distinctions between payment services, technology services, wallets, marketplaces, embedded finance, tokenised infrastructure and platform-based payment models.
	Artificial intelligence is also reshaping how payment services are designed, delivered and supervised. AI-enabled capabilities, including real-time fraud detection, automated compliance screening, intelligent transaction monitoring, and increasingly autonomous payment initiation, are increasingly being embedded in payment infrastructure across leading markets. Many expect the future to be one of agentic payment models where software systems act with delegated authority on behalf of users and businesses, initiating and managing transactions within defined parameters.
	A related concern is how the underlying infrastructure for AI-enabled payments develops in the absence of coordinated open standards. Identity frameworks, consent models, delegated authority protocols and interoperability standards for agentic systems are still at a formative stage. Where these foundations are built on closed, proprietary architectures rather than open and internationally aligned standards, the result is likely to be fragmentation, concentrated platform power and structural barriers for smaller providers and emerging market participants. New Zealand / Aotearoa should actively participate in regional and international discussions, such as the United Nations’ Global Dialogue on AI Governance, shaping these standards rather than inheriting frameworks designed around the interests of dominant players.
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	Infrastructure choices made early in the design process shape who can participate, on what terms and at what cost. If accessibility and open participation are not embedded as design principles from the outset, AI-enabled payment systems risk reproducing existing barriers rather than reducing them.
	A further dimension the framework will need to address is accountability. When AI systems make or materially influence payment decisions, for example, in fraud detection, compliance screening or transaction routing, it must remain clear how those decisions can be reviewed, challenged and attributed across institutional boundaries. A technology-neutral framework is one that ensures trust and accountability travel with the transaction regardless of how it was initiated or processed.
	A future framework needs to be sufficiently robust, technology-neutral and principles-based to accommodate these developments without requiring constant revision. Rigid activity definitions or institutional categorisations that implicitly assume human-initiated transactions risk becoming structurally unsuited to the payment models emerging across the region. New Zealand / Aotearoa has an opportunity to build a framework that treats AI-enabled payment services as a primary consideration rather than something that can be addressed in the future.

	Questions 21 and 22
	Prudential oversight exists in recognition that in addition to facilitating account keeping and payments that banks and related entities provide credit and affect financial and monetary stability within an economy. On this basis, prudential oversight should remain proportionate and calibrated to actual risk. The existence of payment activity alone, be it storing value or enabling payments, should not automatically trigger prudential-style regulation.
	However, enhanced prudential expectations may become appropriate where providers hold substantial customer balances, become systemically significant, provide critical infrastructure, or create broader financial stability implications.
	Resilience obligations should remain calibrated to actual systemic impact rather than applied uniformly across all participants. A proportionate approach would distinguish between providers whose failure would create material system-wide disruption and those operating at smaller scale with limited interconnection. Applying infrastructure-grade resilience requirements to lower-risk providers would increase costs, reduce competition and replicate the kind of disproportionate burden the framework should be designed to avoid. Clear thresholds and generous transition pathways are therefore important, both to give providers visibility over when enhanced obligations may apply, and to ensure that growth and scale do not inadvertently create sudden regulatory cliff edges that discourage participation or investment.
	Coordination with broader reforms will also be critical. Payment services reform should align with open banking developments, infrastructure modernisation, digital identity initiatives, AML/CFT reform, consumer data frameworks, and regional interoperability initiatives. Sequencing matters, as overlapping implementation obligations can create operational strain, increase costs and reduce participation.
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	Questions 23 and 24
	Providers operating across both New Zealand / Aotearoa and Australia often face duplicated compliance requirements, inconsistent terminology, differing safeguarding expectations, different licensing structures, and inconsistent supervisory approaches. Closer alignment would materially reduce friction and improve scalability across the trans-Tasman market, and regulatory passporting should be seriously investigated as both jurisdictions roll out their payments service provider licensing regimes.
	Future rules should also support transparent pricing, predictable settlement, interoperability, data standardisation, structured remittance information, regional connectivity, and proportionate compliance processes. Cross-border payments are the enabler of trade, not simply a financial transaction. The policy and regulatory frameworks that govern them should reflect that economic function, designed around whether businesses can complete commercial activity predictably and efficiently across borders, rather than around the movement of funds between financial institutions. The practical experience of SMEs, remittance users and regional businesses should therefore be incorporated into policy design. Success should therefore be measured by whether businesses can complete commercial activity predictably and efficiently across borders, rather than solely by whether funds are transferred between financial institutions.

	Questions 25 and 26
	Several international lessons emerge consistently. Activity-based regulation supports flexibility, open and proportionate access frameworks improve competition, internationally aligned standards support interoperability, overly prescriptive safeguarding approaches may reduce innovation, and implementation sequencing and transition periods matter significantly.
	Singapore’s Payment Services Act and the role of the Monetary Authority of Singapore as an enabler of a vibrant fintech and payment ecosystem along with broader Asia-Pacific payment connectivity initiatives such as Nexus provide particularly relevant examples. New Zealand / Aotearoa has a significant opportunity to position itself within the next phase of regional payments development.
	This will require internationally aligned standards, proportionate and future-focused regulation, openness to innovation, support for interoperability, and recognition that digital payments are the enabler of trade, commerce and digital economic participation and that regulatory frameworks should be designed with that economic function at their centre.
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	EPAA welcomes continued engagement with the MBIE and stands ready to contribute further regional insights and industry perspectives as this work progresses.
	If you have any questions about the matters raised in this submission, please feel free to reach out to myself at camilla.bullock@emergingpaymentsasia.org or Dr Bradley Pragnell at brad.pragnell@34south45north.com .
	Yours sincerely, Camilla Bullock, CEO
	Email: camilla.bullock@emergingpaymentsasia.org
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