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Introduction

This document presents PEXA’s proposal to IPART’s ”Review of Electronic Lodgement Network
Operator (ELNO) service fees”. PEXA applies, and propose to continue to apply, a national pricing
regime for ELNO services. Therefore, the proposal reflects an assessment of efficient costs, proposed
ELNO service fees and PEXA’s approach to providing ELNO services for Australia as a whole — rather
than being focused on NSW, or any single jurisdiction within the Australian market.

This Executive Summary presents an overview of PEXA’s response to each question raised in the
Terms of Reference (ToR) for IPART’s review, drawing on information provided in subsequent
chapters. PEXA is also happy to provide further input and information to IPART as required, as it
progresses through its review.

PEXA appreciates the opportunity to participate in this very important review of ELNO service fees.
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1 Executive Summary

Should ELNO service fees continue to be regulated?

There is no basis to increase the extent of fee regulation, as:

e PEXA’s fee for a buyer and seller is less than $141 each, makes up just ~0.3% of property
transaction costs, and has not increased in real terms since 2014. Over this period, PEXA
has consistently delivered significant enhancements to customers while prices for other
property transaction services in otherwise more competitive industries have increased
significantly more than CPI.

e eConveyancing is already extensively regulated and further fee regulation risks impeding
innovation, investment and responsiveness to customers’ needs.

o PEXA already engages extensively with customers and is highly responsive to their needs,
with customer satisfaction scores consistently high (85-90%), and the Exchange platform
performing well against Model Operating Requirements.

What regulated method or level of price should apply to ELNO service fees?

e |tis PEXA’s ambition to maintain the current structure of nationally consistent fees for
everyone - whether small or large Practitioners or Financial Institutions, and consistent in all
States and Territories. This structure is consistent with best-practice pricing principles
(balancing cost-reflectivity, equity, administrative efficiency, stability and transparency) and
is supported by customers and stakeholders.

e [n 2019, IPART found that PEXA’s ELNO service fees were reasonable. Since then,
transaction volumes have increased but the impact of this on fees has been more than
offset by increases in PEXA’s efficient costs to meet the expectations of customers and
regulators — including in relation to cyber security, service coverage for new low-volume
jurisdictions, service levels and reliability.

e Most customers say that secure transactions, ease of use, on day settlement and system
uptime are more important attributes to their business than the price of eConveyancing.

e To assess the efficient costs of providing ELNO services, IPART should use PEXA’s proposed
building block costs as the key reference point rather than rely on externally constructed
cost estimates for hypothetical ELNOs. Such cost estimates for hypothetical ELNOs would be
inherently unreliable, as they would lack an understanding of the requirements to deliver
ELNO services consistent with the evolving needs of customers and regulators. Use of
PEXA’s proposed building block costs as the key reference point, rather than relying on
consultant-generated cost estimates for hypothetical ELNOs, is consistent with the
approach of all economic regulators (including IPART) when determining efficient
expenditure allowances and regulating prices in other sectors (both where there are single
providers and multiple providers).

e PEXA's ELNO service fees should increase by CPI plus 1.8% per annum for FY27-29 to ensure
PEXA can continue to protect the Exchange from increased cyber security risks, meet
obligations from being designated critical infrastructure, modernise the Exchange and make
it more resilient as well as continue to deliver enhancements required by customers. This
will allow PEXA to recover the efficient costs of supplying ELNO services over the period
with its current eConveyancing market share.
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o |[f policy makers and regulators are seeking to support and promote competition in the ELNO
services market — as per IPART's ToR — there is a strong case to allow fees to increase above
these levels. This is because the prices per transaction of an efficient ELNO will vary with its
market share, as was recognised by IPART in its 2019 review of ELNO service fees.

What future adjustment and review processes should apply for ELNO service fees?

e ELNO fees should next be reviewed in 3 years, in 2028-29, for fees to apply from 1 July 2029
given the ongoing industry transformation and rapid pace of technology changes. This
would provide reasonable levels of price stability and investment certainty to customers,
ELNOs and potential new ELNOs, while recognising the sector is continuing to evolve —
which creates forecasting risk beyond this 3-year period.

e PEXA also proposes to maintain the current cost pass through provisions of the Model
Operating Requirements (MORs), to ensure ELNO service fees can recover efficient costs
over the pricing period.

1.1 Should ELNO service fees continue to be regulated?

IPART’s ToR asks it to investigate and make recommendations as to whether ELNO service fees should
continue to be regulated.

IPART notes that under the current regulatory pricing requirements an ELNO may:

e charge service fees in accordance with its pricing policy, must publish its prices and must not
charge greater than the amounts published

e increase its service fees by no more than the annual change in the Consumer Price Index (CPI)

e request approval from the Registrar for other proposed changes to its prices.!

PEXA accepts that ELNO fees should continue to be subject to some oversight while the market
remains highly concentrated and until further competition develops.

However, there is no basis to increase the extent of ELNO fee regulation. Current arrangements have
served customers well; and PEXA does not believe that further administrative burden or overly
prescriptive fee regulation would benefit consumers or PEXA’s ability to deliver on its customers’
needs. PEXA urges IPART to be mindful that, unlike water, energy and transport ‘natural monopolies’
that are typically subject to economic regulation, ELNO services are world first and part of a fast-
evolving market — where significant innovation is continuing, technical regulation is evolving and the
extent of competition that will emerge is still playing out.

For reasons outlined below, additional regulation of ELNO service fees is not required and would
create undue risks for customers. The default should not be to regulate automatically, but rather to
regulate only if it is clear such regulation will ‘do no harm’ and clearly result in better long-term
outcomes for ELNO service customers.

1.1.1 A changed approach to fee regulation is not required

While PEXA currently has a large share of the ELNO services market in Australia, there are no signs
that this sector requires further fee regulation.

LIPART, Review of Electronic Lodgment Network Operator Service Fees: Call for Submissions, August 2025, p 1.
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PEXA has consistently delivered a high-quality, reliable service experience with a customer
satisfaction rating of 85-90% and a track record of customer centric evolution of product and services
(see Chapter 3). PEXA has also performed very well operationally (99.95% on-day settlement) as well
as against all regulatory performance requirements (see Chapter 2).

PEXA'’s prices have never increased in real terms since they were set in 2014. That initial pricing was
set when PEXA had relatively little market power: prices had to be sufficiently low to induce the
critical mass of banks and conveyancers to incur the significant up-front costs of converting from
paper to electronic processes. In the early stages of the industry reform, it was particularly difficult to
induce banks and conveyancers to digitise because they would only get a return on their investment
in the technology conversion if most others converted as well.

While PEXA’s fees have not increased in real terms since 2014, other, supposedly more competitive,
industries in the property transaction value chain have experienced significant price increases, some
by more than hundreds of percent (see section 2.7.2). Since 2014, under flat real prices, digitisation
has demonstrated material productivity gains for Australian industry via significant enhancements to
the PEXA platform and customer services.

All price, customer service and operational performance indicators suggest PEXA is operating as if it is
in a highly competitive market —i.e. constantly investing via the annual technology roadmap for
continued digitisation as determined by the Australian Registrars’ Working Group (ARWG) and
delivering what customers want.

PEXA has always had a strong incentive to make eConveyancing ‘work’ for all customers and other
stakeholders, to expand into new jurisdictions in Australia (ACT, TAS and NT since the 2019 IPART
review) and internationally in the UK (particularly as Australia is considered a test case by other
potential markets). Further, competitor and potential competitor ELNOs have emerged over time.
Additionally, as a listed business, with shareholder expectations, PEXA is incentivised to ensure that it
continues to deliver value for customers whilst ensuring costs remain efficient.

These factors have combined to provide PEXA with powerful incentives to:

e deliver services to standards that meet and exceed the expectations of customers and
regulators

e engage extensively with customers to continually develop and improve services to meet their
needs, as their own businesses or practices evolve

e ensure PEXA’s expenditure is as efficient as possible, both to meet the expectations of
shareholders as well as to manage the rising cost pressure (for example in Cyber, Critical
Infrastructure obligations, etc) in an environment where ELNO fees are unchanged in real
terms.

Given these incentives, customers and other stakeholders can have confidence in the efficiency of
actual and forecast operating and capital expenditure —i.e., that it is delivering what regulators and
customers want, at lowest long-term cost.

1.1.2 A more demanding approach to fee requlation would create undue risks

The ELNO services market is continuing to evolve, as:

e PEXA responds to customers’ preferences and needs (including increasing customer demand
for new platform functionality - e.g. Real time payments, APl (Application Programming
Interface) integrations, Al agent enablement);

T+61 3 6002 4500 W pexa.com.au A Tower 4, Level 16, 727 Collins Street, Docklands VIC 3008 Page |6



e regulatory requirements, and the costs to meet these requirements, are increasing (eg.
specifically in relation to cyber security and resilience); and

e policy makers and regulators continue to promote and mandate competition reform.

Given the evolving nature of ELNO services and the ELNO services market, there is a risk that an
extended approach to fee regulation risks:

e impeding innovation and responsiveness to customers’ needs;
e impeding investment and service provision; and

e distorting mandated competition reforms.
Innovation and responsiveness to customers’ needs

Further fee regulation creates the danger that ELNOs shift their focus from customers to regulators
because pricing is insufficiently flexible to adapt to customers’ needs.

Customers and stakeholders consistently tell PEXA (see also section 3.5.4.) that they value:

e aplatform that is secure and reliable (effectively minimising cyber and fraud risks while being
‘always on’);

e an easy-to-use platform (for example, the recently added mobile access option which offers
greater convenience, as well as features that integrate with their customers’ processes and
assist in enhancing the efficiency of their operations);

e certainty that transaction settlement will occur on the scheduled day;

e readily available, highly knowledgeable, highly responsive and Australian-based customer
support;

e services and products that integrate with their business processes and assist in enhancing the
efficiency of their operations; and

e expansion of coverage, in terms of transaction types and geographic areas served, specifically
to the Australian Capital Territory (ACT), Tasmania (TAS) and Northern Territory (NT) since the
last IPART review, and continued digitisation in all jurisdictions.

That is, all indications are that customers favour service quality, reliability and innovation over fee
minimisation. As well as potentially stifling competition, there is a risk that an extended approach to
price regulation could reduce service levels and curtail responsiveness to customers’ needs and
PEXA’s product innovation. This could have the distorted effect of increasing costs to customers, who
have saved significant costs to date due to efficiencies in their operations from PEXA’s innovations
and responsiveness, and are likely to make further productivity gains in the future if PEXA has the
freedom to continue to innovate.

As discussed below (section 2.3), ELNO revenues are a small fraction of total conveyancing costs: the
combined cost of conveyancing services to buyer and seller (including disbursements) is typically at
least $4,500 per transfer, more than ten times the eConveyancing cost. Conveyancing related costs
for a financial institution to prepare and register a mortgage are not readily available, but anecdotally
they are likely to be much larger than the eConveyancing costs. The benefits of innovation in
eConveyancing enabling efficiencies for participants in the broader conveyancing industry are likely to
be much larger than any plausible cost minimisation in ELNO operation.
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Consequently, there is a very real danger that if ELNO fees are excessively constrained so that ELNOs
under-invest in innovation, the costs of efficiencies lost elsewhere in the value chain will substantially
outweigh any perceived benefits from the reduction in eConveyancing prices.

Impeding investment and service provision

If regulated fees are set based on notional benchmarks that do not reflect reality there is a risk that
PEXA would not be able to recover its efficient costs of supplying the services that customers want
and need. This would significantly compromise or threaten the delivery of these services, which

would not be in customers’ interests (and hence would be counter to the objectives of regulation).

Not allowing for competition

Uncertainties about the level of competition suggest caution from IPART in applying a prescriptive
approach to fee regulation. In 2019, IPART found the efficient prices were sensitive to market share
assumptions and, effectively, that it was not appropriate to be too prescriptive in regulating fees as
this required an assumption about the future structure of the market, which in part depends on
future regulatory decisions.

Policy makers and regulators continue to consider interventions to promote competition in the ELNO
services market. For instance, PEXA has incurred substantial costs to design and build interoperable
functionality, and forecasts it will incur substantial further costs before interoperability is functional.

Policy makers are now considering alternative models. In July 2025, ARNECC issued a Terms of
Reference for a Cost-benefit Analysis? that requested analysis not only of the direct-connect
interoperability model, but a range of other market structures including:

e A “practitioner choice” model;

e An enterprise service bus (ESB) between ELNOs;

e A hub-ELNO model; and

e An enterprise service bus (ESB) between all connected entities.
At the time of writing, the description of these contemplate market structures is extremely high level
(the longest description runs to 113 words), and ARNECC has asked that their costs and benefits be

assessed. The potential impacts of these models on industry costs, integration scope and resulting
market share remain very uncertain.

IPART’s ToR for this review also requires it to consider supporting and promoting competition in the
ELNO market. Therefore, it would be inappropriate, and inconsistent with allowing for competition,
for IPART to set ELNO service fees at a level that assumes one monopoly supplier, with 100% market
share.

1.2 What regulated method or level of price should apply to ELNO service fees?

1.2.1 Given the nature of PEXA’s costs and services, PEXA's fee structure is consistent with
best practice pricing principles and IPART’s ToR

It is PEXA’s ambition to maintain the current structure of nationally consistent fees for everyone. This
structure is consistent with best-practice pricing principles as it achieves an optimal balance between

2 ARNECC, Cost-benefit Analysis — Terms of Reference, https://www.arnecc.gov.au/wp-content/uploads/2025/07/Cost-
Benefit-Analysis-Terms-of-Reference.pdf
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cost-reflectivity (noting that PEXA runs a national platform, rather than jurisdiction-specific
platforms), equity, administrative efficiency, stability and transparency, and it is supported by
customers and stakeholders. Importantly, it ensures equal pricing for all customers (Practitioners,
Financial Institutions, Panel firms, and Developers) whether small or large; and whether regional or
metropolitan.

It is also consistent with key factors the ToR requires IPART to consider in this review, including:
o efficient costs of providing eConveyancing services;
e equitable access to eConveyancing services for customers across Australian jurisdictions;
e reasonable prices for eConveyancing services for customers across Australian jurisdictions; and
e avoiding unnecessary regulatory or administrative burdens on ELNOs.

1.2.2 IPART should set prices by reference to PEXA’s actual efficient costs rather than the
costs of a hypothetical ELNO

To assess the adequacy of proposed ELNO fees, IPART should use as the key reference point PEXA’s
proposed building block costs rather than rely on consultant-generated cost estimates for
hypothetical ELNOs as it did in 2019. A range of considerations all suggest that it is better to use the
costs of actual entities as the key reference point in determining efficient cost allowances when
regulating prices, including:

e |t is consistent with the approach of other economic regulators in Australia across a range of
sectors (both where there are single providers and multiple providers) - including IPART in
other sectors that it regulates;

e It reduces the risk that pricing determinations provide revenue that does not reflect the
efficient costs required to provide services to appropriate standards;

e It reduces regulatory uncertainty and the risks of outcomes that would impede efficient
investment, innovation and the provision of services to customers; and

e Previous attempts to use hypothetical ELNO costs as the key reference point depended on
assumptions that are difficult to defend and delivered implausible results.

The fact that competition between ELNOs is permitted does not provide compelling reasons to depart
from these considerations.

1.2.3 Fees need to increase to allow PEXA to recover efficient costs and to allow for
competition

Since 2019, several factors have increased expenditure (see also chapter 4 for details):

e Increased expectations for service level and service reliability, including enhancing certainty
that settlement and lodgement will happen on the day and providing available and highly
responsive customer support;

e Enhancements to the platform, to make it easier for customers to use and integrate with their
business processes to continue to allow customers to make their operations more efficient;

e Expansion of coverage, to include smaller volume transaction types and jurisdictions with
smaller populations (ACT, Tasmania, Northern Territory) - with such expansion driven by
expectations and requirements of the MORs and ARNECC and policy objectives of universal
coverage and equitable access to ELNO services;
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e Increased cloud and third-party software costs driven both by transaction volume and pricing
increasing beyond CPI;

e Cyber security, where PEXA faced more than 6.5 million intrusion attempts in FY25 — a four-
fold increase on 1.4 million attempts in FY24, so that PEXA must continue to invest in a strong
and increasing security posture, which is increasingly complex and costly;

e Resilience and compliance requirements where the PEXA Exchange is now covered under the
Security of Critical Infrastructure Act 2018 (SOCI), which has imposed additional obligations and
costs on PEXA with the expectation for PEXA to also adopt the Enhanced Security Obligations
under SOCI, the highest bar for cyber security and resilience;

e Increasing system reliability requirements with the advent of CPS230, an APRA Prudential
Standard that requires banks to set and monitor standards for key supplier systems (including
ELNOs);

e Evolving requirements for data privacy, requiring increased investment in data governance,
storage and management; and

e Implementation of ARNECC’s Interoperability program.

So, in spite of ongoing efficiency enhancements, PEXA is facing net cost increases related to
maintaining operations and delivering to customer and regulator expectations. Based on PEXA’s
detailed roadmap and cost forecast, PEXA believes that an increase in fees of 1.8% per annum plus
CPI for 2026-27 to 2028-2029 is required to efficiently deliver the ELNO services that meet the
expectations and needs of customers and regulators (see section 4 for details). The proposal is based
on:

e PEXA’s forecast transaction volumes for 2026-27 to 2028-29 (Chapter 2); and

e The efficient building block costs to deliver ELNO services from 2026-27 to 2028-29 (Chapter
4).

If prices over this period were lower than this, it would significantly compromise service standards to
customers — which is not in their long-term interests, as an efficient ELNO (even with PEXA’s market
share) would be unable to recover its efficient costs. Lower prices may also foreclose competition.

The real fee increase of 1.8% pa should be considered the minimum increase required for FY27-29. It
would enable PEXA to recover the efficient costs of supplying ELNO services at the current market
share, but would be insufficient in case of market share reduction.

If policy makers and regulators are seeking to support and promote competition in the ELNO market,
as per IPART's ToR, there is a strong case to allow fees to increase above these levels. This is because
costs and prices per transaction of an efficient ELNO will vary with its market share, as recognised by
IPART in its 2019 review of ELNO service fees. The case for providing a margin above fees that would
allow PEXA to recover efficient costs at the current market share is also consistent with the
approaches of economic regulators to supporting competition in other sectors (e.g. electricity).

It is important to note that increasing ELNO costs do not mean that overall conveyancing costs for
consumers are increasing. The primary rationale for eConveyancing is that it substantially reduces
internal processing costs for conveyancers and financial institutions. Their costs are materially higher
than eConveyancing prices. As described below, many of the platform enhancements implemented
over the past 4 years have been designed in close consultation with customers so that they materially
reduce their internal operating costs.
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1.3 When should a regulated method or level of price apply to ELNO service fees?
Price certainty and stability is important for PEXA and all customers.

If PEXA has the flexibility to maintain the current fee structure, PEXA can continue to apply this fee
structure from 1 July 2026. However, even before allowing for competition, PEXA’s fee levels will need
to increase from this date by 1.8% pa plus CPIl from FY27-29 to enable PEXA to recover the efficient
building block costs over the next three years.

PEXA is required to give customers at least 20 business days’ notice of any price adjustments (MOR
5.4.6) but has historically preferred to provide longer notice to provide flexibility to customers so that
they have time to prepare, test and implement IT changes, and communicate to end customers.
Depending on when IPART completes the pricing review, and the time it takes for ARNECC to consider
findings, it could mean that any real fee increases arising from this review might need to apply from a
later date. If adjustment to fees is delayed, for example to 1 January 2027, the adjustments to fees
should be NPV neutral compared to a scenario where fees are adjusted from 1 July 2026.

PEXA would require a significant period of notice if IPART was to recommend:

e A change to PEXA’s fee structure, for example jurisdictional based pricing, as PEXA would
need to build new billing capabilities and amend internal systems. In addition, customers
would require substantial notice for any change as it would impact their systems and on-
charging arrangements. Banks, in particular, would need substantial lead times to change
their systems and inform their customers if there are any changes in fee structure. The
specific length of such a period of notice would depend on the extent and significance of
change. PEXA also notes that any costs associated with implementing changes to fee
structures (e.g. from changing billing systems) have not been included in this submission, nor
has the associated higher ongoing opex with managing increased billing complexity been
included in this submission.

e Areduction to PEXA’s fees, as PEXA may need to amend staffing levels, service condition
(e.g., amend the scope, nature and/or levels of services provided), and product and
technology roadmaps (including the Australian Registrars Working Group (ARWG) roadmap),
to ensure PEXA can recover its efficient costs.

1.4 What future adjustment and review processes should apply for ELNO service fees?

To recover PEXA’s efficient building block costs over 2026-27 to 2028-29, at a minimum, PEXA should
be allowed to increase fees by 1.8% pa plus CPI from FY27-29. Alternatively, to recover the same
revenue in NPV terms, fees could increase by 3.6% plus CPlin 2026-27, and then simply by CPl in
2027-28 and 2028-29.

However, as outlined in this submission, there is a case for fees to be higher than this, given the need
to allow for competition.

PEXA considers that ELNO fees should next be reviewed in 3 years, in 2028-29, for fees to apply from
1 July 2029. This 3-year period would provide reasonable levels of fee stability and investment
certainty to the sector, including for incumbent and potential new entrant ELNOs, while recognising
that the sector is continuing to evolve over time — which creates some forecasting risk beyond the
proposed 3-year price period.

However, the proposed 3-year price period is contingent on there being adequate mechanisms in
place to address uncertain or unforeseeable material changes in efficient costs during the period.
These include:
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e maintenance of the current cost pass through provisions of the Model Operating
Requirements (MORs)

e the ability for ELNOs to develop and price new, unforeseen services in response to customers’
needs

e arequirement for ARNECC to consider any requests from an ELNO for an earlier fee review
(e.g., in response to unforeseen material changes in costs during the period, which are
significant enough to justify the costs and uncertainty of bringing forward the fee review).

PEXA also notes that the next review of ELNO service fees should revisit the question of whether
price regulation or oversight is still required. For example, it may be that there is sufficient
competition so that policy makers and regulators are comfortable that continuing price regulation or
oversight is not required. Alternatively, it may be relevant for the industry to consider an
arrangement similar to the ASX’s ‘Cash Equities Clearing, Settlement and Issuer Services Pricing
Policy’, which is effectively a yearly self-reporting regime based on the building block approach.

1.5 The rest of this submission

The rest of this submission is structured as follows:

e Chapter 2 provides key contextual information on ELNO services and the ELNO services
market, including the history of eConveyancing and ELNO services, the regulatory framework
for ELNO services, PEXA’s performance against regulatory performance requirements and
standards, progress with interoperability and the scope for competition, and PEXA’s forecast
transaction volumes

e Chapter 3 explains how PEXA engages with customers, what they tell us and how PEXA
responds in terms of the services PEXA delivers

e Chapter 4 presents the efficient building block costs of supplying ELNO services over 2026-27
to 2028-29, which PEXA considers represent the efficient, benchmark costs of an ELNO with
PEXA’s market share

e Chapter 5 proposes ELNO fees, based on our assessment of efficient building blocks costs, plus
allowing for competition

e Chapter 6 outlines the proposed approach to adjusting and reviewing ELNO service fees over
time.
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2

ELNO services and the ELNO services market

This chapter provides important context when considering the regulation of ELNO service fees. This
includes a description of ELNO services, the history and evolution of eConveyancing, the regulatory
framework that governs these services, PEXA’s performance against its regulatory requirements,
PEXA’s current ELNO service fees, the scope for competition in the provision of ELNO services and
forecast ELNO service transaction volumes.

ELNO services and the ELNO services market - key messages

PEXA has led the way in developing eConveyancing in Australia and the world. The
importance of PEXA’s platform is recognised by its designation as Critical Infrastructure
under the Security of Critical Infrastructure Act.

PEXA is subject to a comprehensive regulatory framework, governing its service coverage
and performance. PEXA performs well against this framework — which demonstrates that
PEXA provides secure and reliable services.

PEXA levies nationally consistent ELNO service fees, which reflects a national platform and
customer preferences.

PEXA’s ELNO service fees are ~0.3% of property transaction costs and have not risen by
more than CPI since 2014, while prices for other property transaction services (including
those in more competitive markets) have increased significantly since that time.

Regulators have pursued interoperability to promote competition, on the basis that it would
enable a conveyancer or financial institution to use any one interoperable Electronic
Lodgment Network (ELN) to input information and authorise transactions, even if other
parties to that conveyancing transaction used other ELNs.

PEXA has worked with ARNECC and other stakeholders on the design and implementation of
interoperability and has and will continue to incur material costs in doing so. However,
interoperability has proven much more challenging to implement than expected and it has
been identified that interoperability will not deliver the desired benefits of increased
resilience, innovation and reduced prices as originally envisaged.

Regardless, competition may emerge in the eConveyancing market in other ways. E-
conveyancing is a relatively new market, and the technology, business models and service
offerings are all evolving.

Irrespective of the business models of potential new competitors, regulated ELNO service
fees should reflect the regulatory agenda to increase competition.

E-conveyancing transaction volumes across Australia are expected to increase over the
period from 2024-25 to 2028-29 by a compound annual growth rate of Jjjjj- PEXA’s share
of these transactions depends on the shape of the eConveyancing market. In estimating the
fee adjustment to recover efficient costs over 2026-27 to 2028-29 (discussed in Chapter 5),
it is assumed that PEXA has a [Jjjjj share of the eConveyancing market. However, the share
will decline if stronger competition emerges.
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2.1 ELNO services

Conveyancing is the legal process of transferring real property from one party to another. It ensures
that the purchaser receives a clear title to the property, and that all legal and financial obligations are
met during the transaction. Conveyancing typically includes the following steps:

e preparation of contracts
e exchange of contracts
e property searches and enquiries
e preparation and exchange of documents
e transfer duty calculation and payment
¢ financial settlement
e document lodgement
e document registration, when legal title is transferred.
E-Conveyancing is the digital preparation for and completion of a conveyancing transaction. It allows

solicitors, conveyancers and financial institutions to enter a secure, online workspace via an
electronic lodgement network (ELN) where they can exchange information and collaborate, including:

e setting a date for settlement

e online document preparation and submission

e indicating bank preparedness to provide funds to a customer
e digital signatures

e electronic funds transfer

e electronic lodgement with land registries.

The specific level and mix of eConveyancing activities and services are determined by regulatory
requirements and the needs of customers, as outlined below and in Chapter 3, respectively.

E-conveyancing transactions take place on Electronic Lodgement Networks (ELNs), operated by
Electronic Network Operators (ELNOs).

2.2 The history of eConveyancing

Until the early 2010s, property transacting remained a mainly manual, paper-based process.
Initiatives to implement eConveyancing in Australia before 2008 were unsuccessful because they
failed to gain the required critical mass of users (both conveyancers and financial institutions). This
was largely because many users were multi-jurisdictional and were unwilling to migrate to an online
process unless it was nationally consistent.

The exchange business model that PEXA operates today was originally designed and created by all
States and Territories, in combination with major financial institutions. When the States and
Territories reached agreement for a national law for eConveyancing, they also created the
eConveyancing industry through cooperation between governments (particularly the land titles
offices in all States and Territories), major financial institutions, and other key investors. They created
a new entity, National eConveyancing Development Limited (NECDL), co-owned by all States and
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Territories and major financial institutions. Its purpose was to build a digital platform for
eConveyancing and to drive participation by government authorities, financial institutions, and
conveyancers.

All parties involved saw the opportunity for substantial productivity savings if conveyancing was
largely conducted online rather than with traditional processes involving physical documents and
signatures, cheques, and face to face settlement meetings. The nation-wide electronic platform was
also an opportunity to streamline the differing requirements of multiple legal jurisdictions into a
homogenous property settlement process. This helped financial institutions to build nation-wide
operational platforms, increasing their efficiency. It also encouraged the development of national
conveyancing firms and practice management systems, while retaining many of the distinctive
features of the property and revenue collection laws of each individual State and Territory.

NECDL, ultimately renamed PEXA, set its initial prices low to induce banks and conveyancers to incur
the significant up-front costs of converting from paper to electronic processes. In the early stages of
the reform, it was particularly hard to induce banks and conveyancers to do so because they would
only get a return on their investment in the conversion if most others converted as well. At the time,
widespread take-up was far from assured. Some governments eventually mandated all participants to
adopt eConveyancing, but they did so only after substantial take up made such mandates politically
palatable.

Once PEXA had largely created an eConveyancing industry in Australia, building both a usable
platform and driving widespread adoption, it was privatised in 2019 as governments sold their shares
in the entity and transferred their intellectual property in eConveyancing to a private consortium.
This consortium sold down their interests in PEXA through an IPO in 2021.

Governments effectively limited PEXA price increases to be no more than CPI since they were first set
in 2014. Prices were initially capped by a government agreement that bound the government-owned
entity.? In the revision of the Model Operating Requirements (MOR) introduced in 2018, before
privatisation in 2019, governments formally regulated ELNO pricing so that an ELNO could not
increase its prices in real terms beyond the levels that had been initially set in order to induce
adoption.? This is in contrast to other parts of the conveyancing industry. For example, new platforms
for property advertising initially set low prices to induce adoption and have since substantially
increased their prices once they had established a network.>

Today, PEXA is the leading ELNO in Australia and the world. It provides a platform that enables
conveyancers and financial institutions to interact electronically to create and lodge the documents
required to formally transfer property on behalf of their customers. The platform also ensures that
the transfer of money occurs simultaneously with the authorisation to transfer property. The
platform authorises money transfers and sends appropriate documentation to land registries and
government revenue offices. Instead of conveyancers meeting in rooms to exchange documents and
cheques and then physically lodging documents and cheques at a land titles office, a revenue office
and a financial institution, all of these interactions occur electronically as illustrated in Figure 1.

3 Price increases were limited to CPI through confidential operating agreements between registrars and PEXA: Dench
McClean Carlson (2019), Review of the Intergovernmental Agreement for an Electronic Conveyancing National Law,
https://dmcca.com.au/iga-review/, p.87.

4 MOR cl 5.4, introduced by MOR Version 5, published December 2018.

5 See footnote 11

T+61 3 6002 4500 W pexa.com.au A Tower 4, Level 16, 727 Collins Street, Docklands VIC 3008 Page |15


https://url.avanan.click/v2/r01/___https:/dmcca.com.au/iga-review/___.YXAzOmZyb250aWVyZ3JwOmE6bzplMDkwMmU5NmU1YWY2YTIwYzRlYTYwMWQwNGQ5Y2E5Njo3OmUyM2Q6ZWI5NTkzOGZmZjQyOTJmMzFjMmVkNDU2MWVmZTBiOWZlYmM1ZjgzM2E4OGI3ZjQxNjIyYTE5NTQ1ZGQ4NDY0ZDpwOkY6Rg

Figure 1: Comparison of paper-based conveyancing and eConveyancing
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By switching property transfer transactions from paper to digital, and creating nationally consistent
processes, PEXA’s platform has substantially reduced the costs of the wider conveyancing industry. A
recent study by Acil Allen has estimated that PEXA’s eConveyancing platform has generated around
$390 million of productivity savings per annum for the Australian economy since 2015. This
constitutes time and cost saved for practitioners and financial institutions and is estimated to
translates to a contribution to Gross Domestic Product (GDP) of $3.0 billion since 2015, and $480
million in FY25 alone.® Further productivity enhancement is envisaged when eConveyancing volumes
gradually increase in the newly added jurisdictions of Tasmania (added in 2024) and Northern
Territory (added in 2025).

2.3 E-Conveyancing — an overview

E-conveyancing transformed the industry by introducing a collaborative digital workspace. Instead of
working separately to produce paper documents, all participants contribute to the preparation or
documents and settlement instructions within a single shared environment. Because all documents
are automatically based on the same data, the system automatically produces consistent documents
and payment instructions for lodgement and settlement, ensuring integrity of document data and
that source funds match destination funds before settlement can proceed. This collaboration makes
the process far more reliable and efficient.

PEXA’s Electronic Lodgement Network (ELN) does more than just digitise paperwork. It embeds
critical safeguards and validations into the process:

¢ Integration with Land Registries: Each jurisdiction’s Land Registry is connected directly,
allowing real-time validation of documents before they are submitted. This ensures errors are
detected early.

6 PEXA Economic Impact Report, Acil Allen, October 2025
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o Referential Integrity and Real-Time Checks: Data across documents within a workspace is
derived from the same source, automatically ensuring consistency. Combined with registry
validation, this has reduced the rate of failed lodgements to below 0.1%.

e End-to-End Settlement Visibility: The ELN not only manages documents for lodgement but
also integrates payment directions, ensuring funds are correctly allocated and balanced at the
time of settlement.

eConveyancing has dramatically reduced the number and cost of lodgement errors. With the paper-
based process, around 15% to 20% of transactions lodged with the titles office were “requisitioned”
— meaning errors were detected that required correction before registration could proceed. This
created considerable manual handling for both the titles office and the parties involved, particularly
financial institutions. It also left buyers and sellers uncertain about completion until the issues were
resolved. Today, fewer than 1% of transactions lodged through PEXA’s ELN are requisitioned. The
platform automatically restricts the submission of incorrect information and enforces consistency
across documents — for example, ensuring the purchaser’s name on the transfer precisely matches
the owner’s name on the mortgage registration.

See also Figure 2 for an overview of high-level PEXA process and interfaces
Figure 2: High level overview of PEXA process and interfaces
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While the front-end experience feels seamless for users, the efficiency comes from a highly complex
technical foundation:

e Data Relationships: Each lodgement case involves hundreds of interrelated data nodes and
structures that must remain consistent across multiple documents. Managing these
relationships reliably at scale is a significant engineering challenge.

e Multiple APIs (Application Programming Interfaces) per Jurisdiction: Every Land Registry
requires around nine separate APl interfaces, each with its own rules and specifications. On
top of this, the ELN must also integrate with Revenue Offices, the Reserve Bank of Australia,
major banks, and a range of other financial institutions.
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e Payment Infrastructure: To settle transactions in real time, the ELN manages multiple high-
value payment interfaces simultaneously — handling both volume and the security
requirements of the financial system.

¢ Resilience and Availability: Given that property settlements are time-critical and high-value,
the ELN must deliver near-continuous uptime, robust monitoring, and resilience against failure
across all these integrations.

For end users — lawyers, conveyancers, banks, and property buyers & sellers — the ELN appears
simple and efficient, but that simplicity is powered by an intricate system that brings together legal,
financial, and regulatory requirements into a single unified platform. Building and operating this
network requires balancing complex integrations, strict compliance, and high reliability to deliver the
seamless digital property settlement experience that PEXA is known for.

Today, Australia is the only country in the world with such a mature electronic system for property
conveyancing. The jurisdiction closest to following Australia’s example is the UK, where PEXA is
leveraging its unique Australian innovations to shift the UK market from paper to digital
conveyancing, launching PEXA’s ambition to be the leading global eConveyancing business.

2.4 The property transaction industry context

ELNOs represent a $330 million addressable market in Australia and are only a relatively small part of
the conveyancing industry, and an even smaller part of the overall property transaction industry.
PEXA fees make up ~0.3% of property transaction costs. Today, the buyer and seller in a typical
transaction pay only $140.58 (incl. GST) each to PEXA. In comparison, the Land Transfer Registration
fee paid for registering change of ownership in the registry costs between $172 (NT) and $8,385 (SA),
with an average of $1,925 across the country (based on each State’s respective median property
price).”

The eConveyancing platform that PEXA operates is only one part of a digital conveyancing industry
value chain. As part of transferring land, a series of digital platforms and systems interact. Digital
systems that facilitate conveyancing, in addition to the systems of ELNOs such as PEXA, also include:

e The electronic systems operated by lawyers and conveyancers (many of which are ‘Practice
Management Systems (PMS)’ supplied by third parties);

e The electronic systems operated by financial institutions (many of which are supplied by third
parties);

e The electronic systems operated by mortgage processors engaged by financial institutions;

e Electronic systems that conduct searches in relation to property transactions, including both
land title searches, and searches of other land-related information such as planning, land tax,
and council rates; and

e Other electronic services related to settlement and lodgement such as client onboarding, e-
signing, contract development and finalisation.

7 Each state has its own calculation methods and thresholds, but most states use a scaling fee based on property value,
except for New South Wales, Northern Territory and the ACT, which use a flat fee for standard transactions.
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e Property search services include title queries which use information ultimately sourced from a
Titles Registry (disclosing the current owner, mortgagee, title dimensions, and any
encumbrances) and other property searches (such as rates notices and payment status, land
tax liabilities, and planning overlays). PEXA estimates that the Total Addressable Market for
Property search in Australia is over $400m per year,? larger than the eConveyancing market.
PEXA does not provide property search services.

ELNOs are only a relatively small part of the conveyancing industry, and an even smaller part of the
overall property transaction industry as illustrated in Figure 3. The total costs of transacting property
are illustrated in section 2.6.2. These other costs are generally rising much faster than CPI; whereas
ELNO fees, which are capped by regulation, have not risen by more than CPI since 2014.

Figure 3: Residential property transaction costs 2022-23
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The key services related to Australian real estate transactions include:

e Real estate agency services for sale of residential property — with revenue of around $10b per
annum or between $18,000 (Brisbane) and $33,000 (Sydney) per transaction,® with these
revenues rising substantially faster than CPI for the last 20 years.®

8 See footnote 13

9 Based on Jarden (2023) “Breaking down housing turnover”; about 500,000 dwellings per year are transferred in Australia:
ABS, total value of dwellings Cat 6432.0, Table 2. 1BIS World estimate that Real Estate Agency Franchise industry revenue
was $14b in 2023; the majority of this would be for residential property sales.

10 Between 2003 and 2020, real estate prices increased by 109%, roughly tracking the 114% increase in dwelling prices, but
much faster than increases in consumer prices (47%) and wages (68%). Since 2020 (perhaps influenced by Covid-19), real
estate prices have diverged from dwelling prices to track closer to consumer prices and wages.
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e Advertisements for sale of property — with revenue around $1.3b per annum, implying
revenues of more than $2,000 per transaction,!! which have escalated substantially in recent
12
years.

e Conveyancing services to prepare for and execute property transactions — with revenue of at
least $2b per annum, with combined revenue from the buyer and seller typically at $4,000 per
transfer (not including disbursements such as property-related search).:

e Property search — with revenue likely to be more than $0.4b per annum,* with the revenue
per transfer from all parties typically around $785.%°

e eConveyancing (both transfers and refinances) - with revenue of $0.3b per annum,® with the
revenue per transfer typically $140.58 for the buyer and seller, and $50-70 for each of the
banks if a mortgage is discharged and taken out, so that the total revenue from all parties to a
transaction is typically not more than $403."

e Bank fees and charges for taking out and discharging a mortgage, which can be up to $600 and
$400, respectively,'® although these fees are often waived and effectively incorporated into
the financial institution’s margin on the loan, and may not reflect the financial institution’s full
costs of processing a mortgage transaction.

11 REA revenues for Property and online advertising for residential property in Australia in 2023 were $804m. (REA Group,
Annual Report 2023, p.41). Domain Group revenues for residential property advertising in Australia in 2024 were $266m
(Domain Group, Annual Report 2024, p.103). A minority of this revenue would be for rental advertisements.

12 |ndustry participants claim that high market shares have enabled REA Group and Domain.com to increase prices for
property advertising: Sarah Martin, ““The bear at the door’: estate agents say they fear speaking out about
realestate.com.au ‘price gouging’”, The Guardian 19 September 2024, https://www.theguardian.com/australia-
news/2024/sep/19/the-bear-at-the-door-estate-agents-say-they-fear-speaking-out-about-realestatecomau-price-gouging;
Sarah Martin, “Why News Corp’s realestate.com.au can put fees ‘up and up and up’, according to ex-CEQ”, The Guardian 23
September 2024 https://www.theguardian.com/australia-news/2024/sep/23/simon-baker-realestate-com-au-fees-news-
corp-ntwnfb. In 2025 it was reported that the ACCC is investigating the online real estate advertisement market, and has
issued a notice to REA to provide information regarding its offerings: Nassim Khadem, “ACCC probes real estate giant REA
Group amid price gouging allegations as property costs soar” 10 June 2025, ABC News https://www.abc.net.au/news/2025-
06-10/accc-probes-property-giant-rea-group-on-price-gouging-consumers/105381838.

13 RS Law Group (June 2024) estimate that conveyancing fees are typically $2,000 to $2,500 for each of the buyer and seller.
Jarden estimates that typical solicitor fees (for both parties combined) for a house transaction in Sydney, Melbourne and
Brisbane are between $7,500 and $10,000 (probably including disbursements): Jarden (2023) “Breaking down housing
turnover”.

14 This top down estimate is based on ATI Australian search revenue of around $447m: ATI Global Legal Search revenue
across all jurisdictions is $616m (ATI Global Ltd Financial Report, p.27); of which £94m (=AUD169m) was Conveyancing
searches in the UK (Infotrack Ltd Financial Report, p.12,22). A minority of the Australian search revenue is for company
searches; some is for titles searches; the majority is for conveyancing related non-titles searches such as rates and water. ATI
has a large share of the total Australian search market. The next largest participant in the Australian property search market
is Dye & Durham, which has group revenue of $167m in 2023 (Dye & Durham Holdings Pty Ltd Financial Report, p.20),
although this includes some UK revenue, equity accounted revenue and revenue from PMS solutions broader than property
search.

A bottom up estimate also suggests a total addressable market for property search of around $400m based on 500,000
residential property transactions per year with average property search revenue per transaction of $785 (see footnote 15.
15 A typical transfer in Victoria requires register search ($7.80), Title plan ($7.50), Land tax ($29.13), Local council ($41.01),
and Water ($35.16); an estimated 50% of transactions seek building approval certificates ($32.82 and $32.82), and 25% of
transactions seek VicRoads search ($7.78); Each of these searches will typically be done twice per transaction —once in
preparing the vendor’s statement and once prior to settlement. Based on ATI’s financials, the markup from Landata prices
(cost of goods sold) to property search provider price is 100%, implying property search revenue per transaction of $785.

16 See footnote 26.

17 Assumes the seller discharges a mortgage and the buyer takes out a mortgage. Costs can be slightly less or higher in less
common situations: PEXA Pricing Schedule effective from 1 July 2024, https://www.pexa.com.au/pricing/

18 Financial institution websites.
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2.5 The regulatory framework for eConveyancing

As is to be expected, given the importance of eConveyancing to those involved in property
transactions and the broader community, PEXA is subject to a comprehensive regulatory framework.
This includes operating requirements and service standards dictated by legislation, national rules,
regulatory/approval conditions and contractual operating agreements that ELNOs must adhere to in
each state and territory.

All States and Territories agreed to the Electronic Conveyancing National Law Agreement in 2011,
which aimed to set up consistent business practices for and regulation of eConveyancing across
jurisdictions. Legislation in all States and Territories subsequently adopted a National Law, which
authorised the electronic signature and lodgment of documents for property transactions, the
approval of ELNs, and the determination of rules to govern the industry. The States and Territories
also agreed to set up an industry regulator, comprised of the Registrar General of the Land Registry in
each jurisdiction, the Australian Registrars’ National Electronic Conveyancing Council (ARNECC).

As an approved ELNO, PEXA must comply with the Operating Requirements set by the Registrars of
each jurisdiction. Those jurisdictional Operating Requirements are based on ARNECC’s Model
Operating Requirements (MOR). The MOR includes requirements regarding eligibility criteria,
coverage of service provision, system security and integrity, system functionality, data management,
performance levels, business continuity and disaster recovery management, interactions with
Subscribers, compliance monitoring and reporting and pricing — amongst other provisions.

For instance, the MOR includes minimum ELNO performance levels, as listed in Table 1 below.

Table 1: Performance levels in Schedule 2 of the MOR
Performance level Performance target
Operational performance measures

Service availability The ELNO System must be available to its Subscribers
(including those services dependent on functionality needing
external communications and systems except when those
external communications or systems are not available) for 24
hours per day, seven days per week and 52 weeks per year,
exclusive of Scheduled Maintenance, to be assessed monthly.
The ELNO System must be available for:

Service reliability (a) not less than 99.8% during Core Hours; and
(b) not less than 99% during Non-Core Hours, assessed
monthly.

System performance measures

System responsiveness The time taken by the ELNO System to respond to a user-
initiated request must be less than three seconds on average
over a month, exclusive of external communications and
systems, under all reasonably expected load conditions.

System resilience The ELNO service must not be disrupted for the same root
cause (excluding service disruptions caused by external

19 See https://www.arnecc.gov.au/wp-content/uploads/2021/08/IGA for an Electronic Conveyancing National Law.pdf
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communications and systems) more than twice in a six month
period.

Management performance measures

In a disaster recovery situation where the ELNO’s Business

Continuity and Disaster Recovery Plan is invoked, the ELNO
System must be restored to service availability within four

hours.

Incident resolution

Where a service disruption occurs in a non-disaster recovery
situation, the ELNO System must be restored to service
availability within 40 minutes.

Problem identification The root cause of each service disruption must be identified

within three Business Days.
Source: ARNECC, Model Operating Requirements, Version 7.1, February 2025, Schedule 2

The MOR also includes requirements related to the coverage of services. It requires that an ELNO
ensures that:

e the ELN is available to each Land Registry in Australia capable of receiving electronic Registry
Instruments and other electronic Documents from an ELN and to Subscribers in all States and
Territories in Australia

e the ELN enables, as a priority, the Lodgement of those of the following electronic Registry
Instruments and other electronic Documents which are capable of Lodgement in the

Jurisdiction:
o Transfer
o Mortgage

o Discharge/Release of Mortgage

o Caveat

o Withdrawal of Caveat

o Priority Notice

o Extension of Priority Notice

o Withdraw of Priority Norice

o Associated Duty Authority notices

o Administrative notices required to manage certificates of title.

e the ELN enables the Lodgement of any electronic Registry Instruments and other electronic
Documents not listed above, which are capable of Lodgement in the Jurisdiction; and

e any additional functionality reasonably required by the Registrar is implemented in the ELN.%

Amongst other provisions, the MOR also contains obligations to protect against any vertical
foreclosure, such that any vertical integration of an ELNO will not provide its upstream or
downstream businesses with an unfair competitive advantage against those entities which are not
vertically integrated. The MOR limits vertical integration by requiring an ELNO to formally separate if
offering Downstream or Upstream Services (DUS), i.e. offering a service that accesses, integrates

20 ARNECC, Model Operating Requirements, Version 7.1, February 2025, Section 5.2
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with, or uses information from an ELN, but which does not enable the preparation and lodging of
registry instruments and other documents in electronic form for lodging under the land titles
legislation. It also requires an ELNO to provide any service on an equivalent basis to all customers in
an equivalent class.

As an ELNO, PEXA also has approval conditions and operating agreements with each land registry in
each State and Territory, and applicable revenue offices. These impose substantial obligations on
PEXA, in addition to the MOR, for operations, performance, reporting and governance. For example,
Schedule 3 of the Registrar General of New South Wales’ approval to PEXA to operate as an ELN in
NSW requires PEXA to report against prescribed customer service metrics (e.g., call waiting, call
abandonment, emails answered). These requirements can vary between States, although such
variations add to industry costs, and ideally they would instead be imposed by the MOR so that they
are more transparent to users, consistent between States and Territories, and transparently apply to
all ELNOs.

Payments that are facilitated by the PEXA platform are also subject to oversight by the Reserve Bank
of Australia. PEXA is a member of the Reserve Bank Information and Transfer System (RITS), and must
meet RBA requirements to maintain that membership.

A study by Quay Law Partners in 2025 commissioned by PEXA, which analysed different regulatory
environments for comparable sectors to eConveyancing, found that ELNOs are subject to the highest
level of regulation (competition regulation) amongst an extensive suite of industries with one or two
dominant players. The analysis covered sector specific regulation, customer/user protection
regulation, competition regulation and general reporting obligations. The highlights of the
comparison can be found in Figure 4 below.
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Figure 4: Mapping of the regulatory burden in different sectors
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1. There are a number of relevant access regimes, including Part IlIA, Part XIC and Part XICB of the CCA. Where the CCA applies, access is only required if a service supplied with the relevant infrastructure (or a class to
which the service belongs) has been declared.
Similar regulation applies in relation to the gas sector where in NSW the primary gas distribution network is Jemena Gas Networks and Australian Gas Networks also have a gas distribution network in Albury
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Linking the comparative analysis of the regulatory burden in different sectors against the addressable
market illustrates that ELNOs experience the highest level of regulation in spite of a relatively small
addressable market, see Figure 5 below.

Figure 5: Mapping of the regulatory burden in different sectors against the addressable market
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NOTE: Addressable markets are PEXA estimates and graphic is not to exact scale

2.6 PEXA’s performance against its regulatory requirements

PEXA has consistently performed strongly against its regulatory requirements. The MOR sets
minimum performance levels for availability and reliability that an ELNO must meet and publish its
results against for each month (see Table 1 for reference). Further, PEXA must submit an annual
report to ARNECC each year demonstrating its compliance against various operating requirements,
including independent certification that risk management frameworks and information security
management systems remain fit for purpose. PEXA maintains approvals to operate its ELN across all 8
Australian jurisdictions, which are typically renewed on a 10-year basis subject to broader compliance
reviews. Since its establishment, PEXA has not been subject to any enforcement action.

The PEXA Exchange operates within a broad ecosystem of integrated platforms, comprising the
systems of Land Registries (LRs), Revenue Offices (RO), and financial institutions, including the
Reserve Bank of Australia (RBA). In some cases, property transfers can have up to nine participants.
For a typical property transfer with four parties (representatives for the buyer and seller; Mortgagee
on Title; and Incoming Mortgagee), the workflow depends on services supported by a number of
systems in that broader eConveyancing network, to complete the transaction. These services include
stamp duty verification with the revenue office, title activity checks against the land register, and the
processing of payment instruction files with integrated banks. If these services are disrupted, they
can interrupt multiple stages of the transaction workflow. Such disruptions can affect the timing of
scheduled settlements.

T+61 3 6002 4500 W pexa.com.au A Tower 4, Level 16, 727 Collins Street, Docklands VIC3008 Page |25



In the 12 months from July 2024 to June 2025, PEXA’s customers experienced 93 service disruptions
of which 14 were driven by the PEXA platform while 79 were driven by partner platforms (for
example banks, ROs, or LRs) which are part of the eConveyancing network, see also Figure 6. These
service disruptions often delayed settlements for a few hours, but the vast majority were resolved so
that transactions proceeded on the scheduled date. An average of less than 10 settlements a week
are delayed to the next business day due to service disruptions — which is a small fraction (less than
0.05%) of the 20,000 settlements that PEXA processes in a typical week. The small number of
transactions delayed to the next day or later reflects a very robust and resilient platform. In the very
rare situation that settlement is delayed materially due to PEXA’s platform and causes material
inconvenience, PEXA provides compensation based on the circumstances on a case-by-case basis. In
the 2024-25 financial year, PEXA provided compensation of $23k to 39 customers in such
circumstances.

Figure 6: Number of eConveyancing service disruptions, by type, FY25

30
25
20

15

10
Sev 2 disruption
" [ (higher severity)

PEXA Suppliers Major OtherFls RBA/ SRO LRO
Banks ATO

Source of service disruption

&)

Nevertheless, every service disruption or outage is regrettable. PEXA systematically analyses all
service disruptions to identify improvement opportunities for the future to coordinate improved
issue resolution across the eConveyancing network and identify trends. PEXA’s Payment
Modernisation program is a key component of the enhancement program underway to reduce PEXA
and financial institution service disruptions.

It should be noted that settlements can also be delayed for commercial reasons, such as the buyer
failing to arrange finance by the settlement date specified in the contract for sale or if the buyer and
seller agree a revised settlement day. Obviously, an eConveyancing platform has limited ability to
resolve these issues. In PEXA’s experience about 15% of all property transactions do not settle on
their originally scheduled date for such reasons.

PEXA has provided a secure and reliable platform, with:
e consistently high levels of customer satisfaction (85-90%)
® no major security breaches despite more than 6.5 million intrusion attempts in FY25

e less than 0.05% of transactions not occurring on the schedule day because of disruptions on
PEXA’s platforms, with the majority of disruptions caused by banks, LRs, ROs in the
eConveyancing network

e ongoing enhancements and innovations that create:
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— end-customer security enhancements like PEXA Key (to enable vendors to enter bank
details securely)

— better user-experience, for example through mobile signing which allows Practitioners to
complete activities from anywhere

— significant efficiency benefits such as Autobalance (which enables transactions to settle
despite small variances in financial amounts).

2.7 PEXA’s ELNO service fees
2.7.1 PEXA’s current ELNO service fees

PEXA offers a national pricing scheme and does not charge up-front registration fees or ongoing
subscription fees. Customers are only charged per successful transaction. Charges vary depending on
the type of transaction but are the same for all customers; whether ‘small or large’ or ‘metro or
regional’. The PEXA fee is separate from the statutory lodgement fees, which are set by each
jurisdiction’s Land Registry.

The PEXA fee covers the following services:
e Pre-population of Land Registry data, to remove the need for re-keying.

e Lodgement verification checks, to provide greater certainty that documents will be lodged
successfully.

e Title Activity Checks (TAC), to alert you to any recent activity on the title.

e Lodgement gap cover, whereby PEXA may assume responsibility for loss incurred when an
intervening dealing impacts registration of a covered dealing, subject to conditions set out in
the Participation Agreements.

e Electronic disbursement of cleared funds through to nominated accounts.
e Electronic settlement booking.

e Document creation and lodgement with the Land Registry in real-time.

e Secure digital signature technology.

e Stamp duty verification with the duty authority.

PEXA offers electronic settlement and lodgement of a range of documents common across
all/multiple jurisdictions, see table 2.

Table 1: PEXA’s 2025-26 prices (S per transaction, including GST)

Transaction service Single title Multiple titles
21

Caveat $19.80 $34.32

Caveat with Financial Settlement $37.95 $58.63

Change of Name (WA and TAS only) $19.80 $34.32

Change of Name with Financial Settlement (WA and TAS only) $37.95 $58.63

21 A multi-title transaction is a transaction involving more than one Certificate of Title, where a single property may be
comprised of several parcels of land, each with its own title
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Discharge of Mortgage

Discharge of Mortgage (Express Refinance)
Discharge of Mortgage with Financial Settlement
Encumbrance

Give Control of Title to Registrar?°

Lease

Lease with Financial Settlement

Mortgage

Mortgage (Express Refinance)

Mortgage with Caveat Withdrawal

Mortgage with Financial Settlement
Nomination?

Nomination withdrawal?®

Obtain Control of Title from Registrar?’
Priority Notice

Priority Notice Extension

Priority Notice Withdrawal

Surrender of Lease

Surrender of Lease with Financial Settlement
Survivorship (Notice of Death)

Survivorship (Notice of Death) with Financial Settlement
Title Information Re-Supply

Transfer by Third Party

Transfer of Interest

Transfer of Interest with Financial Settlement
Transfer Titles

Transmission

Transmission Direct to Beneficiary (NSW only)

$11.11

$5.50
$11.11
$25.30
$52.80
$44.44
$44.44

$6.93

$140.58

$93.50

$140.58

$140.58

$44.44

$44.44

N/A
$160.93
$113.63
$160.93
$160.93
$64.90

$64.90

22 For selected documents, the PEXA fee is $0. These documents fall into two categories: (1) Supporting Documents which
are specified by the Registrar as a requirement for a parent document to be accepted for lodgement. Where the Registrar
accepts Supporting Documents at a $0 lodgement fee, PEXA also applies a $0 fee. (2) Administrative Notices which are
specified by the Registrar to facilitate administrative updates to a land title. The Registrar accepts Administrative Notices at a

S0 lodgement fee, and PEXA has determined to apply the same $0 fee.
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Transmission with Financial Settlement S44.44 $64.90
Withdrawal of Caveat $19.80 $34.32
Withdrawal of Caveat with Financial Settlement $37.95 $58.63
Withdrawal of Encumbrance S44.44 $59.18

In addition to the documents listed in Table 2, PEXA offers electronic lodgement of more than 1,000
‘Other Land Registry Documents’ unique to the jurisdiction of NSW, VIC, WA and SA, see PEXA
website for details?®. All of these “Other Land Registry Documents’ are linked to a document category
and priced as per Table 3.

Table 3: PEXA ‘s 2025-2026 prices for Other Land Registry Documents ($ per transaction incl. GST)

Document category (including GST) Single Multiple
Title Titles
Change Ownership $140.58 $160.93
Change Ownership with Settlement $140.58 $160.93
Record an Interest $52.80 $72.93
Record an Interest with Settlement $70.18 $90.75
Vary an Interest S44.00 $64.13
Vary an Interest with Settlement $61.82 $81.95
Discharge an Interest $25.30 $40.26
Discharge an Interest with Settlement $51.92 $66.55
Act on a Land Title $19.80 $34.32
Act on a Land Title with Settlement $37.95 $58.63

PEXA’s comprehensive list of electronic documents facilitates three types of transactions:

e Transfer — any lodgement case which includes one or more documents relating to a change in
proprietorship of land (including Transfer document and documents associated with a transfer,
including Mortgages, Discharge of Mortgages).

¢ Refinance — any lodgement case which includes one or more discharge of mortgage and one or
more mortgage with financial settlement (include documents associated with Mortgages and
Discharge of Mortgages).

e Other — all other lodgements (include stand-alone documents that secure an interest on a title,

for example caveats, stand-alone discharge of mortgage).

PEXA’s fees have not risen by more than CPI since 2014. This reflects longstanding competitive,
contractual and regulatory constraints:

23 https://www.pexa.com.au/pricing/other-land-registry-documents-nsw/; https://www.pexa.com.au/pricing/other-land-
registry-documents-vic/; https://www.pexa.com.au/pricing/other-land-registry-documents-wa/ ;
https://www.pexa.com.au/pricing/other-land-registry-documents-sa/
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e PEXA commenced with zero market share and needed to attract customers away from the
paper lodgement system. At this time, PEXA negotiated its pricing policy and terms with
groups of sophisticated counterparties, including law societies and financial institutions. These
counterparties negotiated on a collective basis and had significant bargaining power. As
discussed above in section 2.2, PEXA set its initial prices to induce banks and conveyancers to
incur the significant up-front costs of converting from paper to electronic processes.

e Between 2014 and 2018, price increases were limited to CPI through confidential operating
agreements between registrars and PEXA.%*

e Since 2018, the Model Operating Requirements have limited price increases to CPI.%> ELNOs
can apply to ARNECC for pass-through of any new costs driven by insurance premiums,
changes in laws that change operating costs, or additional fees imposed by registrars, Land
Registries or governments (MOR 5.4.4.). PEXA has historically only increased fees by CPI.

e PEXA has continued to seek to expand its coverage, and therefore compete with paper
conveyancing, in new jurisdictions such as Tasmania and the Northern Territory.

e PEXA has been faced with competition and/or the threat of competition from potential new
ELNO service providers since the entry of Sympli into the market in 2018.

It should be noted that, consistent with section 5.4.4 of the MOR, PEXA has recently requested
ARNECC’s permission to pass-through two new transaction-based fees that commenced in July 2025:

e National Electronic Conveyancing Data Standards (NECDS) Fee, which is a transaction fee
per chargeable lodgement from NECDS Ltd to cover licence fees of the NECDS data standard

between ELNOs and Land Registries. I
[ e

e Revenue Office (RO) fees, which are fees from the Victorian, Western Australian (WA) and
Tasmanian Revenue Offices to cover ELNO integration maintenance. In Victoria and WA, the
RO fee is based on a transaction fee per dutiable lodgement while in Tasmania it is currently
a fixed fee (although envisaged to move to transaction fee once volumes in Tasmania
increase in FY27). | - XA notes
that although ROs are charging for the costs of ELNO integration maintenance, in the
absence of an ELNO they would be required to maintain substantial manual processes for
which they would not be entitled to charge, and which would be much more costly than the
ELNO integration that has largely replaced them.

As these costs are per transaction charges that can be adjusted by NECDS Ltd or the Revenue Offices
at any time over the period and given they squarely fall under the remit of cost pass throughs as per
section 5.4.4 of the MOR, these transaction-based costs are excluded from the cost estimates from
FY27 onwards included in this submission (presented in Chapter 4).

The proposed real fee increase in this submission (discussed in Chapter 5) is therefore also exclusive
of the impact of these cost pass throughs from FY27 onwards. That is, in addition to the proposed fee
increases outlined in this submission, PEXA proposes that its fees would also be adjusted for the
impact of cost pass throughs under section 5.4.4 of the MOR from FY27 onwards — including for
NECDS and RO fees.

24 Dench McClean Carlson (2019), Review of the Intergovernmental Agreement for an Electronic Conveyancing National Law,
https://dmcca.com.au/iga-review/, p.87
25 MOR Version 5, published December 2018, cl.5.4.3
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2.7.2 ELNO service fees relative to other property transaction costs

ELNOs are only a relatively small part of the conveyancing industry, and an even smaller part of the
overall property transaction industry, as discussed above in section 2.4. In 2024-25, total ELNO
revenue was around $316m,2® which accounted for a small portion of the total costs of transacting
property (as illustrated in Figure 3).

Further, while PEXA has maintained prices in real terms since inception, other property related
transaction costs, in supposedly more competitive industries, have increased significantly more than
inflation over the period. For example, the prices of on-line listing services have increased
significantly over the past decade, with estimates of the rate of increase ranging from 400% to well
over 1,000+%.% Similarly, while real-estate agent fees have remained at 2-3% of the sale price over
the past decade, the explosion of property prices over the period means that the cost to the seller
has effectively increased by more than double the rate of inflation over the past 10 yrs (from $15,100
in 2015 to $25,400 in 2025).%8

The direct cost to a buyer and seller for completing a property transaction on PEXA’s network is
$140.6 each. If the transaction involves banks, an additional fee of $70.2 will be incurred by the
buyer’s bank and an additional fee of $51.2 will be incurred by the seller’s bank. In total, a standard
property sales transaction involving a buyer and seller and two banks will incur a transaction fee of
~$402.6.%° These fees have not increased by more than CPI since 2014. This equates to total
estimated revenue of about $0.3 billion per annum

To put eConveyancing fees into context, consider the total property transaction costs for an individual
buyer and seller. The median Australian property price is approximately $985,900 (ABS, Dec 2024)
with an average transaction cost of $81,500. PEXA’s electronic lodgement and settlement fee is ~0.3%
of these transaction costs as illustrated in Figure 7.

26 PEXA exchange revenues were $314m excluding ‘Other ELNO revenue’: PEXA (2025) Annual report 2024-25. Sympli
reported revenues were $0.2m in 2022-23. Sympli financials have not been published by ASIC since 2022-23possibly
because Sympli’s workforce is now smaller than the threshold that triggers public reporting. Sympli undertook 1.1% of all
electronic lodgements in NSW in 2024-25: NSW Registrar-General, responses to Questions on Notice, Senate Economic
References Inquiry into Micro-competition opportunities in the Australian economy in relation to eConveyancing.

27 https://www.afr.com/companies/media-and-marketing/rea-slugged-real-estate-agents-with-78pc-price-hike-amid-accc-
probe-20250528-p5m2uv ; https://kosec.com.au/rea-group-faces-accc-probe-over-listing-fee-hikes-and-market-power/ ;
https://www.theguardian.com/australia-news/2024/sep/16/real-estate-website-fees-australia

28 |nflation used for eConveyancing (2015-2025): 28%; increase in mean price of residential dwellings in Australia (ABS 2015
vs 2025): 68%; assuming agent fee of 2.5%

29 Assumes the seller discharges a mortgage and the buyer takes out a mortgage. Costs can be slightly higher in less
common situations such as deceased estates, or where a caveat has been lodged: PEXA, PEXA Pricing Schedule effective
from 1 July 2024, https://www.pexa.com.au/pricing/
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Figure 7: Proportion of property transfer costs
Based on mean dwelling price of $958,900; 100% of transaction costs = $81,500

Real estate agent
and advertising fees
$32,000

Registry lodgment fees
$2,700

Conveyancing fees, including disbursements
$4,500

— PEXA fee, buyer

$141
Stamp duy, PEXA fee, seller
$42,000 $141

Notes: Stamp duty based on average for PEXA platform for 2025; Registry lodgements as per footnote 7; Conveyancing fees
including disbursements such as property search as per footnotes 13-15; Real estate fees include agent commission (2%-3%
of sales price according to Network Exchange Realty Jan 2025) and advertising (0.5% t01.0% of sale price according to Open
Agent estimate Aug 2024).

2.8 The scope for competition
2.8.1 Direct connect Interoperability
History of interoperability

In 2018, the NSW Government first took steps to assess whether ELNOs should be required to be
“interoperable”.® Interoperability was intended to promote competition by enabling a conveyancer
or financial institution to use any one interoperable ELN to input information and authorise
transactions, even if other parties to that conveyancing transaction used other ELNs.

Interoperability was formally mandated by amendments to the Electronic Conveyancing National Law
and Model Operating Requirements in 2022.3* ARNECC established an Interoperability Program to
facilitate design of the technology solution for Interoperability, and to resolve the broader
governance and regulatory issues that arise as a result of the interoperability regime. The Program
resolved to pursue a model of “direct connect interoperability”. The implementation schedule for
Interoperability aimed to commence in New South Wales and Queensland, with functionality phased

30 Dominello (2018), “Public the priority in eConveyancing”, The Australian
https://www.theaustralian.com.au/business/legal-affairs/public-the-priority-in-eConveyancing/news-
story/3ceclalc6c7c77ba882b66eb966511dc; Office of the Registrar General, NSW (2019), Directions Paper on proposed
eConveyancing interoperability regime,

https://www.registrargeneral.nsw.gov.au/ _data/assets/pdf file/0019/571240/Directions-Paper-on-proposed-
eConveyancing-interoperability-regime.pdf, p.5

31 Electronic Conveyancing (Adoption of National Law) Amendment Act 2022 (NSW), Sch 1, cl.6; Model Operating
Requirements, Version 7, cl.5.7-5.8.
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over three distinct Release stages. No schedule has been set for rollout to other jurisdictions. As
discussed further below, the scope of the interoperability project was substantially extended in 2023.

PEXA does not believe that the potential benefits of interoperability justify its costs. The costs of
interoperability include the substantial costs of developing the required additional functionality, the
unintended constraints on innovation because the model of interoperability being pursued effectively
requires all ELNs to have similar functionality, and the reliability and security risks created by an
increased number of interfaces and connections and lack of clear responsibility. The reasons why
interoperability is not in the public interest are outlined in PEXA’s submission to the Senate
Economics References Committee inquiry into micro-competition opportunities in eConveyancing3?
and in PEXA’s submission to the NSW Legislative Council Select Committee inquiry into competition
reforms in electronic conveyancing in NSW.3

Despite its doubts about the public value of interoperability, PEXA was legally obliged to work with
ARNECC’s program team, and other stakeholders, to try and implement interoperability. PEXA
committed substantial resources to working with ARNECC to design interoperability (including
specifying around 53 APls, and building IT functionality consistent with this design), participating in
over 260 three-hour design workshops conducted by ARNECC representatives. This IT functionality
enabled the completion of Day 1 Transactions (a limited scope refinance relating to property in
Queensland involving PEXA and Sympli) on 12 September 2023. This was an intensively supervised
single transaction that was completed. At this point substantial work remained to define all of the
APIs required for refinances to enable the broad operation of interoperable refinances rather than
just a single test transaction.

However, the experience left stakeholders with significant concerns that the interoperability
functionality designed and implemented to date would not fulfil their requirements. As a result, in
June 2024, ARNECC announced that the Interoperability Program would be paused. The Australian
Banking Association recently submitted to a Senate inquiry that it had repeatedly highlighted
“deficiencies in the scope of the program, the lack of functionality that interoperability will deliver,
and the consequent worse outcomes for consumers”3* The Interoperability Program remains paused,
a review has been conducted, and ARNECC is currently conducting subsequent reviews of the
functional requirements of interoperability, and its costs and benefits.

Overall, interoperability has proven much more challenging than expected. This has led to repeated
failures to meet interoperability schedules and a blow-out in timelines.

When all jurisdictions committed to interoperability reform in September 2020, they expected an
operable system within 15 months, by December 2021.3° In June 2024 — almost 4 years after the
interoperability program commenced — ARNECC'’s official estimate was that interoperability would
still not be operative in Queensland and NSW for another 18 months (i.e. December 2025).

PEXA’s view was that this timetable was still not realistic. While detailed planning had been
completed for interoperable refinances by July 2025, to the best of PEXA’s knowledge no detailed
project plan had been prepared for implementing and delivering interoperable transfers by
December 2025. On its face this timetable was improbable: it implied that the delivery of

32 PEXA, Submission to Senate Economics References Committee Inquiry into Micro-competition opportunities in the
Australian economy in relation to eConveyancing, March 2025, Section 6.

33 PEXA, Submission toNSW Legislative Council Select Committee Inquiry into competition reforms in electronic conveyancing
in NSW, , September 2025, section 4.3-4.7.

34 Australian Banking Association, Submission to Senate Economics References Committee Inquiry into Micro-competition
opportunities in the Australian economy in relation to eConveyancing, March 2025, p.6

35 parties to the Intergovernmental Agreement for an eConveyancing National Law, “Ministerial direction on a competitive
market structure in the eConveyancing market, https://www.arnecc.gov.au/wp-content/uploads/2021/08/ministerial-
direction-econveyancing-market-structure.pdf
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interoperable refinances required a further 12 months (and a total implementation period of 2
years), but the implementation of interoperable transfers would occur less than 6 months later, even
though transfers are inherently much more complex eConveyancing transactions than refinances.

Interoperability program has changed over time

Even though the original scope of the interoperability program turned out to be significantly more
complex than originally expected, regulators chose to substantially expand the scope of the program
in 2023, as shown in Figure 8, to add the requirement that interoperability provide “functional
equivalence” (also defined in regulator statements as an “equivalent Subscriber experience” and in
the MOR as providing “equivalent... performance”). This effectively added to the interoperability
program a variety of PEXA features that were not required for lodgement, but which were said to be
needed to provide what financial institutions described as “functional equivalence”.3® The inclusion of
this additional functionality aimed for interoperable transactions to reduce failures and automate
functionality, particularly in bank systems. Interoperability was no longer about enabling a
transaction to proceed with multiple ELNs; instead it required that whatever functionality was
available on one ELN would work the same way if another ELN was also involved. This new definition
appears to proceed on the basis that “whatever PEXA’s platform does, should be interoperable”.

This additional scope remains contested, as outlined in PEXA’s submission to the NSW Legislative
Council inquiry. PEXA maintains that it is beyond legislative power and requires it to surrender
intellectual property without compensation on just terms.

The additional contested functionality includes:

e Attachments (allowing Subscribers to share non-lodgement documents such as rates notices
through the eConveyancing platform);

¢ Linked settlements (managing simultaneous settlements and linked sequential transactions);

e Autobalance (calculating and automatically updating minor variations to settlement payments
within prescribed limits so that transactions can proceed without re-authorisation);

e Ready to book (automatically setting a settlement date for refinances based on financial
institution parameters and other factors); and

e Automated messaging and orchestration (e.g. automatic messages to a Subscriber based on
activity or status of other participants that either prompt automated activity on the
Subscriber’s system, or alert the Subscriber to intervene manually).

ARNECC commissioned a ‘Functional Requirements review’ to consider the intellectual property,
legislative power, and operational issues raised by the additional equivalence experience scope
imposed in 2023.3 This review is currently underway.

36 See for example Australian Banking Association submission to Senate inquiry, p.3
37 ARNECC (2025), “2025 Reviews Project Update” https://www.arnecc.gov.au/wp-content/uploads/2025/07/ARNECC-
Announcement-2025-Reviews-Project-Update-23-July-2025.pdf
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Figure 8: Changes in scope for interoperability program
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If interoperability does proceed with the contested scope, this will further extend timelines. The
additional scope of ‘equivalent basis’ adds substantially to the costs and complexity of
interoperability, and will consequently further extend the costs and timelines which are already
substantially greater than the original estimates. As shown in Figure 9, PEXA’s high level estimate is
that the additional scope of ‘equivalent basis’ will take an additional 18 months to design, build, test,
and implement. This estimate may well extend further with additional investigation. On this basis, the

interoperability project will take over 9 years to implement.
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Figure 9: Interoperability timeframes
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Costs of interoperability

The endeavour to introduce interoperability has resulted in substantial costs to PEXA, and to other
stakeholders. Up to the end of 2024-25, PEXA has spent $22.5m on interoperability, with significant
work still required to deliver a fully functioning system. PEXA estimates that it will spend a further
$38m on interoperability over the period to the end of 2029-30. This is well in excess of ARNECC’s
estimates of costs, but a similar order of magnitude to PEXA's initial estimates in 2019 of the costs of
introducing interoperability.®® Unlike PEXA’s initial estimates in 2019, PEXA’s estimates of the future
costs of interoperability take into account the substantial increase in scope introduced in 2023 that
requires that interoperable transactions deliver “equivalent performance”, providing “functional
equivalence” so that the user experience is identical, whether or not a transaction is interoperable.

PEXA incurred these costs because of its legal obligation to participate in ARNECC’s interoperability
program. In alignment with IPART’s decision from October 2022 that “the costs of establishing and
maintaining interoperability should be recovered from an ELNO’s subscribers through ELNO Service
Fees”,*® PEXA has included the historic and estimated future costs of assisting in the design of
interoperability, and building systems to deliver it in its estimates of efficient operating expenditure
and capital expenditure in this pricing submission to IPART.

Although the Interoperability Program remains paused, and ARNECC is currently reviewing the costs
and benefits of this and other market structures, for the purposes of this submission, PEXA has
assumed that it will need to comply with the legislation currently in force — which requires
interoperability and delivery of equivalent performance. If interoperability does proceed, then it will
result in more competition for PEXA in eConveyancing, and a likely reduction in PEXA’s market share,
even if it also leads to higher prices, less innovation, and more service disruptions, contrary to the
claims of its original proponents.

38 See PEXA, Response to IPART Draft Report: Review of the Pricing Framework for Electronic Conveyancing Services in NSW,
https://www.ipart.nsw.gov.au/sites/default/files/documents/online-submission-property-exchange-australia-ltd-j.-schmitt-
3-0ct-2019-172500000.pdf, p.5-6

39 |PART: Interoperability pricing for Electronic Lodgment Network Operators Issues Paper 2 (October 2022), section 2.2.1

T+61 3 6002 4500 W pexa.com.au A Tower 4, Level 16, 727 Collins Street, Docklands VIC3008 Page |36


https://url.avanan.click/v2/r01/___https:/www.ipart.nsw.gov.au/sites/default/files/documents/online-submission-property-exchange-australia-ltd-j.-schmitt-3-oct-2019-172500000.pdf___.YXAzOmZyb250aWVyZ3JwOmE6bzo3NTFhZThjMDJjZThiODY5YWM3NWRmZjQwMDgxMDNkZTo3OjBhMGI6NmNlZDNlNzZiZTcyOGYxZmM1ZWExM2UxMTM0NzlmODRlMjRiNzQ4MzZjODEwNjJhN2Q2ZmU1MmM4Mjk0MmM0MDpwOlQ6Rg
https://url.avanan.click/v2/r01/___https:/www.ipart.nsw.gov.au/sites/default/files/documents/online-submission-property-exchange-australia-ltd-j.-schmitt-3-oct-2019-172500000.pdf___.YXAzOmZyb250aWVyZ3JwOmE6bzo3NTFhZThjMDJjZThiODY5YWM3NWRmZjQwMDgxMDNkZTo3OjBhMGI6NmNlZDNlNzZiZTcyOGYxZmM1ZWExM2UxMTM0NzlmODRlMjRiNzQ4MzZjODEwNjJhN2Q2ZmU1MmM4Mjk0MmM0MDpwOlQ6Rg

2.8.2 Alternative structures for the eConveyancing market

In July 2025, ARNECC issued a Terms of Reference for a Cost-benefit Analysis*® that requested analysis
not only of the direct-connect interoperability model, but a range of other market structures
including:

e A “practitioner choice” model
e An enterprise service bus (ESB) between ELNOs
e A hub-ELNO model

e An enterprise service bus (ESB) between all connected entities.

Even though the description of these structures is extremely high level, ARNECC has asked that their
costs and benefits be assessed, and ARNECC may decide to pursue one of them in preference to the
direct connect interoperability model. The potential impacts of these models on industry costs and
market shares remains very uncertain.

The “practitioner choice” model appears to reflect Sympli’s recent announcement calling for a
practitioner-first initial release of interoperability.* It is unclear whether under this model:

e a Participating ELNO is just a “postbox” collecting most of the subscriber fee without materially
contributing to the orchestration of the transaction; or

e there are substantial interactions between subscribers on different ELNO platforms that will
raise virtually all of the problems encountered with the current direct connect interoperability
model.

On the first view, a Participating ELNO collects information from practitioners and passes this to the
PEXA platform. PEXA’s platform would then manage the interactions between subscribers, creating
the relevant documents, controlling permissible entries, flagging any inconsistencies, and notifying
participants of relevant changes of state in the workspace (via the Participating ELNO postbox where
the subscriber uses the Participating ELNO). Under this model, the Participating ELNO would not
perform functions materially different to practice management systems that already integrate
through APIs directly to PEXA’s platform, effectively bypassing PEXA’s user interface. Sympli
envisages* that for its services it would receive the entirety of the Subscriber Transfer Fee (Sympli
currently charges $130) less the Default RELNO charge (set by IPART at $6.80) even though the Sympli
system would provide almost none of the functionality required for the transaction. This is effectively
a request for regulatory intervention and pricing that would give the Participating ELNO a substantial
and unfair price advantage over other practice management systems that have no claim on the
Subscriber Fee. In effect, it would also be a large and arbitrary regulatory transfer of value from PEXA
to Sympli. There is no reason why a Participating ELNO performing this limited postbox function
should be entitled to any of the practitioner Subscriber Fee.

It is possible that in this postbox model, the Participating ELNO, unlike practice management systems,
might register practitioners, authenticating both the firm and the individual conveyancer. While this is
theoretically possible, it is a very small fraction of ELNO operation, and not obviously an area where
innovation would deliver substantial customer value, whilst it would add considerable complexity to
PEXA’s operations, and create opportunities for fraud that might be costly to control.

40 ARNECC, Cost-benefit Analysis — Terms of Reference, https://www.arnecc.gov.au/wp-content/uploads/2025/07/Cost-
Benefit-Analysis-Terms-of-Reference.pdf

41 Sympli, Sympli calls on Government to enable choice through a ‘practitioner-first’ interoperability release, 6 June 2025.
42 Sympli Supplementary Submission, p.3, fn.5
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On the second view, a Participating ELNO would also create documents and interact (via the
Responsible ELNO) with other subscribers to the transaction. The unique feature of the Responsible
ELNO would be its connections with banks as mortgagees, banks as transaction institutions, land
registries, revenue offices, and other government agencies such as the ATO. This model would
encounter almost all of the difficulties that have been raised with the current direct connect
interoperability model. Almost none of these difficulties are a consequence of the final lodgement of
documents and the final transfer of funds at the conclusion of a transaction. Instead, they are almost
all a consequence of PEXA’s functionality that facilitates interactions between participants before the
actual transaction occurs. Often this functionality depends on business rules developed by PEXA,
whose operation depends on the status and actions of different parties — including buyers and sellers
(who may be using the Participating ELNO) and financial institutions (who will be using the
Responsible ELNO). For example, some automatic messages to mortgage banks from PEXA’s platform
depend on the actions and status of the buyer and seller. The development of direct connect
interoperability has found that managing these interactions when different ELNOs are involved often
creates cumbersome additional operational requirements, and may only be feasible if PEXA discloses
system functionality that is its intellectual property.

In any case, the Responsible ELNO would continue to be responsible for the vast majority of the
functionality in the transaction, but nevertheless Sympli is proposing that it would earn the majority
of the revenue.

Because the “practitioner choice” model does not currently have a legislative basis, PEXA has
prepared this submission on the basis that it will not occur. However, if regulators do mandate this
outcome, then it would have a substantial impact on PEXA’s revenues while not reducing any of its
costs, and IPART’s pricing determination should be adjusted accordingly.

2.8.3 Other pathways for competition in eConveyancing

Whether or not interoperability is ultimately successfully implemented, and whatever the form of
that interoperability, competition may emerge in the eConveyancing market in other ways. E-
conveyancing is a relatively new market; the technology is evolving, and business models and service
offerings are also evolving.

For example, new entrants might focus on offering eConveyancing for a discrete set of simpler
transactions such as single party transactions, or refinances. This would compete with PEXA’s
offerings for these simpler transactions, without requiring investment in the full functionality that
PEXA offers.

Around 15% of eConveyancing transactions only involve one party. These include lodgement or
discharge of a mortgage with a property that the customer already owns, lodgement of caveats and
“residual” transactions (such as a transfer to a deceased estate). These single-party transactions
could be competitively offered by a new entrant even if it did not interoperate with PEXA.

A larger opportunity would be to provide refinance capability to the five largest financial institutions.
A new entrant would be able to service most eConveyancing refinance transactions even if did not
interoperate with PEXA, provided that both financial institutions were customers.

PEXA notes that such specialised offerings are in theory not permitted by the current MOR, which
requires that all ELNOs must be “comprehensive service” ELNOs that enable lodgement of all major
instruments (such as transfers, mortgages, caveats, and priority notices) in all jurisdictions.*® In
practice, however, ARNECC has permitted Sympli to offer much less than a comprehensive service for

43 Model Operating Requirements, cl.5.2.1
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many years so long as it has a Business Plan to move to a comprehensive service offering at some
point in the future. Given the current uncertainty of market structure, it is possible that ARNECC may
continue not to enforce the current comprehensive service requirement, or remove the
comprehensive service requirement in the MOR at any time.

Changes in technology might provide further opportunities for competition in eConveyancing. E-
conveyancing is fundamentally a disruptive industry: PEXA disrupted the paper conveyancing industry
through investment in the technology that enabled eConveyancing. This technology has continued to
evolve since its development. Given the rapid development of technology in eConveyancing, it may
be that competition arises because a competitor to PEXA develops new technologies or new systems.
For example, in online classified markets, early technology disruptors in seemingly attractive market
positions are facing new business models and technology that in a short period challenge their
position.* There are also examples in the property industry of new business models and technology
emerging such as fractional ownership and real estate tokens,* that may create opportunities for
eConveyancing competitors.

2.8.4 Implications of competition for ELNO pricing

Thus, there is considerable uncertainty about the level of competition in the eConveyancing market
over the coming period, as a result of uncertain regulatory settings, unpredictable business models
pursued by competing ELNOs, and unpredictable technological developments.

Irrespective of the business model of a potential new competitor, new competition is unlikely unless
regulated eConveyancing prices are set at a level that enables new entrants to compete with
established ELNOs while also recovering their efficient costs. Setting eConveyancing prices too low
would prevent new entrants from competing profitably both across the entire value chain and in
individual parts of the value chain. To enable the possibility of competition in eConveyancing,
regulated prices should not be set so low that they effectively leave no practical space for
competition to emerge.

2.9 The outlook: forecast volumes of ELNO service transactions

The most important drivers of the number of eConveyancing transactions are the number of property
transactions and the number of property refinances. However, there is not a one-to-one relationship
between eConveyancing transactions and property transactions or refinances. The reason is that an
eConveyancing transaction is really an eConveyancing billing event and there can be more than one
billing event for each property transaction or refinance, as shown in Figure 10.

44For example: ASK SEK: Seek’s Employment Hero spat shows the disruptor is becoming disrupted (AFR 21 June 2025)
45 https://www.khaleejtimes.com/business-technology-review/fractional-ownership-and-real-estatetokens-the-new-wayto-
own-property?_refresh=true
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Figure 10: Difference in transaction type, lodgement and eConveyancing billing events

Example: Transfer

Transfer (Buyer) Transfer (Seller) *  One property sale

e Three Land Registry lodgements (Transfer, Mortgage, Discharge)
*  Four PEXA billing events (Transfer (seller), Transfer (buyer),
Discharge Mortgage, Discharge)

Mortgage

Example: Refinancing

*  One refinance transaction
Discharge * Two Land Registry lodgements (Mortgage, Discharge)
*  Two PEXA billing events (Mortgage, Discharge)

Mortgage

Example: Other

*  One Other transaction
* One Land Registry lodgement
*  One PEXA billing events

Caveat

This section provides information on the number of eConveyancing transactions — the billing events
that have been, or are forecasted to be, processed by PEXA.

E-conveyancing transaction volumes are forecast to increase over the period to FY2029, from an
actual total of 3,945,675 national transactions in FY2025, to a forecast total of 4,335,365 national
transactions in FY2029. This represents a compound annual growth rate (CAGR) in total national
eConveyancing transactions of 2.4%.

E-conveyancing transaction numbers are forecast individually for each of these 3 categories of
transactions, resulting in different forecast growth rates for each category:

« Transfer transaction numbers are forecast tc G

« Refinance transaction numbers are forecast to |GG

e Other transaction numbers are forecast e 0000 ]

These differences in forecast growth rates reflect differences in the underlying drivers of these
forecasts. The forecasts for each category of transactions are based on three key drivers, discussed in
the sections that follow.

PEXA monitors actual transaction volumes relative to forecast volumes during the year. PEXA
proposes to advise IPART in early 2026 whether it consider s any amendments to its forecasts are
warranted, once further information is available on actual 2026 transaction volumes.

2.9.1 The forecast number of market-wide conveyancing transactions for each category of
transactions

The starting point for the forecast of eConveyancing transaction volumes is a forecast of market-wide
conveyancing transactions, including both paper conveyancing transactions and eConveyancing

transactions.
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PEXA'’s forecasts of market-wide conveyancing transactions are derived from econometric models of
transactions:

e For Transfers, PEXA engaged Frontier Economics to develop an econometric model of market-

wide transfers for each jurisdiction. G

I /o detail on the regression model is provided in Appendix A. The
regression model provides a forecast of property transfers in each jurisdiction, rather than

conveyancing transactions (conveyancing billing events). A forecast of conveyancing
transactions in each jurisdiction is produced by applying the forecast annual growth rates of
property transfers from the econometric model for the jurisdiction to the most recent actual
quantity of transfers in that jurisdiction. The most recent actual quantity of transfers is FY2025
transfers. The regression model provides forecast growth rates to FY2028. The growth rate for
FY2029 is assumed to be the same as the growth rate for FY2028.

e For Refinances, PEXA engaged Frontier Economics to develop a model of market-wide

refinances for each jurisdiction. G

I
I
I 1 regression
model provides a forecast of conveyancing refinance transactions in each jurisdiction, with the
results of the regression model used as the forecast for FY2026 to FY2029.

e For Other transactions, PEXA assumes that the observed historical ratio of the number of other
transactions to the sum of the number of transfers and the number of refinances persists in

The resulting forecasts of market-wide transactions are shown in Table 4.

Table 4: Actual and forecast market-wide conveyancing transaction volumes — total Australia

Transaction FY22 FY23 FY24  FY25% FY26 FY27 FY28 FY29
service

Transfer 3,119,601 2,549,886 2,686,377 2,820,893
Refinance 880,722 1,003,016 889,547 908,043
Other 719,956 704,469 720,535 714,345

Total 4,720,278 4,257,371 4,296,459 4,443,281

46 FY25 market volumes based on PEXA forecast. Since the time of modelling, actual market volumes have become available
and are 4.386m. This is reflected in PEXA’s FY25 Annual Report.
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2.9.2 E-conveyancing share of market-wide transactions for each category of transactions

The forecast of eConveyancing transactions is calculated from the forecast of market-wide
transactions (including paper conveyancing and eConveyancing) by applying a penetration rate, which
is the share of market-wide conveyancing transactions that are eConveyancing transactions.

The penetration rate is forecast for each transaction type — transfers, refinances and other
transactions — and for each jurisdiction by extrapolating the observed historical trend in the
penetration rate. Broadly, this results in the following approach:

e For refinances, the penetration rate was assumed to be 99% in all jurisdictions other than
Tasmania and the Northern Territory. This reflects the fact that eConveyancing already
accounts for almost all refinancing in most jurisdictions.

e For combinations of transaction types (other than refinances) and jurisdictions in which
eConveyancing penetration appears to have reached its natural limit — combinations of
transaction types and jurisdictions that have reached penetration rates above 90% and that
have penetration rates that have not seen any material growth over the last 4 years — the
forecast penetration rate is assumed to be the average penetration rate over the last 4 years.

e For combinations of transaction types and jurisdictions in which eConveyancing penetration
appears to still be increasing, the trend in the penetration rate observed over the last 4 years
has been extrapolated. The extrapolation was based on a linear trend or a logarithmic trend,
whichever fit the historical data better.

e For Tasmania and the Northern Territory, where eConveyancing is yet to commence in
earnest, the penetration rate has been assumed to follow the same trend in the penetration
rate that has been observed in South Australia and the ACT. Specifically, for each transaction
type, the respective penetration rates in South Australia and the ACT, starting from the first
year of eConveyancing in these jurisdictions, was averaged and used as the assumed
penetration rate for the corresponding year and transaction type for Tasmania and the
Northern Territory.

The resulting forecasts of penetration rates are shown in Table 5.

Table 5: Actual and forecast eConveyancing penetration rate — total Australia

Transaction ~ FY22  FY23  FY24 FY25“  FY26  FY27  FY28  FY29
service
Transfer 85.5% 88.5% 90.4% 89.9%
Refinance 97.2% 97.1% 97.5% 97.3%
Other 73.1% 73.3% 71.7% 73.8%
Total 85.8% 88.0% 88.7% 88.8%

47 FY25 penetration based on PEXA forecast. Since the time of modelling actual penetration has increased to 90%. This is
reflected in PEXA’s FY25 Annual Report.
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2.9.3 PEXA share of eConveyancing transactions for each category of transactions

The product of the forecast of market-wide transactions and eConveyancing penetration rates
provides a forecast of eConveyancing transactions. This is shown in Table 6. Forecasts of
eConveyancing transactions for each state/territory are provided in Appendix A.

The share of these eConveyancing transactions that are PEXA transactions depends on PEXA's future
share of the eConveyancing market. If PEXA was the only provider, then PEXA’s transactions would be
equal to the total eConveyancing transactions shown in Table 5. With competition development,
however, PEXA’s transactions would be a declining share of the total eConveyancing transactions
shown in Table 6.

Overall, the market share of the only other ELNO in operation, Sympli was less than 1% in 2024-25. In
NSW, the only State where Sympli currently offers transfers, it performed 1.1% of eConveyancing
transactions in 2024-25.%

EConveyancing transaction volumes are forecast to grow more slowly between 2025 and 2029 then
they did between 2020 and 2025. Increasing penetration of eConveyancing drove substantial growth
between 2020 and 2025 as eConveyancing became more ubiquitous in established states, and PEXA
expanded its services to additional jurisdictions. Many jurisdictions where PEXA operates have now
reached close to 100% penetration.

As noted above (section 2.9), PEXA monitors actual transaction volumes relative to forecast volumes
during the year and proposes to advise IPART in early 2026 whether it considers any amendments to
its forecasts are warranted.

Table 6: Actual and forecast eConveyancing transaction volumes — total Australia

Transaction service FY22 FY23 FY24 FY25 FY26 FY27 FY28
Transfer 2,666,718 2,255,948 2,428,479 2,534,632
Refinance 856,381 974,283 867,340 883,666
Other 525,934 516,589 516,320 527,377
Total 4,049,033 3,746,820 3,812,139 3,945,675

48 NSW Registrar-General, responses to Questions on Notice, Senate Economic References Inquiry into Micro-competition
opportunities in the Australian economy in relation to eConveyancing.
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3  What customers tell us and how PEXA responds

This chapter provides an overview of PEXA’s customer insights and engagement framework and
PEXA’s customer experience (CX) journey, noting recent highlights of this journey being awarded
Customer Service Team of the year (Large organisations, October 2024) by Customer Service Institute
of Australia (CSIA) and “Best Customer Experience (CX) Transformation” at the 2025 CX awards.

The chapter then provides further information on how PEXA engages with customers, what these
customers tell us, and how PEXA responds to customer feedback in delivering eConveyancing
services.

Customer satisfaction is one of PEXA’s key business performance measures and PEXA is proud of how
responsive it is to customers and the high levels of customer satisfaction PEXA consistently achieves —
which are comparable to other high performing businesses in competitive markets.

Key messages — what customers tell us and how PEXA responds

e PEXA employs a range of measures to listen to customers, to develop an understanding of
their needs and PEXA acts in response to customer feedback.

e Forthe past 5 years, PEXA has been on a journey to embed customer experience (CX) into
everything PEXA does. PEXA’s efforts have been recognised through an award for “Best
Customer Experience (CX) Transformation” at the 2025 CX awards that benchmark PEXA
against a wide range of retailers and service companies.

e PEXA engages with its customers and seek their inputs and views through:

o regularinteractions between PEXA and customers before, during and after their
use of PEXA’s services

o customer service and relationship teams
o Practitioner Advisory Council and Banking Operations Forum

o regular strategic surveys across the customer base.

Customer satisfaction with PEXA is consistently very high (85-90%), comparable with other
high performing businesses in competitive markets.

Customers consistently say that the most important PEXA attributes for their business are:
o surety of knowing transactions are secure
o ease of use of the platform
o certainty that settlement will happen on the day
o platform availability
o available and highly responsive customer support
All of these attributes are much more important to customers than price.
e Customers also say they want:

o services and products that integrate with their business process and assist in
enhancing the efficiency of their operations

o expansion of coverage, in terms of transaction types and geographic areas served.
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e PEXA’s expenditure is aimed at maximising value to customers, given the feedback they
provide to PEXA about what is important to them.

3.1 PEXA’s customers

PEXA’s customers are central to everything PEXA does. PEXA’s customers are those entities that
participate in the conveyancing process to buy/sell a property and/or provide financing to enable the
transaction, including:

e practitioner firms, including conveyancers and lawyers (10,000+)
e financial institutions (160+)
e major law firms (85+)

e property developers (70+).

3.2 PEXA’s customer insights and engagement framework

PEXA’s customer insights and engagement framework focuses on us:

e Listening to customers — PEXA employs a range of mechanisms to listen to customers across
all customer segments, commencing with customer onboarding and then throughout the
customer product experience.

e Learning from customer feedback — PEXA has a detailed understanding of customer needs,
pain points and behaviours derived from analysis of customer feedback and other operational
data (eg, call data).

e Acting on that feedback — PEXA integrates customer insights into PEXA’s Way of Working,
which includes acting on customer feedback through PEXA’s ongoing product and technology
enhancements.

3.3 PEXA’s customer engagement

For the past five years, PEXA has been on a journey to embed customer experience (CX) into the DNA
of how PEXA works. This customer experience transformation has reshaped the organisation. From
enhancing customer feedback strategy to launching Al-powered insights, to reengineering digital
processes — every change has been anchored to one objective: to provide value to customers.

In recognition of how far PEXA has come on its CX journey, PEXA recently won the “Best CX
Transformation” category at the 7th annual CX Awards 2025 hosted by Ashton Media.*® The CX
Awards celebrate excellence in customer experience across Australia and New Zealand, as judged by
an esteemed panel of industry experts. PEXA’s award “recognises a client-side brand that has
undergone a CX transformation to become customer-centric in its mindset.”*® These awards
benchmark PEXA against a wide range of other companies — for example, the other shortlisted
providers in the CX Transformation category were Aesop, Alinta energy, Specsavers, Suncorp
Insurance and Webjet.

PEXA engages with its customers and seeks their inputs and views through:

49 https://ashtonmedia.com.au/symposiums/cx-awards/winners/#transformation
50 https://ashtonmedia.com.au/symposiums/cx-awards/2025-categories/
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e regular interactions or touch points between PEXA and customers before, during and after
their use of our services

e customer service and relationship teams
e Practitioner Advisory Council and Banking Operations Forum

e regular strategic surveys across the customer base.
The sections below provide an outline of these customer engagement processes.
3.3.1 Customer feedback through their regular interactions with us and PEXA services

PEXA obtains customers’ views and feedback before, during and after their use of PEXA services. This
provides a continuous indication of customer sentiment across all product and service touchpoints
and drives ongoing improvement to the services. For example, customer feedback is obtained
through:

e interactions with the Customer Support Team
e post a customer completing a key task in PEXA’s Exchange

e interactions in relation to the development, review and implementation of specific products
(e.g., in relation to the development of Mobile Signing)

e other key moments in the customer’s journey (eg, post onboarding).

Figure below provides examples of how PEXA actively seeks customers’ feedback following their use
of PEXA’s Exchange and interactions with the Customer Support team.

Figure 11: Customer engagement in PEXA’s Exchange and after a call with Customer Support

In PEXA Exchange...
- .
BPEMAE s B : 0= Overall, how satisfied or dissatisfied are you with PEXA Exchange?
e EEE— Not at all satisfied 1 2 3 4 5 Completely satisfied
E powered by InMoment - opt out

Ater a cailwith Customer Support.. .

led or dissatisfied are you with your recent experience
rt?
tisfied to 5 - Very Satisfied)

‘What's the main reason for your score?

YCPEXA

. . - - - SUBMIT
[ —————
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( N J
3.3.2 Customer service and relationship teams
PEXA has customer service and relationship teams to engage with and support customers. This

includes a Customer Operations team and dedicated teams to engage with and look after the needs
of each of the customer groups, including:

¢ financial institutions

e practitioners, which includes solicitors and conveyancers

e major law firms

e property developers.
PEXA’s teams provide a point of contact and accountability for customers. They focus on
understanding what is important to customers and how PEXA can help them. They engage with
individual customers and customer groups — including PEXA’s Practitioner Advisory Council, Banking

Operations Forum (see below) and peak bodies representing conveyancers — to obtain feedback and
understand customers’ needs.

The Customer Operations team is made up of 4 key areas:

e Settlement Services team — which, amongst other tasks, assists in fraud recovery and RBA
extensions if there has been issues with settlements progressing

e Training and Capability team — which provides training and regular webinars for customers on
the use of the platform, including new features

e Account Services team — which assists customers in all aspects related to their account with
PEXA

e Customer Support team — which provides highly responsive support (with a +94% first call
resolution rate) to customers and (as outlined above) is a key means of receiving customer
feedback.

The Customer Operations team also includes a dedicated Help Centre for customers who want to self-
serve and receives about 20,000 to 25,000 visits a month.>?

3.3.3 PEXA’s Practitioner Advisory Council

PEXA’s Practitioner Advisory Council was established in 2021 and consists of leading small and large
conveyancers across Australia. The advisory council has divisions in Victoria, New South Wales,
Queensland, Western Australia and South Australia. These are industry leadership groups formed to
advocate for the nation’s practitioners and drive progress across the sector.

The Practitioner Advisory Council meets on a quarterly basis and involves representatives from more
than 80 law and conveyancing firms across Australia.

Key objectives of the Practitioner Advisory Council include:
e collaborating to discuss key challenges and issues within the industry

e reviewing PEXA’s product portfolio and shaping its roadmap, including identifying
opportunities for improvement

e ensuring feedback is formally documented and actionable.

51 https://help.pexa.com.au/s/
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Since its inception, PEXA’s Practitioner Advisory Council has played a significant role in supporting a
range of initiatives, such as:

e conducting workshops to refine process changes and coordinate live trials to help deliver
seamless transitions to industry

e being a conduit between PEXA and industry, as analysis is undertaken to help drive timely
settlements

e working closely with financial institutions to further enhance party-to-party settlement
cohesion.
Initiatives and outcomes from engagement with the PEXA Practitioner Advisory Council include:

e collaboration between financial institutions and practitioners on best practice standards in
digital settlements, to increase settlement certainty through the measure of On Day
Settlements

e expansion of scope and working with Titles Queensland to introduce Part Tenancy Transfers in
Queensland

e piloting several product and Exchange experience enhancements, including:

o FX capability embedded into the Exchange — i.e. making it easier for Practitioners to
support customers that require foreign exchange transactions as part of transactions

o Mobile Signing — i.e. an enhanced signing solution that allows customers to sign
documents from anywhere, significantly simplifying the signing experience for customers

o Enhance the Exchange experience across a range of aspects — e.g. introduction of national
Exchange enhancement to have the settlement date optional for Part Tenancy and Related
Party Transfer transactions, which has reduced disruptions to the On Day Settlement flow
for both financial institutions and practitioners.

3.3.4 PEXA’s Banking Operations Forum

PEXA’s Banking Operations Forum has convened for the past 7 years. It includes 50 banks and major
panel firms and provides a forum to discuss improvement opportunities.

Key objectives include:

e collaborating with industry participants to discuss best practices and socialise key challenges
and issues within the industry

e providing access to key updates from State Land Titles offices
e discussing roll outs to additional jurisdictions such as Tasmania and the Northern Territory

e discussing key PEXA Exchange product enhancements across the eConveyancing ecosystem.
3.3.5 Surveys

PEXA conducts regular, comprehensive strategic surveys with customers to understand what is
important to them and get their feedback. This includes:

¢ Relationship Survey — which is an annual health check with customers that helps understand
the quality of the services provided. It measures customers’ satisfaction with PEXA and their
Relationship Manager, and includes questions that delve into their business operations,
opportunities and priorities for the next 6-12 months.
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e Brand Health Research — which measure perceptions of PEXA amongst Practitioners, Financial
Institutions, Developers and Major Law Firms (including their sentiments and levels of trust of
PEXA), and seeks to understand their service needs and what drives value for them.

3.4 What customers tell us

Customer satisfaction with PEXA is consistently very high, comparable with other high performing
businesses in competitive markets.

Customers consistently tell PEXA that they value:
e certainty that settlement will happen on the day
e available and highly responsive customer support
e ease of use of the platform

e services and products that integrate with their business process and assist in enhancing the
efficiency of their operations

e expansion of coverage, in terms of transaction types and geographic areas served.

The below sections provide further information on what customers tell us, both at an aggregate
customer satisfaction level and what is important to them.

3.4.1 Measuring customer satisfaction

PEXA takes customer feedback and incorporates this into the main measure of customer sentiment,
Customer Satisfaction (CSAT). PEXA measures CSAT from customer feedback and insights obtained
through continuous touchpoints and interactions with customers (eg, feedback post interactions with
Customer Support), Relationship Surveys and Brand Health Surveys (see Figure 12).

Figure 12: PEXA’s Customer Measurement Architecture

Customer Measures [lllustrated Example]

CSAT + Strategic measures (Drivers of CSAT)

[Provides a consolidated measure for PEXA that can be benchmarked,
drives strategic decision-making]

+ Brand Survey

CSAT + Strategic measures (Drivers of CSAT)
[Indicates health of customer relationships, drives customer segment plannin;

« Relationship Survey (Practitioners, Fls, Developers, Majors)

RELATIONSHIP
[operational] CSAT

[Continuous indication of customer sentiment across product/service

touchpoints and journeys, and drives continuous improvement]

r- In Exchange - on login, in Always On feedback !

= “Feédback post hferactions with Customer Support
EXPERIENCE —

[episodes & interactions]

« Feedback post completing a key task using a PEXA Exchange Service
(e.g. - Send, Mobile Signing)

« Product-specific pulse checks (e.g. - Ready to Book)

+ Continuous Always On feedback within PEXA Exchange Service (e.g. -
PEXA Projects, APl Developer Portal)

« Any other moments that matter in our customer’s journey (e.g. - post-
onboarding)

PEXA keeps track of CSAT over time, with the Customer Committee receiving monthly updates on
customer sentiment and CSAT trends (e.g., see Figure ). CSAT is also one of the key performance
outcomes that is included in PEXA’s Annual Report.
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Figure 13: June 2025 CSAT update
June CSAT results
Below is the June CSAT score and segment breakdowns, representing the 3-month rolling period from April 2025 to

June 2025, alongside the CSAT for FY25 year-to-date (which represents when CSAT was being measured in this manner, from
Sept 2024 - June 2025).

5,070 87.5% 89.1%

Responses June CSAT (r3m) FY25 CSAT

CSAT is measured on a 5-point scale, where 1 represents a “highly dissatisfied” response, and 5
represents a “highly satisfied” response. The CSAT score is reported as a percentage metric,

representing the proportion of respondents in the total pool who are satisfied or highly satisfied (that
is, provided a score of 4 or 5).

Across all industries and business types, the following is considered as a rule of thumb:

e 0-49% Satisfaction ratings is considered ‘Poor’

e 50-69% Satisfaction ratings is considered ‘Average’

e 70-89% Satisfaction ratings is considered ‘Good’

e 90%+ Satisfaction ratings is considered ‘Excellent’.
PEXA has consistently recorded CSAT scores in the 85-90% range (‘Good’ to ‘Excellent’), on par with
other leading companies that operate in competitive markets, such as Amazon, Disney and Zappos.
PEXA also tracks customer feedback against the following themes, which align with PEXA’s strategy:

e Ease, including customer ease of using the platform; level of service provided by Customer
Support; and ease of the processes involved with settling

e Efficiency and integration, in relation to improved efficiency, quality and reliability of the
Exchange; reduction in risk; and the delivery of timely information

e Coverage, in relation to geographic coverage across Australia and across transaction types

e Resilience, reliability and security, in relation to resilience, reliability and security of PEXA and
the Exchange.

3.4.2 Relationship Survey

As mentioned above, PEXA regularly conducts Relationship Surveys to understand customers’ level of
satisfaction with PEXA and what is important to them.

The October 2024 “Wave’ Relationship Survey Update, for example, found that customers were highly
satisfied with PEXA (see Figure 14).
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Figure 14: Customer Satisfaction with PEXA, from October 2024 Wave Relationship Survey

Customers were asked ‘How satisfied or dissatisfied are you with PEXA?".
Below is the overall CSAT score.

Overall CSAT
[ R W Dissatisfied
5.2% Neutral

N, o2.0% msatisfied

3.4.3 Brand Health Survey

PEXA also regularly conducts Brand Health surveys. The 2025 Brand Health survey found that,
amongst Practitioners and Financial Institutions, PEXA’s brand positivity and brand trust is high, and
the overwhelming majority of those surveyed consider PEXA is transparent in everything it does, that
it delivers consistently high-quality service and that it has a positive influence on the industry (see
Figure 15).

Those surveyed report high levels of satisfaction with PEXA due to PEXA’s innovation and ability to
tackle problems effectively, reliability, ease of use, customer support and positive relationships with
customers.

In terms of focus areas, customers told us they want PEXA to continue to enhance reliability, provide
support for more transaction types, improve functionality and continue to improve customers’ ease
of use of the platform. Financial Institutions would also like to receive more data in relation to how
they are performing (eg, their on-time settlement rate).
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Figure 15: 2025 Brand Health Scorecard

3.4.4 Price

Given PEXA’s pricing has not increased in real terms since inception and PEXA has delivered
significant customer enhancements ongoingly, it is not surprising that ELNO pricing is not a major
consideration for the industry.

Customers consistently tell PEXA that they value:
e confidence that the ELNO will securely facilitate the transaction

e an easy-to-use platform, for example recently added mobile access for convenience as well
as features that integrate with their business processes and assist in enhancing the efficiency
of their operations

e certainty that transaction settlement will occur on the scheduled day which has been helped
by features such as auto-balance

e high resilience and availability (up-time)

e readily available, highly knowledgeable and highly responsive and Australian-based customer
support

Table 7 provides an overview of customers’ ranking of PEXA attributes across different customer

segments |
I ' -'so shows that customers place more

importance on security of transactions, ease of use, on-day settlement, platform availability and
ongoing support than price. This is notable, as there are potential trade-offs between these higher
priorities of customers (which relate to level of service) and price. That is, lower ELNO prices would
potentially compromise delivery of what matters most to customers.
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Table 7: Importance of PEXA attributes to business (ranked in top 3), Nature customer research

3.5 How PEXA responds to customer feedback

Under PEXA's “Listen, Learn and Act” framework, PEXA is highly responsive to customers and actively
integrates customer feedback into product development and service improvement. For instance:

e Through regular touchpoints with customers (eg, feedback from interactions with Customer
Support and our analysis of customer calls), PEXA gets a continuous indication of customer
sentiment, which drives continuous improvement in the services and product. Under a Closed
Loop Feedback process, as a frontline team member responds to customer feedback, they
leave notes in the CRM against the customer’s profile that can be reported back to the
business. At an aggregate level, a monthly Voice of Customer report is prepared and tabled at
leadership committees, where customer feedback trends and insights are discussed, with
actions assigned to various teams (product, technology, etc) to drive systemic improvements.

e Through Relationship Surveys, PEXA obtains an indication of the health of customer
relationships and an understanding of what matters most to different types of customers and
therefore an understanding of how services can be tailored to meet these needs. The Brand
Health Survey provides an overall view of customer feedback and drives strategic decision
making.

Customer feedback results in innovations and enhancements to services to better meet their needs,
enhanced customer support, and training and education sessions for customers. Customer feedback
is the prime factor that shapes priorities and focus areas each year — which are reflected in PEXA’s
actual and forecast expenditure outlined in Chapter 4.

As outlined above, PEXA continuously works with customers through industry forums and other

channels to understand their feedback, ideas and pain points. These insights are used to improve the
functionality of the Exchange for our customers and other stakeholders. For example:
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The ‘Ready to book’ functionality was designed with our banking and panel law firm customers
to allow for more effective settlement transaction scheduling. Ready-to-book automatically
sets a settlement date for non-time-critical settlements such as refinances, which reduces the
costs of inter-Subscriber communications to set a settlement time.

Customers are increasingly requesting that Exchange workflows be more tightly integrated
into the ways they run their own activities. To support this, PEXA accelerated customer
connectivity by expanding PEXA’s API (Application Programming Interface) suite. By June 2024,
316 instances of APIs were being consumed by customers or the systems providers who
support them (such as practice management software providers). PEXA’s approach to such
integrations is to be ‘equal access for all’, so that each member in each class of industry
participants can integrate with the Exchange on equivalent terms.

PEXA has also supported customers by helping them provide outstanding service to their
clients. The focus has been on working with financial institutions and practitioners to improve
the proportion of settlements occurring on the scheduled day (the On-Day Settlement, or ODS,
rate). By providing customers with improved information and streamlined workflows, PEXA
supported them in improving their ODS rate during 2023-24.

Other innovations implemented by PEXA over recent years in response to customer feedback
includes the following:

Platform functionality for better experience and greater efficiency

AutoBalance, which automatically adjusts payment amounts within tolerances set by
subscribers so that transactions go ahead even though the payment flows are slightly different
from those authorised by subscribers. This minimises failed settlements, which create
inconvenience for buyers and sellers, and rework for subscribers.

Linked Settlements, so that one transaction doesn’t settle unless another specified transaction
also settles. This improves workflow management within a Subscriber’s practice.

Mobile signing, which allows subscribers to authorise a settlement with their mobile phone
rather than requiring a desktop. This minimises security risks associated with credential
sharing that can occur with a physical USB signing device; makes it easier for Subscribers to
accommodate last-minute changes; and provides a work-around for users when desktop
systems fail, thus minimising delayed settlements. This was developed in response to
customers expressing frustration with digital signing keys, which were tied to specific
computers/laptops.

PEXA Projects, which enables Developers to manage bulk transactions (for example multiple
transfers from a single development). This reduces the transaction time and costs for
developers and their conveyancers.

Complex settlement support, which enables additional controls and secure exchange through
the PEXA platform of non-property asset information (e.g. bank guarantees) for complex
settlements for commercial, industrial and agricultural businesses.

Features to improve security

PEXA Key, which enables vendors to submit their account details for receipt of funds directly
into the ELNO platform. This reduces risks of email compromise, external interference, and
data entry error.

Solicitor Mortgage Discharge Authority, which ensures that a solicitor can only lodge a
mortgage discharge if properly authorised to do so by the relevant financial institution. This
reduces the risk of fraud.
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Tailored operational information

e PEXA Planner, which provides a financial institution with an overview of all current
transactions, those responsible, and status. This increases operational efficiency in financial
institutions.

e PEXA Tracker, which allows authorised third parties (such as mortgage brokers or real estate
agents) to see the status of a transaction. This enables them to identify potential issues, and to
act promptly on settlement.
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4 The efficient costs of supplying ELNO services

This chapter presents estimates of the efficient ‘building block’ costs of PEXA supplying ELNO services
for the 3-year period from 2026-27 to 2028-29. This is consistent with our proposal that ELNO service
fees be next reviewed 3 years after this review (see Chapter 6). The proposed cost allowances
presented in this chapter should be considered the benchmark, efficient costs for an ELNO with
PEXA’s current market share to deliver ELNO services that meet the expectations of customers and
regulators.

PEXA'’s efficient costs are increasing, underpinned by six key initiatives to address issues such as cyber
security, delivering the regulatory (ARWG) roadmap, ensuring sufficient supply reliability and
modernising and enhancing the platform to maximise its value to customers. As outlined in the next
chapter, the ELNO fees will need to increase marginally in real terms (+1.8% pa for FY27-29) to enable
PEXA to recover the efficient building block costs of supplying ELNO services.

All costs presented are in real 2025-26 dollars and exclude the effects of CPI inflation beyond 2025-
26. Totals in some tables may not sum due to rounding. The costs presented in this chapter also
exclude NECDS and SRO fees from 2026-27 onwards that are proposed to be recovered under the
pass-through arrangements of section 5.4.4 of the MOR — although they do include a proposed NPV-
neutral true-up to include PEXA’s NECDS and SRO fee costs for FY26.
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Key messages — the efficient costs of supplying ELNO services

e Given an ongoing drive to efficiently provide services that meet the expectations of
customers and regulators, PEXA’s forecast building block costs for the 2026-27 to 2028-29
period should be considered the benchmark, efficient costs for an ELNO with PEXA’s
current market share.

e To assess the adequacy of proposed ELNO fees, IPART should use PEXA’s proposed building
block costs as the key reference point rather than rely on consultant-generated cost
estimates for hypothetical ELNOs. This approach:

o Is consistent with the approach of economic regulators (including IPART) when
determining efficient expenditure allowances and regulating prices in other sectors
(both where there are single providers and multiple providers).

o Reduces the risk of inaccurate pricing determinations that could have significant
adverse outcomes for customers (noting that it is not in customers’ long-term interests
if service providers cannot recover their efficient costs).

o Reduces regulatory uncertainty and the risks of outcomes that would impede efficient
investment and the provision of services to customers.

e The building block costs for the 2026-27 to 2028-29 period have been derived by:

o Establishing an opening, ‘line in the sand’ Regulatory Asset Base (Base) at 1 July 2022
based on the implicit RAB in PEXA’s prices that IPART considered reasonable at that
point in time (as per IPART’s 2019 review of ELNO service fees).

o Rolling this RAB forward from 1 July 2022 by including actual and forecast efficient
capital expenditure (capex) and deducting actual and forecast regulatory depreciation.

o Calculating the allowance for the ‘return on assets’ and ‘return of assets’ using IPART’s
standard Weighted Average Cost of Capital (WACC) methodology, with updates to
gearing and beta based on a robust evaluation of comparator firms.

o Calculating the allowance for the return of assets using IPART’s standard straight-line
depreciation method, applying estimates of the weighted average of PEXA’s assets’
lives.

o Forecasting operating expenditure (opex) using the Base-Trend-Step (BTS) approach
that IPART and other economic regulators apply in other sectors, which includes an
allowance for ongoing efficiency gains relative to the efficient base year opex.

o Calculating allowances for tax and working capital, using IPART’s standard
methodologies for determining these building block components.

PEXA estimates that the efficient building block costs will increase by Jjjj from 2025-26 to 2028-29
(excluding inflation), with this increase primarily driven by:

o Required steps change in opex to meet customer and regulatory requirements.

o Increases in average annual capex of ||| NN t© cet customer

and regulatory requirements as we modernise the Exchange technology stack.

e Based on this approach, PEXA’s fees will need to marginally increase in real terms (+1.8% pa
for FY27-29) to enable PEXA to recover the efficient building block costs of delivering ELNO
services.
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e The proposed building block revenue allowance for 2026-27 to 2028-29 will allow PEXA to
efficiently meet the expectations of regulators and customers, including delivering key
initiatives: Reliability & Resilience, Cyber Security, Customer Product Experience, Regulatory
Roadmap, Exchange Modernisation, and Interoperability.

4.1 The key reference point should be PEXA’s actual efficient costs not a hypothetical
ELNO

To assess the adequacy of proposed ELNO fees, IPART should use PEXA’s proposed building block
costs as the key reference point rather than rely on consultant-generated cost estimates for
hypothetical ELNOs as it did in 2019.

Using PEXA’s proposed costs as the key reference point, rather than consultant generated estimates
of a hypothetical ELNO:

e reduces the risk of inaccurate pricing determinations that could have significant adverse
outcomes for customers (noting that it is not in customers’ long-term interests if service
providers cannot recover their efficient costs).

e is consistent with the approach of all economic regulators (including IPART) when determining
efficient expenditure allowances and regulating prices in other sectors (both where there are
single providers and multiple providers).

e reduces regulatory uncertainty and the risks of outcomes that would impede efficient
investment and the provision of services to customers.

4.1.1 The risk of flawed price determinations using cost estimates of hypothetical service
providers

Setting cost allowances and prices based on the estimated costs of hypothetical suppliers is highly
problematic and risky, particularly in the case of eConveyancing. Unlike an established utility (such as
an electricity or water provider), external consultants have limited visibility of the true functionality
of an eConveyacing platform like PEXA, which is designed to simplify the end user’s experience while
enabling straight-through, error free processing through sophisticated back-end systems.

Consultants were engaged to estimate the efficient costs of a hypothetical ELNO when ARNECC
examined the cost-benefit of interoperability, when IPART examined eConveyancing prices in 2019,
and when IPART examined inter-ELNO pricing in 2023.

While the costs per hour of IT services, and the ratio of coding to testing could all be built on IT
industry norms, a close examination of the methodology demonstrates that the consultants had no
real basis for their estimates of the time required to build an ELNO.>? To do so would have required
an extremely detailed analysis of the internal functionality of the PEXA platform. This functionality is
not readily discernible from simply examining the user experience, as PEXA has designed the user
experience to be as simple as possible. Internal orchestration that ensures the alignment of
documents that PEXA prepares for lodgement for a transaction is not readily visible to users.

52

AECOM (2019), Estimating costs of electronic conveyancing services in NSW, p.11. While this report contains an explicit
discussion of the shape of the IT team, it does not contain any explicit estimate of how much time from that team would be
required or the basis for that estimate. It provides no sensitivity analysis around its implicit estimate that an ELNO platform
could be built by a single IT team of 8 people in 400 days — although this estimate was made explicit in AECOM'’s subsequent
work for IPART in 2023: see AECOM (2023), eConveyancing Update contained in IPART (2023) Interoperability pricing for
Electronic Lodgment Network Operators, Final Report, Appendix D, p.4. PEXA’s experience is that this estimate bears no
resemblance to the actual IT effort required to build an ELNO.
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Similarly, PEXA functionality that digitises and automates interactions between parties prior to
lodgement and settlement is not readily apparent to outside assessors of the platform.

Without a detailed understanding of how the PEXA platform orchestrates inputs from parties and
other sources such as land registries to ensure the veracity and consistency of information that is
ultimately included in land registry lodgements, it is hard to see how an ‘outside in’ assessment could
accurately assess the true functionality of the PEXA platform, let alone the time required or cost of
building this functionality.

Similarly, given the bespoke and fast evolving nature of cybersecurity demands on ELNO services, it is
highly risky and flawed to assume that a consultant’s estimates, generated at some distance from
PEXA, would accurately reflect PEXA’s required cost allowance. Further, without being regularly
exposed to ELNO customers’ preferences and needs, which evolve over time, it is hard to understand
how a consultant can accurately estimate cost allowances that provide for sufficient levels of service
and innovation to efficiently deliver what customers want.

These risks are particularly high because it is very difficult for the employees or consultants of a
regulator to have professional experience that would provide a good understanding of the
complexities of building an eConveyancing platform and the relevant costs. For long-established
industries such as electricity or water, employees or consultants of a regulator may have first-hand
experience of the relevant industry, as the result of involvement with any one of hundreds of
providers around the world (yet even then, regulators do not assess efficient costs with reference to
cost estimates for hypothetical service providers). By contrast, PEXA operates the only full-service
eConveyancing platform in the world. Experience in previous attempts to model the costs of a
hypothetical ELNO do not provide comparable first-hand experience, nor can estimates be justified
simply on the basis of experience of making such previous estimates.

Relying on a consultant’s estimates of the costs of a hypothetical ELNO is also unable to accurately
account for PEXA's first-mover costs and the impact of different levels of market share on efficient
costs and prices.

It is arguable that a hypothetical efficient ELNO would have lower costs than PEXA, perhaps because
it can learn from the innovations that PEXA has implemented. However, if this is the approach, then it
would be important for IPART to recognise explicitly that those lower costs will need to be recovered
from fewer transactions since a second mover is unlikely to capture the whole market. That is, it
would be inappropriate to assume that the costs of a benchmark efficient ELNO would be lower than
PEXA’s due to a learning effect, but simultaneously assume that the benchmark ELNO is a first-mover
monopolist or benefits from the market-share that a first mover is likely to develop.

Regulated prices should enable a business to recover its efficient costs, including a return on and of
the business’s assets. As first mover, PEXA has tangible and intangible assets (such as intellectual
property, brand and reputation, and investments in customer and partner relationships) that should
be reflected in its regulatory asset base (as IPART recognised in 2019), but which are impossible to
reflect accurately in a consultant’s estimate of the efficient costs of a hypothetical business.

The best available evidence of the efficient costs of providing ELNO services for an ELNO with PEXA's
market share is PEXA’s actual, observed costs and its forecast costs — particularly given the incentives
and processes PEXA has in place to ensure its actual and forecast costs are efficient. It would be a
highly flawed and risky approach for IPART to set prices for nationally significant and critical ELNO
services based on a consultant’s estimates of the costs of a hypothetical ELNO.

PEXA has incurred its costs under capped prices, and is now generating cost forecasts, in the context
of trying to enter the market, compete with traditional conveyancing, and compete with the threat of
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potential new entrants in jurisdictions across Australia, while achieving very high levels of customer
service and satisfaction. Therefore, there is every reason to expect PEXA’s costs to be efficient.

Trying to assess the efficient costs of an ELNO using a consultant’s estimates of a hypothetical
supplier is likely to lead to material regulatory error; and could have the perverse outcomes of:

e not allowing PEXA to recover its efficient costs and therefore undermining investment
incentives and potentially service standards over time (including levels of service resilience,
security, reliability and innovation)

e deterring otherwise efficient entry and competition.

4.1.2 The track record of cost estimates of hypothetical service providers

The unreliability of estimates based on hypothetical ELNOs constructed by people who have not
been involved in building such a platform are illustrated by previous attempts. IPART employed
AECOM as a consultant in 2019 and 2022. It estimated that a new entrant could build an ELNO for
$17m, including $5.5m of IT development cost. These estimates were implausible: they were ten
times less than PEXA's costs in Australia, PEXA’s costs in the United Kingdom, and Sympli’s costs in
Australia to date.

Based on the actual experience of PEXA in Australia, PEXA in the UK, and ASX/ATI Group’s Sympli
(the only substantial new entrant in Australia), the fixed costs of building, maintaining and
enhancing an ELNO transaction engine are well over $300 million, with ongoing IT capital costs of
around $34 million per year. These are only the platform costs — there are significant other costs
involved in establishing and running the first successful ELN business in a market, particularly in
persuading and assisting customers to convert from paper-based to electronic conveyancing. To
build and maintain the Australian Exchange platform, PEXA has accumulated over $1.4 billion in
fixed and intangible assets (net of depreciation and amortisation) on balance sheet as at 30 June
2025.% To build and operationalise an eConveyancing platform for the UK market, PEXA has
invested more than $209 million®* and PEXA expects to invest more as this platform is still being
expanded rapidly, and has yet to convert most customers from paper-based to digital processes.
To build its eConveyancing platform in an established eConveyancing market, ASX and ATl Group
have spent more than $160m in Sympli,>®> and Sympli’s platform today falls well short of a
comprehensive service platform.>®

53 These balance sheet assets differ from PEXA’s regulatory asset base because PEXA sustained negative cashflows with very
high risk for several years to establish an ELNO; PEXA has substantially enhanced its platform in the 5 years since its IPO; and
there are significant methodological differences between a regulator’s calculation of a regulatory asset base, and accounting
treatment of historic opex and capex.

54 This is PEXA’s net cash investment to June 2025, including both capex and net operating costs, and excludes investment
and operating outcomes for Smoove and Optima businesses which are upstream of PEXA’s ELNO, but which contribute to
building momentum for eConveyancing adoption across the UK market.

55 Evidence of Sympli representative, Transcript, Senate Economics References Committee Inquiry into Micro-competition
opportunities in the Australian economy in relation to eConveyancing, September 2025, p.20. Analysis of Sympli Financial
Statements for 2017-18 to 2022-23 indicates a cumulative investment of $130m. Financials for 2023-24 have not been
published, but according to ASIC filings, Sympli’s two shareholders, ASX and ATl Group have invested another $34.4m since
June 2023.

56 www.sympli.com.au/wp-content/uploads/Sympli-Fee-FY26-1.pdf
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IPART has previously suggested that PEXA’s actual costs cannot be reasonable because they imply
a price higher than PEXA charges for a mortgage registration/discharge.>” However, this work
failed to note that PEXA’s actual costs also imply a price materially lower than PEXA charges for a
transfer, and IPART did not consider how PEXA allocates its costs between mortgages and
transfers. IPART calculated a simple average cost per dealing of $83.80; if it had also calculated a
simple average price per dealing (including both mortgages and transfers), it would have found
that PEXA’s average price was not materially different from its average costs. Sympli’s prices have
similar differentials to PEXA’s prices, presumably an outcome of competitive dynamics in which a
smaller new entrant often prices at a discount to the price structure of the incumbent (Sympli’s
current prices are all between 7% and 7.5% lower than PEXA’s prices for each transaction type).
The differential between mortgage prices and transfer prices reflect a variety of considerations
including:

e the outcomes of quasi-market negotiations when PEXA's original pricing was set around 2014
when PEXA negotiated its pricing policy and terms with groups of sophisticated counterparties,
including law societies and financial institutions that negotiated on a collective basis and had
significant bargaining power;

e the differences in lodgement fees charged by land registry offices around 2014 when PEXA first
set its pricing; and

e additional costs for transfer-related functionality including elements like the PEXA Lodgement
Gap Cover and the payment of stamp duty, which requires PEXA to integrate with the relevant
Revenue Office to obtain the Duty Assessment and support payment of the duty.

4.1.3 Regulatory precedent — including the role of and limitations to benchmarking

In determining the expenditure allowances of a regulated businesses when setting prices, economic
regulators generally have a common objective: to set allowances that reflect the efficient costs of
delivering the regulated services, not necessarily the business’s actual costs, to provide incentives for
the regulated business to be efficient and to ensure that customers pay for no more than efficient
costs. This promotes the long-term interests of customers.

To determine these expenditure allowances, most economic regulators focus on reviewing the cost
proposals of the regulated business and making adjustments to these proposals if warranted. This
often involves the regulator reviewing the basis for the regulated business’s cost proposal, including
how the business’s actual expenditure has tracked against regulatory allowances over the current (or
previous period), the basis for the intended outcomes the business’s proposed cost allowances will
achieve over the upcoming pricing period and the measures the business has in place to ensure its
actual and forecast expenditure is efficient.

In some cases, an economic regulator's review of a regulated business's cost proposal can also
include benchmarking elements of the business’s costs against market-determined costs or costs of
other, like actual businesses — if there is sufficient data to ensure the results of any comparative
analysis is sufficiently robust. For example, IPART has determined the allowance for energy costs of
some water utilities by benchmarking these to forecasts of energy market prices.

Where economic regulators review a business’s actual costs and proposed cost allowances by
comparing them to benchmark costs, they typically construct these benchmarks by analysing the
costs of actual entities that are operating a very similar business — that is, businesses with similar
functionality, of a similar scale, that are operating in similar environments. Typically, such

57 |PART (2023) Interoperability pricing for Electronic Lodgment Network Operators, Final Report, p.53
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benchmarking is only undertaken where there is an extensive dataset of comparable businesses
operating over an extended period.

For example, the Australian Energy Regulator (AER) benchmarks Australian electricity distribution
network service providers (DNSPs) against each other to inform its assessment of efficient ‘base’
operating costs. The comparators used in the benchmarking are actual businesses, and the AER draws
on an extensive dataset going back over time, including drawing on international comparators to
ensure the dataset is sufficiently large. It also applies econometric analysis to account for differences
in environmental and other factors that may affect efficient costs.

Such a comparator dataset does not exist for eConveyancing where PEXA operates the world’s only
full-service eConveyancing business. Unlike electricity and water, there are no actual comparators to
PEXA, which developed and rolled-out a world first eConveyancing platform and is continuing to
evolve the platform and eConveyancing services to meet the needs of customers. Digital businesses
in different industries vary substantially in functionality. While input metrics such as developer costs
per hour may be comparable, the amount of effort required to build functionality is inherently much
harder to compare.

Notably, even where there is an extensive dataset that enables the use of econometric models,
benchmarking based on actual costs can raise difficult issues. For example, in February 2016, the
Australian Competition Tribunal (the Tribunal) handed down a judgment in relation to merits reviews
sought by several electricity distributors of regulatory decisions made by the AER in 2015. In that
judgment, the Tribunal held that the AER had erred in its application of operating expenditure (opex)
benchmarking and directed the AER to remake its opex decisions. The Tribunal identified several
errors with the AER’s benchmarking analysis, which undermined its assessment of efficient opex.

Recently, the Independent Water Commission has reviewed the water sector in the United Kingdom
(UK), including economic regulation by Ofwat, and found that water regulation has lost public trust.
Notably, amongst a range of findings, the Commission concluded that Ofwat relied too heavily on
benchmarking to assess regulated businesses’ performance and determine their revenue allowances,
and did not take sufficient account of company-specific conditions and challenges. It stated that
“there are fundamental limits to how precise and accurate a benchmarking framework and
econometric tools can be.”>®

As a result of the limited possibility for robust benchmarking, economic regulators often do not
benchmark costs when setting prices, even for well-established industries with multiple existing
comparators (e.g., water). Instead, regulators typically review the proposed cost allowances of the
business and, if justified, adjust these proposed allowances to reflect their assessments of efficient
costs. That is, the actual business’s proposed cost allowances generally form the basis of the
assessment of efficient, benchmark costs by IPART or other economic regulators.

PEXA is not aware of any other economic regulator that determines the expenditure allowances of
regulated businesses with reference to cost estimates created for a hypothetical ‘benchmark’ service
provider that does not actually exist. For example, the following economic regulators all regulate
prices with reference to actual service providers’ costs and/or cost proposals:

e |PART - for water, public transport, the valuer general, and local government*

58 Independent Water Commission Final Report, July 2025, p 182-183

59 We note that IPART considered the hypothetical costs of new entrant producers in its review of a maximum price for
wholesale ethanol in automotive fuel blends. However, IPART did not recommend setting maximum prices based on these
costs. As part of this review, IPART observed that typically ethanol producers generate multiple products and by-products
and that this may create difficulties because the costs of production for ethanol and each of the by-products may not be
easy to isolate in data from producers. This is not the case for PEXA’s ELNO services where we have been able to clearly
identity the costs associated with providing ELNO services in Australia.
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e The Victorian Essential Services Commission (ESC) - for water, commercial passenger vehicles,
and local government

e The South Australian Essential Services Commission (ESCOSA) — for water and ports
e The Tasmanian Economic Regulator (TER) — for water and electricity
e The Queensland Competition Authority (QCA) for water, rail, and electricity

e The ACT Independent Competition and Regulatory Commission (ICRC) — for water and
electricity

e The Australian Energy Regulator (AER) — for electricity networks and gas pipelines

e The Australian Competition and Consumer Commission (ACCC) — the National Broadband
Network.

This reflects the importance of efficient cost allowances being grounded in reality, given the
significance of the allowances. If these allowances are too high, customers will pay more than they
should. On the other hand, if they are too low, this risks the ongoing viability of the regulated
business and the services it provides to customers. It might also deter efficient entry and competition
in the provision of services. None of these outcomes are in customers’ long-term interests.

Economic regulators typically base cost allowances and prices on the costs of actual businesses, even
in markets that (like Conveyancing) are open to competition. Regulators that set prices in potentially
competitive markets with primary reference to actual costs (particularly of larger providers) include:

e AER setting prices for retail electricity;
e The Victorian Essential Services Commission setting prices for retail electricity;
o |PART setting prices for retail electricity before deregulation in 2014; and

e |PART setting Sydney Water and Hunter Water’s water and wastewater prices (in the context
of potential competition from utilities licensed under the Water Industry Competition Act
2006).

Of course, in competitive markets regulators generally conclude that there is no need to regulate
prices. Regardless, we have been unable to find any example (other than eConveyancing) of a
regulator setting prices in a competitive or potentially competitive market primarily by reference to
the costs of a hypothetical provider rather than the costs of an actual provider.

4.1.4 The need for reasonable levels of investment certainty

Setting prices with reference to the costs of a hypothetical entity would create significant investment
uncertainty, given the uncertainty surrounding how cost estimates for a hypothetical entity are
generated and how they may relate to the efficient costs of an actual ELNO.

Investors have legitimate expectations that they will earn a reasonable return on efficient investment
that delivers services valued by customers (while complying with the requirements of technical
regulators). If regulation leads to prices being set in a way that does not allow the regulated business
to earn a reasonable return on its efficient investments, this is both fundamentally unjust and
weakens confidence in making future investments.

In an eConveyancing context, this outcome may lead to PEXA being unable to invest in its platform in
the future because the regulatory approach creates too much uncertainty about whether there will
be a reasonable opportunity to earn a return on these investments. This has the potential to
adversely impact on services and service levels — which is not in the long-term interests of customers.
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4.2 Overview of PEXA’s efficient building block costs of supplying ELNO services

Table 8 below presents a summary of PEXA’s estimates of the efficient building block costs (or
revenue requirement) from 2025-26 to 2028-29 to supply PEXA's transfer, refinances and other ELNO
service transactions.

Each component of the building block revenue requirement is explained in further detail in the
sections below.

Based on these figures, PEXA estimates the efficient building block costs (revenue requirement) [Jjij

PEXA considers these should be considered the benchmark, efficient costs for an ELNO operating with
PEXA’s market share.

Table 8: Overview of PEXA’s efficient building block costs and revenue requirement ($’000, $2025-
26)

Element 2025-26 2026-27 2027-28 2028-29

The forecast efficient building block costs presented in Table 8 are underpinned by PEXA’s program of
work for the next three years. This forecast reflects the efficient costs of maintaining the current
platform and service standards in addition to delivering PEXA’s key initiatives that form an extensive
program of work aimed at meeting the requirements of PEXA’s customers and regulators and
modernising the Exchange technology stack. The program of work has implications for PEXA’s opex
and capex forecasts, and is therefore explained further in the sections below on opex and capex.

60 To estimate the return on capital for FY26 we apply the WACC for the FY27-FY29 regulatory period.
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The key areas and associated customer and regulator benefits are outlined in Table 9.

Table 9: Overview of key PEXA areas, including drivers and benefits
Key areas: Key drivers and benefits

Reliability &
Resilience

Cyber Security

Customer
Product
Experience
Regulatory
Roadmap

Exchange
Modernisation

Interoperability

4.3 NECDS and RO true-up for FY26

As outlined in Chapter 2, consistent with section 5.4.4 of the Model Operating Requirements (MOR),
PEXA has recently requested the permission of Registrars to pass-through two new transaction-based
fees that commenced in July 2025:

e National Electronic Conveyancing Data Standards (NECDS) Fee, which is a fee per
chargeable lodgement to cover licence fees of the NECDS data standard between ELNOs and
Land Registries. I

and S1 (excl.
GST) per all other lodgements. It is expected to cost PEXA $2.8 million in FY26.

e Revenue Office (RO) fees, which are fees from the Victorian, Western Australian and
Tasmanian Revenue Offices to cover ELNO integration maintenance. ||| NN

PEXA cannot avoid or control these costs, as they are determined and imposed by
government/regulatory agencies. In addition, other Revenue Offices may impose ELNO integration
maintenance fees and/or the fees can be adjusted annually. Therefore, they are clearly unavoidable
costs incurred by PEXA in efficiently supplying ELNO services, and they fall under the remit of cost
pass throughs as per section 5.4.4 of the MOR.

61 Electronic Conveyancing Law s.18A is current and requires an ELNO to “establish and maintain interoperability”. PEXA has
received a waiver from the NSW and Queensland Registrar of Titles from this requirement, which may be revoked by the
Registrar at any time.
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PEXA'’s building block costs (outlined in this chapter) and proposed real fee increases (discussed in
Chapter 5) exclude the impact of these costs from FY27 onwards. This is because, from FY27 onwards,
PEXA expects that they be recovered as a cost pass through under section 5.4.4 of the MOR. That is,
in addition to the proposed fee increases outlined in this submission, PEXA proposes that its fees
would also be adjusted for the impact of cost pass throughs under section 5.4.4 of the MOR from
FY2027 onwards — including for NECDS and RO fees. Explicit pass through of these costs (rather than
incorporation in the general Subscriber Fee) provides transparency to consumers about government
fees and charges and provides flexibility to match the drivers of these costs.

If the NECDS and RO costs are ultimately not considered appropriate to be recovered via pass-
through provisions from FY27 onwards, PEXA will expect IPART to instead include estimates of PEXA's
NECDS and RO fees for FY27-FY29 in its estimate of efficient building block costs for the purpose of
determining ELNO service fees over this period. PEXA can provide IPART with further information on
these estimates, if required. On the other hand, if there is an agreement that allows PEXA to pass-
through these FY26 fees in FY26 (prior to the completion of IPART’s review), PEXA will immediately
inform IPART and adjust its cost submission accordingly.

4.4 Forecast efficient operating expenditure

PEXA’s operating expenditure (opex) makes up || I of the efficient building block costs
of providing ELNO services. Opex is comprised of labour (remuneration and salary on-costs),
information technology (IT) including software platform costs, cloud computing costs, cyber security
and transaction costs (e.g. Lodgement Support Service (LSS) fees levied by the Land Registries).

This section presents an overview of PEXA’s actual and forecast efficient opex to deliver ELNO services
in Australia. The opex figures in this section exclude any actual or proposed costs captured under the
pass-through provisions of the MOR.

4.4.1 Overview of PEXA’s forecast efficient operating expenditure

The controllable opex forecast has been presented using a base-trend-step (BTS) approach. PEXA
understands this is consistent with the approach that IPART (and other economic regulators) use in
other sectors to assess the efficiency of recurrent controllable opex. Non-controllable costs (LSS fees
and charges) have been forecast separately, based on expected volumes and charges levied by the
Land Registries (see section 4.4.6).

PEXA’s total annual opex is forecast to increase by || N o™ 2024-25 to 2028-
29. This increase is driven by step changes in controllable opex linked to PEXA’s three-year program of
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work outlined in 4.2.1 and below, which has been developed to meet both regulatory requirements
and customer needs, and forecast increases in LSS fees and charges in line with increases in forecast
transaction volumes.

PEXA'’s actual and forecasted operating expenditure for 2024-25 to 2028-29 is presented in Table 10.

Table 10: PEXA’s actual and forecast operating expenditure ($’000, $2025-26)

2024-25 2025-26 2026-27 2027-28 2028-29

Controllable
costs

Base
Trend
Steps

Total
controllable

Non
controllable
costs

LSS fees and
charges

Total operating
expenditure

4.4.2 PEXA’s current controllable opex (2024-25) is efficient

Over time, PEXA has had a strong commercial incentive and imperative to ensure its costs are
efficient. That is, there is a strong commercial onus on PEXA to ensure that it:

e targets and deliver optimal service levels and outcomes (ie, levels that reflect customers’
needs and the regulatory requirements), and

o delivers these service levels and outcomes at lowest possible cost.

This commercial imperative for efficiency is driven by the following factors:

e The cap on PEXA's prices, combined with PEXA’s Board and Shareholders’ drive for efficiency
to ensure reasonable returns on investment over the long-term, provide a strong incentive for
PEXA to be efficient and therefore suggest that PEXA's actual costs in a year reflect (or reveal)
the efficient costs for that year. This is because under PEXA's current capped price regime, any
unnecessary or inefficient costs will directly erode PEXA's shorter term profitability and return
on investment.

e PEXA’s prices have not increased in real terms since 2014, despite costs and service levels
increasing. Therefore, not only do price caps provide incentives to PEXA to be as efficient as
possible (as explained in the previous point), but the level of price cap has only enhanced this
incentive by remaining unchanged over the long-term. This sustained price restraint reflects an
ongoing commitment to cost efficiency, with the business offsetting compliance and enhanced
service cost pressures with operational efficiencies, rather than passing them on to customers.
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e The objective of expanding supply of eConveyancing services in Australia and overseas creates
incentives for efficiency. PEXA's performance in delivering services in Australia is viewed as a
test case by jurisdictions overseas. Inefficiency would compromise the credibility of the
Australian model and weaken PEXA’s ability to secure adoption overseas.

e Although PEXA is the primary ELNO today, it operates under competitive pressure. Existing and
potential entrants, emerging technology providers, and—in some jurisdictions—the ongoing
availability of paper conveyancing all act as constraints. To remain competitive, PEXA must
maintain efficient operations, providing the services that customers want at lowest possible
cost.

e PEXA s under pressure to deliver extremely reliable and secure services that are highly
responsive to customers’ needs - given regulatory requirements, potential competition, the
relative infancy of eConveyancing (and hence the importance of strong performance and
acceptance) and the above-mentioned objective of expanding eConveyancing. Notably, PEXA
has been able to deliver these services, as evidenced by the performance against service
standards and the consistently high levels of satisfaction amongst customers (as outlined in
Chapters 2 and 3, respectively). Importantly, PEXA continually identifies and delivers
operational efficiencies to offset these cost headwinds.

PEXA's controllable opex over 2020-21 to 2024-25 is presented in Figure 16 below.

Figure 16: Controllable operating expenditure 2020-21 to 2024-25 ($’000s, $2025-26)
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PEXA's controllable opex has increased in real terms over the last 5 years. As outlined above, PEXA has
strong incentives to be as efficient as possible — particularly as, under capped prices, any unnecessary
expenditure reduces PEXA's returns. Nevertheless, it has been necessary to increase costs over the last
5 years to meet the needs and expectations of regulators and customers. During this period:

e The increased prevalence of cyber-related attacks in Australia has required PEXA to increase its

cyber security budge G
e
-
]

e Market determined salary costs, which make ||} I h:Ve continued to
grow faster than CP! | 2 ¢ the superannuation guarantee has

increased by 0.5% each year since 2021.
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e The growing complexity of PEXA’s platform, to meet the evolving needs of regulators and
customers, has increased operating costs, particularly around monitoring, service disruption
response, chaos engineers, data management, data governance and general resilience.

e The number of jurisdictions supported, the variety of transactions supported, and the total
volume of transactions have all increased.

¢ Software costs, which represent a large part of PEXA’s operating expenditure, ||| | EINNEE

e Opex has increased to support the necessary increase in efficient capex to meet the service
needs of regulators and customers — with the explanation for this increase in capex over recent
years discussed in Section 4.6.1 below.

4.4.3 FY25 opex categories
PEXA’s controllable opex in 2024-25 was $111.7 million (equivalent to $114.4 million in $2025-26), as

outlined in Table 11.
Table 11: Operating expenditure for 2024-25

Product and technology

Technology infrastructure and computer costs
Customer support services

Regulatory compliance and legal

Back office support functions & Insurance

TOTAL OPEX (equivalent to $114.4million in FY26 dollars)

PEXA’s controllable opex in 2024-25 is comprised of the following:

¢ Product and technology || hich covers the costs of running, maintaining,
designing, developing and managing the Exchange, including ensuring the Exchange maintains
99.9% uptime. The category covers Product Development and Maintenance costs, including
the operating costs for the ARNECC mandated ARWG roadmap to expand jurisdiction and
digital coverage as well as the key technology activities undertaken to support the PEXA
exchange, from small bug fixes to major modernisation programs. This entails developing and
maintaining PEXA’s technical blueprints and roadmaps from high levels design, through to
building, testing, running and maintaining, including standards, patterns, and guardrails that
keep the Exchange reliable, secure, compliant, and cost-effective. It covers areas that ensure
there is a seamless and reliable technology experience across the organisation and supports
the business with data engineering, data governance, decision and Al enablement. It also
includes costs associated with safeguarding PEXA’s platforms, data, and operations including
cyber information security, cyber monitoring, cyber resilience, and fraud prevention to protect
customers, practitioners and the wider ecosystem.
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¢ Technology and infrastructure and computer | \/hich includes key third
party technology costs associated with running the PEXA Exchange including cloud hosting
services, software, both licenses and subscriptions, information security costs, application
support, and technology maintenance and support. This category also includes costs
associated with enterprise business support, such as laptop expenses.

e Customer Support Services ||} ] \/hich includes all the operational aspects of
delivering eConveyancing services to customers. The category includes the contact centre
which manages new subscriber onboarding, customer service and support for enquiries,
service disruptions and complaints; knowledge content and training; and settlement-related
incident management and exceptions. The Contact Centre received 10k+ emails and over 200k
calls in FY25 while maintaining a first call resolution rate of 95% and scoring 94% in Customer
Service Satisfaction. The category also includes account management for financial institutions,
panel firms and conveyancers, as well as activities to support customer engagement, customer
research, customer events and outreach.

¢ Regulatory compliance and legal |} \/hich includes extensive support for
key regulatory stakeholders (for example ARNECC, LRs, and ROs), participating in various
industry enquiries, and legal support for negotiations, contracts, compliance, etc.

e Back office support functions and insurance |} . \/hich includes other
corporate support activities including finance, treasury, tax, facility and procurement
management, risk, Environmental, Social, and Governance compliance obligations, human
resource management and training, and governance costs. Other elements include insurance,
bank charges, occupancy costs, workcover, activities associated with external audits (cyber,
ESG, tax, financial, etc), general & administrative (G&A) and professional services fees.

PEXA employs robust controls to ensure its opex (and capex) is as low as possible, while continuing to
deliver high quality, secure and reliable services to customers. PEXA has achieved cost efficiencies
through several processes, practices and programs, including:

¢ Internal governance and review/control processes that hold management to account. This
includes annual approval of the operating expenditure budget by the largely independent
PEXA Board and review of performance against the budget each month.

¢ Incentives for employees and executives to achieve financial targets. In FY25, the financial
gateway for incentives was ‘Operating cash flow’, which provided incentives for staff to
operate within operating and capital expenditure targets set by the Board.

e Procurement practices that involve:

o Negotiating with third party suppliers to ensure competitive costs and terms. Box 1
provides a case study on how PEXA’s negotiation practices resulted in cost reductions
with an existing supplier.

o Obtaining 2-3 quotes for all expenditure greater than il Board approval is
required for all material contracts greater than ||} JEEE

o Benchmarking strategies and approaches using Gartner, a global research and advisory
firm focusing on the business and technology sectors.

o Reviewing the number of suppliers to identify any duplication and ensure PEXA's
purchasing power is leveraged to obtain the lowest possible costs.

These practices are captured in PEXA’s procurement framework, which is approved by the
Board.
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e Optimising cloud computing costs. This involves archiving history to achieve lower storage
costs, accurately forecasting the demand for cloud computing to ensure that PEXA is not
paying for unnecessary storage and consolidating expenditure to one provider to maximise
discounts.

e Automation across PEXA’s operations to allow an increased level of services whilst maintaining
or reducing labour costs.

e Continued evolution of ways of working and efficiencies to enable greater efficiency in
software delivery practices, including careful management of remuneration and FTE levels to
ensure labour costs are efficient. For example:

o remuneration reviews against industry benchmarks are undertaken periodically for
all staff as part of PEXA’s annual pay review cycle (see Box 2)

o over the period 2022-23 to 2024-25, automation and improved knowledge
management enabled PEXA to reduce the monthly average FTE head count in
Customer Operations.

e Regular (on average every 2 years) reviews of the Group’s operating model, to ensure that the
Group’s operating model and structure remains efficient, but also to ensure that the Group is
investing its FTE is the right areas to continue to deliver for our customers.

In addition, as an ASX listed company, PEXA is also held to account externally by the expectations of
the investor and shareholder community. Every 6 months, management presents the Group’s and the
Exchange’s financial results to our investor base. This includes an explanation of expenses,
investment and any cost increases in addition to productivity delivered. For example, Figure 17 shows
the format that has been used to explain changes in costs to our investor and shareholder
community.

Figure 17: Example presentation of how PEXA demonstrates effective management of costs to the
investor and shareholder community

Operating expense bridge ($m)

10.2 188.5 N (104)

Fy24 Smoove pre Fy24 Inflation Scale & Cyber & Productivity FY25
ownership Pro forma development resilience & efficiencies
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Given the incentives PEXA faces under capped prices, evident by the processes it has in place to
control costs (discussed above), PEXA considers that its actual level of controllable opex in 2024-25 is
an efficient baseline for forecasting opex. This level of expenditure does not include any large one-off
or non-recurring expenditure items that would need to be removed when establishing a baseline for
forecasting.®

4.4.4 Adjusting base operating expenditure for ‘trends’ in key cost drivers

Consistent with IPART’s preferred 'base-trend-step' approach to forecasting opex allowances in other
regulated sectors, PEXA has applied trend factors for predictable changes in the efficient level of
recurrent controllable opex due to productivity improvements and real input price changes. The
trend component reflects:

e An acknowledgement that PEXA is expected to achieve ongoing efficiency, which has been
reflected as a productivity enhancement of ||l for controllable opex. This is based
on the approach IPART has used to derive ongoing efficiency factors when setting cost
allowances for other businesses when regulating their prices. For example, IPART's recently
released Final Report on its review of Sydney Water's prices notes that it has used an ongoing
efficiency factor of 0.7% pa when setting Sydney Water's operating expenditure allowance
under the Base-Trend-Step approach, and that this factor reflects long-term average annual
“economy-wide efficiency gains.”®

62 \WWe note that we have accounted for reductions in professional fees in 20267-27 and 2027-28 relative to 2024-2025 in
negative step change amounts for non-labour costs as discussed in section 4.4.5.

63 |PART, Sydney Water Prices 2025-2030, FInal Report, September 2025, p 50.

T+61 3 6002 4500 W pexa.com.au A Tower 4, Level 16, 727 Collins Street, Docklands VIC3008 Page |72



* An expected real change in input costs weighted ||} I This Wweighting reflects
the historical proportion of labour costs in controllable opex. PEXA has applied a forecast of

WPI based on Deloitte Access All industry WPI.%*

PEXA has not included an allowance for controllable opex to increase with the forecast increase in
transaction volumes. There is likely to be some increase in controllable opex with the forecast
increase in transaction volumes (l.e. higher cloud costs and more calls into the contact centre),
however this is difficult to quantify. Nevertheless, the lack of a volume (or output growth) escalator
in PEXA's controllable opex forecasts effectively reflects an additional efficiency challenge for PEXA
(in addition to the above-mentioned ongoing efficiency factor of 0.7% pa).

LSS fees and charges do increase with transaction volumes. However, separate forecasts are
provided for these costs — as outlined in Section 4.4.6 below.

4.4.5 Adjusting base operating expenditure for ‘steps’ in key cost drivers

PEXA requires step changes in its operating expenditure allowance for 2026-27 to 2028-29, which are
not captured in the base year or trend adjustments outlined above. These step changes are
presented in Table 12 and explained below.

Table 12: PEXA’s step changes in opex relative to baseline opex in 2024-25 ($’000s, $2025-26)

Step change 2026-27 2027-28
Reliability & Resilience
Cyber security

Customer Product
Experience

Regulatory Roadmap
Exchange Modernisation
Interoperability
Non-labour costs

Total step changes

The step changes in opex are required to deliver the following key initiatives that form an extensive
program of work aimed at meeting the increasing demands and requirements of PEXA’s customers
and regulators.

These initiatives are also delivered via capex, as outlined in section 4.6 on forecast capex.
Reliability and Resilience

Relative to the base of 2024-25, PEXA requires a step up in opex to continuously enhance service
reliability and resilience, in line with customer expectations, regulatory (MOR and operating
agreement) obligations, and increased requirements from financial institutions responding to the
new APRA Standard CPS 230 that requires closer financial institution attention to the resilience of key
suppliers such as PEXA. This step up in opex aims to improve the Exchange’s ability to withstand

64 Deloitte Access Economics Labour price growth forecasts.
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disruptions, achieve faster recovery from service disruptions and maintain service uptime to ensure
minimal customer and business impact.

The program improves how the Exchange is designed, changed and supported. PEXA focuses on
preventing problems, limiting their impact and recovering quickly. PEXA studies recurring issues, fixes
them at the source and bakes the learnings back into its ways of working.
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Cyber Security

The global cyber security threat landscape continues to deteriorate due to geopolitical instability,
translating to heightened threats for Australian businesses. PEXA experienced more than 6.5 million
intrusion attempts in FY25, up 300+% from FY24.

Major data breaches in recent years have resulted in additional legislative and regulatory
requirements that are likely to keep increasing for businesses that hold large volumes of data,
particularly regarding the management and security of critical third-party suppliers. This includes
participation in more sector testing, more oversight of third-party vendors, greater risk mitigation,
focus on key hazards such as inside threat, supply chain, physical security, and natural hazard
resilience (power, communications, pandemic).

PEXA’s cyber security program reflects a strategic, risk-informed commitment to protecting the PEXA

platform and meeting regulatory and market expectations. ||| | NENENENEGEGEGE
.
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The program reflects the activities required to address these priorities based on the current
expectations of an increasingly hostile and aggressive cyber security landscape and the associated

legislative and regulatory requirements. || NG

As PEXA moves to national coverage with the Northern Territory and Tasmania and the further
digitisation of the property sector in Western Australia and Queensland, the dependency of all
jurisdictions on PEXA is likely to move the PEXA Exchange from being considered as another Critical
Infrastructure (Cl) asset (one of 1,200 in Australia) to a higher level of critical infrastructure asset with
ECSO.

Customer Product Experience Programme

PEXA’s Customer Product Experience program focuses on improving and evolving the customer
product experience for all users of the platform, including lawyers and conveyancers, financial
institutions, panel firm and developers. This includes working closely with customers and industry to
introduce new features and functionality, offer robust integration options and improvements to
existing workflows to provide customers with greater efficiencies, seamless experience and
ultimately better settlement outcomes for end customers.

Key activities for the forecast period which will enhance customer’s interactions with the platform
and the efficiency of their own processes, include:
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Regulatory Roadmap

Under the Model Operating Requirements (MOR), PEXA is required to work toward digitalisation of
all documents that can be electronically lodged. This requirement involves extending eConveyancing
to all States and Territories across Australia (MOR 5.2.1.a), enabling electronic lodgement of
documents that are capable of electronic lodgement in any given jurisdiction (MOR 5.2.1.c), as well
as ensuring compliance with the latest National Electronic Conveyancing Data Standard (NECDS)
(MOR 10.3). Since 2019, PEXA has expanded services to the ACT (2021), Tasmania (2024) and recently
Northern Territory (2025), while also continuing to increase digitalisation of low-volume documents
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across other jurisdictions as required by land registries in accordance with the Australian Registrars
Working Group (ARWG) roadmap.

It is higher cost per transaction for PEXA to expand to low volume jurisdictions and digitalise low
volume documents. Nevertheless, this expansion of coverage is a requirement under the MOR (as
outlined above) and it provides significant cost efficiencies for land registries (cost efficiencies in
processing more transactions electronically) and customers (achieving scale economies by extending
existing digital processes to an extended volume of transactions).

The planning, prioritisation and organisation of this work is managed by the Australian Registrars
Working Group (ARWG), which is comprised of representatives from each Land Registry and PEXA.
Based on discussions at the ARWG, a 4-year ARWG roadmap is issued which outlines PEXA lodgement
capability delivery activities.

The roadmap covers three types of activities:

e SCHEDULED, i.e. work items are scheduled, meaning that PEXA has a clear understanding of
the work to be done, the estimated effort and in many instances has already commenced
work.

e FIRM PLANNED, i.e. work items have been discussed between PEXA and stakeholders (LRs,
ROs, select customer segments) and detailed planning is underway. For these work items PEXA
has an understanding of the requirements and a high-level estimate of the work to be done.

e PLANNED, i.e. work items are being prepared for planning and budgeting purposes. For these
work items, PEXA has a high-level understanding of requirements.

An example of the ARWG roadmap for May 2025 — August 2026 is provided in Figure 18. PEXA can
provide the full 4-year ARWG roadmap to IPART if helpful to the Pricing review.

Figure 18: ARWG roadmap for May 2025 — Aug 2026

The Regulatory roadmap delivers against PEXA’s regulatory obligation to extend eConveyancing and
drives further efficiencies across all industry stakeholders (Practitioners, Financial Institutions, Panel
firms, Developers, Land Registries) by moving the industry closer to 100% digitalisation of Australian
property transactions through ongoing jurisdictional and document extensions.
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Exchange Modernisation

The PEXA Exchange platform has been operational for over 12 years, providing coverage for around
93% of the transactions settled through the platform. The platform has evolved over the years, but
the core of the platform operates as a monolithic application. While the architecture has served its
purpose, it also presents the following challenges.
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concerns from stakeholders similar to concerns expressed about ASX’s ability to manage critical
infrastructure,® PEXA manages a program of work which covers the technological transformation of
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65 AFR 9t April 2025: Revealed: RBA’s scathing warning it has ‘lost confidence’ in ASX (RBA loses confidence in ASX trading
volume spike is delaying batch settlements)

66 The Strangler Pattern is a software development technique for incrementally modernising legacy monolithic applications
by gradually replacing functionalities with new microservices, using an intermediary facade to route requests
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Interoperability

PEXA has worked with ARNECC’s program team, and other stakeholders, to implement ARNECC’S
interoperability (loP) program. The program background, history and status have been covered in
Section 2.8.1. As outlined in that section, some progress has been made, including the successful
completion of Day 1 Transactions (limited scope refinances relating to property in Queensland
involving PEXA and Sympli) on 12 September 2023. However further work will be required.

PEXA is currently working with ARNECC representatives on a loP functional requirements review and
a revised cost-benefit on the most appropriate model for loP. Given that completion of the loP
program is legislatively required and remains ARNECC’s policy, PEXA’s submission includes both
historical costs as well as envisaged future efficient costs of completing the program, which include:

Non-labour costs:

Non-labour costs are expected to decrease in 2026-2027, 2027-2028, and in 2028-2029. The main
driver of the increase is computer expenses, with non-recurring costs and efficiencies expected in
other cost categories. Computer expenses are expected to increase over the forecast period
predominately due to:
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4.4.6 Non-controllable opex: LSS fees and other charges

Increases in LSS fees are the largest driver of increases in PEXA’s opex forecasts. PEXA has no control
over LSS fees, therefore these costs are forecast separately to controllable opex. They are transaction
charges ELNOs incur from Land Registry Offices for title data required to commence any transaction
(transfer, refinances, other). ELNOs pay these fees at the commencement of a transaction whether or
not the transaction ultimately settles.

PEXA has assumed that the level of these fees will increase by CPl each year (i.e., no ‘real’ increase),
which has been the typical LSS price increase in previous years.

As noted previously in section 4.3, if IPART finds that the newly imposed NECDS and RO fees should
not be treated as "pass throughs" as per MOR 5.4.4., then forecast NECDS and RO costs for FY27-29
would need to be added to PEXA’s forecast for non-controllable LSS fees.

4.5 The Regulatory Asset Base
4.5.1 PEXA’s approach to setting the initial RAB value and rolling this forward

In estimating the efficient building block costs of an ELNO with PEXA’s current market share, an
opening Regulatory Asset Base (RAB) value as at 1 July 2026 was required. PEXA developed this
opening RAB value using a two-step process:

1. First, a ‘line-in-the-sand’ approach to establishing an opening RAB value as at 1 July 2022 was
applied, drawing on IPART'’s findings from its 2019 review of ELNO service fees.

2. Then, the line-in-the-sand RAB value was rolled forward to 1 July 2026 by increasing it
annually for efficient new capital expenditure (‘capex’) and inflation, and reducing it annually
for depreciation.
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Step 1: PEXA applied a ‘line in the sand’ approach that calculates an opening RAB at 1 July 2022 equal
to the present value of future net cash flows over the remaining economic life of the assets.

We started with the pre-tax free cash flow received by PEXA during FY2022 (i.e. future revenues
minus future cash costs), and assumed that cash flows remain at that level for the expected

remaining economic life of the assets of 25 years from FY2022. | ENEIEGEGEGEEEEEEE

Step 2: To roll the FY2023 opening RAB forward to FY2029 we add all actual and forecast capex from
1 July 2022 onwards and deduct annual regulatory depreciation over the same period, with
regulatory depreciation calculated on a straight-line basis (ie, recovered evenly over an asset’s life).
To calculate depreciation for new capex incurred from FY2024 onwards, it is assumed this new capex

has a useful e |
[

In line with IPART’s standard approach in other regulated industries, the RAB is indexed from FY2023
onwards, so that the value of the RAB is maintained in real terms.

Table 13 below presents the movements in the RAB from FY2023 to FY2029. | ENNENENEGEGEGEGEGEGEE
|

Table 13: PEXA’s RAB (Sm, $2025-26)

2022-23  2023-24  2024-25  2025-26  2026-27 2027-28  2028-29

Opening
RAB

Plus capex

Less asset
disposals

Less reg
depreciation

Closing RAB
4.5.2 PEXA’s rationale for the line-in-the-sand approach to setting the initial RAB value

A “line in the sand” approach is often used to establish the initial, foundational value of regulated
assets for price regulation purposes. It involves setting a one-off, forward looking RAB value at a
chosen point in time (the “line in the sand”’). From that point onwards, the RAB is rolled forward
each year (adding efficient new capex, subtracting for regulatory depreciation, and adjusting for
inflation). Regulators (including IPART) have often favoured a “line in the sand” approach when
transitioning a sector to economic regulation or a new regulatory regime because it:

e provides certainty and stability to both the regulated business (about what it can earn) and
its customers (about what they will pay)

e ‘draws a line’ under potential uncertainty about what the asset value should be or difficulty
in quantifying this value
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o focuses regulators and regulated businesses on efficient future investment rather than re-
examining sunk costs.

Similarly, PEXA has suggested determining the opening value of the RAB using a “line in the sand”
approach because it would reflect IPART's findings in 2019 that PEXA's prices were reasonable,
produce less arbitrary results than other potential approaches, ensure reasonable levels of revenue
and price stability and be consistent with IPART precedent in other areas when commencing building
block price regulation of existing businesses.

An approach will be less arbitrary if it uses familiar approaches, relies on more readily available data,
and involves a methodology where there is less room for reasonable minds to differ. A less arbitrary
pricing determination is desirable because it avoids the risk of an inaccurate assessment that is unfair
to existing investors, discourages future investments, and might foreclose new entrants.

The “line in the sand” approach is inherently linked with IPART’s previous pricing determination from
2019. In 2019, IPART found that PEXA’s prices were reasonable and therefore that the maximum
prices for all ELNOs should be set at PEXA’s then current prices from 1 July 2020 for two years, with
annual CPI indexation, before being reviewed again. PEXA's proposed approach would essentially
calculate the implied RAB from the prices approved by IPART from 1 July 2020 for two years (as
outlined in Section 4.5.1 above) and recognise that IPART effectively established a line-in-the-sand for
the regulatory value of PEXA’s assets as at 1 July 2022 when it found that PEXA’s prices were
reasonable in 2019 in its 2019 review of prices for ELNO services.

Other approaches — such as reconstructing PEXA’s asset base from inception —would introduce a
range of considerations and uncertainties that do not need to be considered and addressed using the
“line in the sand” approach. Reconstructing PEXA's asset base from formation would introduce
additional considerations over which reasonable minds might differ, and which can therefore lead to
a much wider range of outcomes:

e |t would require analysis of PEXA's historical efficient costs to establish eConveyancing, as the
'first mover'. PEXA expended significant resources in researching and developing
eConveyancing, establishing processes and standards, building relationships with stakeholders
such as relevant government agencies, and encouraging and educating conveyancers and
banks to participate in eConveyancing before governments issued any mandates to participate
—and there were very substantial political hurdles to governments issuing such mandates
before a substantial number of stakeholders had voluntarily chosen to participate. IPART’s
2019 review recognised that the value of a first mover’s intangible assets created by
expenditure on such activities to create the market should be recognised in the RAB of an
established ELNO.®” However, the value of such assets can be uncertain.

e To capitalise PEXA's losses in its earlier years and reflect this in the RAB, it would require
determination of the appropriate WACC for PEXA when it was a start-up business with a
substantial risk of failure —and the range of WACCs in these circumstances is inherently broad
and has a very substantial impact on the asset base.

The “line in the sand” approach is consistent with IPART precedents in similar circumstances. That is,
where there is uncertainty about the value of historical efficient capital investment, there is value in
maintaining reasonable levels of price stability, and a sector is transitioning to building block price
regulation. For example, when commencing building block price regulation, IPART set the initial RAB
values of water utilities in NSW by using the ‘line in the sand’ method. IPART noted that:

67 |PART, Review of the Pricing Framework for Electronic Conveyancing Services in NSW, Final Report, 2019, p 52-54
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“Sydney Water’s opening RAB (which was established for the 2000 metropolitan water price
determination) was aligned with Sydney Water’s revenues for 1998/1999. That is, for the
2000 metropolitan water price determination, IPART took a ‘line in the sand” approach and
calculated an opening RAB value based on the present value of cash flows in 1999, assuming
they would continue.”®®

The “line in the sand” approach would also provide relatively stable price levels, which are
appropriate when PEXA has very high levels of customer satisfaction and most customers consider
PEXA value for money (as outlined in Chapter 3). Lastly, as noted above, the “line in the sand”
approach produces an outcome consistent with PEXA’s Exchange assets (fixed and intangible, net of
depreciation and amortisation) on balance sheet as at 30 June 2025 of $1.4 billion.

4.6 Actual and forecast efficient capital expenditure

As outlined in the section above, the opening RAB value has been rolled forward from 1 July 2022 to
30 June 2029 by adding actual and forecast efficient capital expenditure (capex) since 1 July 2022.

As outlined in sections 4.2 and 4.3, PEXA has a three-year program of work underpinned by key
categories informed by both customer and regulatory needs. As well as opex (as outlined above),
these initiatives all have significant capex components. PEXA’s actual and forecast capex (2022-23 to
2028-29) across key areas is detailed in Table 14 below.

Table 14: PEXA’s actual and forecast capital expenditure ($’million, $2025-26)

Capex category 2022-23 2023-24 2024-25 2025-26 2026-27 2027-28 2028-29

The sections below outline:

e the composition of PEXA’s actual and forecast capex over this period (section 4.6.1 and 4.6.2)

68 |PART, Cost Allocation Guide, Water Industry Competition Act 2006, p 18.
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e the measures PEXA has in place to ensure the actual and forecast capex reflects the efficient

costs of delivering the ELNO services customers want and need while complying with PEXA’s
regulatory obligations (section 4.6.3).

4.6.1 The composition of PEXA capex over FY23 to FY26

PEXA's capital expenditure to deliver ELNO services

I (5ce Table 15 for detas).

Table 15: PEXA’s actual and forecast capital expenditure, FY23-FY26 ($’million, $2025-26)

Capex category 2022-23 2023-24 2024-25 2025-26

PEXA’s Exchange capex from 2022-23 to 2025-26 has been relatively flat but there have been changes
in the composition over the period:

Table 16 provides an overview of the key initiatives undertaken within each of the categories over

FY23 to FY26, including the key drivers and benefits that were derived for customers and/or
regulators from the investments.
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Table 16: Key elements of PEXA’s capital expenditure program over 2022-23 to 2025-26
Area Initiative Description Driver Benefit/ outcome
Reliability
and
Resilience
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Area Initiative Description Driver Benefit/ outcome

Cyber
Security
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Area Initiative Description Driver Benefit/ outcome

Customer
Product
Experience
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Area Initiative Description Driver Benefit/ outcome

Regulatory
and
Complianc
e
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Area Initiative Description Driver Benefit/ outcome

Exchange
Modernisa
tion
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Area Initiative Description Driver Benefit/ outcome

T +61 3 6002 4500 W pexa.com.au A Tower 4, Level 16, 727 Collins Street, Docklands VIC3008 Page |90




Area Initiative Description Driver Benefit/ outcome

Interopera
bility

4.6.2 Forecast capital expenditure (FY27-FY29)

The section above shows that significant capital expenditure over the last few years has enhanced
the platform and delivered significant value to PEXA’s customers. However, PEXA will need to
continue to invest in the platform to meet customers’ needs and ensure services are suitably

resilient, reliable and secure.

The forecast capital expenditure for 2026-27 to 2028-29 is shown in Table 17.
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Table 17: PEXA’s actual and forecast capital expenditure ($’million, $2025-26)

Capex category 2026-27 2027-28 2028-29

The forecast capital expenditure for 2026-27 to 2028-29 equates to ||| N NENEGNGNGEGEGENGEG

. The biggest changes

between FY26 and the forecast period are:

Table 18 outlines the key initiatives and associated benefits from PEXA’s planned investment
program. Because a number of these initiatives are sensitive, both commercially and from an
infrastructure security perspective, only a high-level description is provided here. If relevant, PEXA
would be able to provide further detail to IPART on a confidential basis for a range of the initiatives.
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Table 18: Key elements of PEXA’s capital expenditure program over 2026-27 to 2028-29
Initiative Description Benefit/outcome

Reliability &
Resilience
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Initiative Description Driver Benefit/outcome

Cyber Security
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Initiative Description Driver Benefit/outcome

Customer
Experience
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Area Initiative Description Driver Benefit/outcome
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Initiative Description Driver Benefit/outcome

Regulatory and
Compliance
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Initiative Description Driver Benefit/outcome

Exchange
Modernisation
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Area Initiative Description Driver Benefit/outcome
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Area Initiative Description Driver Benefit/outcome

Interoperability

4.6.3 PEXA’s planning, governance, review and delivery processes ensure capex is efficient
The sections above outline key elements of PEXA’s capex program and why this is necessary to meet

the needs and expectations of customers and regulators. This section outlines how PEXA's actual and
forecast capex delivers required outcomes a lowest cost over the long-term.
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As outlined above when discussing opex, PEXA has strong incentives and robust processes to ensure
its expenditure is efficient. PEXA has a strong commercial imperative to keep costs as low as possible,
while providing the services that customers want and complying with regulatory requirements.

Operating under capped prices, PEXA has had a strong incentive to keep its costs as low as possible
while meeting the needs of customers and regulators — as any inefficient expenditure erodes its
returns. As a publicly listed company, PEXA is held to account by the expectations of the investor and
shareholder community and by the PEXA board of directors who govern the company. The Board do
this by approving the budget annually and then reviewing the performance to budget monthly. Every
6 months, at the investor half and full year investor presentations, management has to publicly
explain to PEXA’s investor and shareholder base, the Exchange expenses, what productivity has been
delivered, where PEXA has invested, and what is driving any increase in costs.

E-Conveyancing is relatively new, and roll-out has only recently commenced in Tasmania (2024) and
Northern Territory (2025) and internationally in markets where PEXA is competing against long-
established paper conveyancing processes (noting that Australia is largely a test case for the rest of
the world). Therefore, it is critical that PEXA keeps customers and regulators satisfied. PEXA has been
successful in doing this and has performed well against the required (regulatory) service levels and
has been highly responsive to the needs of customers reflected in impressive customer satisfaction
results (as outlined in Chapters 2 and 3, respectively).

At the same time, PEXA’s prices have remained unchanged in real terms for a long period of time. The
transaction volumes have increased which has delivered some economies of scale. However, costs
have also increased in a range of areas, with increasing cybersecurity requirements, other regulatory
requirements and customer demands for a reliable, user-friendly platform that can adapt to their
changing needs.

PEXA has robust capex planning, governance, review and delivery processes, which ensures that the
actual and forecast capex reflects the efficient costs of meeting the needs and expectations of
customers and regulators. Internal processes ensure that the actual and forecast capex:

e s targeting appropriate and well-justified objectives, which reflect optimal service levels for
customers or regulatory requirements

o reflect the least cost means of achieving these objectives over the long-term.
Planning, governance, delivery and review processes
PEXA has implemented capex governance to ensure that it applies rigorous, multi-layered controls to
all investment decisions across the full lifecycle of expenditure — from budgeting and prioritisation
through to delivery and post-implementation review — and provides confidence that every

investment is subject to rigorous challenge and market discipline. Key features include:

e Strategic alignment with customer needs, regulatory obligations, and long-term resilience.

Disciplined Board and executive oversight, with proportional approval thresholds.

e External market discipline through alignment with analyst consensus, which creates strong
incentives for efficiency and prudent spending.

e Continuous reprioritisation to respond flexibly to emerging risks and opportunities.
e Efficiency focus in delivery, with active monitoring of productivity, incident management,

and adoption of new tools such as Al.
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e Formal post-implementation review to ensure accountability and embed ongoing efficiency
improvements.

Through this framework, PEXA ensures that capital expenditure is both prudent and efficient,
supporting the delivery of reliable, secure, and cost-effective services to customers while meeting
regulatory requirements and shareholder expectations. All investment decisions are aligned with the
long-term interests of customers, regulators, and shareholders. In addition, the program is supported
by the key activities listed below.

Annual budgeting cycle; each year, as part of the Group’s budgeting process:

e Business unit submissions: Every business unit within the Exchange develops a list of current
and new investment initiatives including a high level view of the initiative’s purpose, expected
benefits (e.g. revenue growth, risk reduction, or cost savings), opex and capex expected
requirements, and strategic alignment.

e Strategic and risk assessment: These initiatives are reviewed against PEXA’s strategic
objectives — enhancing the Exchange for customers, addressing emerging risks such as cyber
security, and delivering on the regulatory roadmap. Costs and potential commercial returns
are also carefully assessed.

e Executive prioritisation: Group executives prioritise the initiatives, agreeing what initiatives
will be completed in the coming periods and on a consolidated budget envelope for both
opex and capex.

e Market discipline: Before submission to the Board, the draft budget is compared against
external “consensus” forecasts. As a listed company, if expected expenditure exceeds
consensus (i.e. the average forecasts of 8-9 investment banks, including Morgan Stanley and
CLSA), PEXA must issue updated guidance to the market. This imposes a strong discipline on
management and the Board to control expenditure and deliver year-on-year efficiency
improvements.

Board approval and investment cases; the consolidated budget is then submitted for Board approval,
typically in June each year. Following approval:

e Initiative summaries: Management prepare one-page summaries for each approved initiative,
outlining in more detail the initiative’s purpose, expected benefits (e.g. revenue growth, risk
reduction, or cost savings), opex and capex requirements, and strategic alignment. This
summary is signed off by both the business and finance to ensure it has the right level of rigor
and due diligence.

e Business cases for material projects: Larger or more complex investments (e.g. the Tasmania
expansion, required as part of the regulatory roadmap) are supported by detailed business
cases. Detailed business cases are approved by Customer, Product, Technology and Finance to
ensure they have the right level of rigor and due diligence.

Ongoing prioritisation and quarterly reviews; capital planning is not a static exercise. Each quarter,
management review the prioritisation of initiatives to reflect evolving business needs, customer
requirements, or emerging risks. Adjustments are made to ensure resources are continually directed
to the most urgent and value-creating projects.

Delivery oversight and efficiency monitoring; delivery performance is tracked to ensure efficiency in
execution. Management review:
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e The proportion of developers using Al and the effectiveness of Al-generated code.
e The number of new features delivered relative to plan.

e Operational performance indicators, including the number and severity of incidents (Severity
1, 2 and 3) in each period.

e Monitoring project costs against budgets and delivery, to ensure projects remain on track and
within budget.

e Using competitive procurement processes, to harness efficiency and innovation from the
market, for all spend over il

e Engaging in strategic partnerships with key service providers and/or customers (e.g., with
banks or technology firms) to reduce costs and enhance outcomes.

e The overall delivery of product and technology roadmaps, including providing regular
updates to the Executive and Board for key projects.

This monitoring allows management to ensure that technical delivery teams are continuously
improving efficiency while maintaining reliability and service quality.

Post-implementation reviews; for major projects, a formal Post-Implementation Review (PIR) is
undertaken. PIRs compare actual costs, timing, and outcomes against forecasts, and are shared with

management to embed lessons learned. This process strengthens future decision-making and
supports continuous improvement in PEXA’s investment governance.

4.7 The return on capital expenditure

To derive the return on capital (WACC), PEXA has used IPART’s WACC methodology, as outlined in its
2018 Final Report on its WACC review.?® The resulting WACC is set out in Table 19 below.”

Table 19: Proposed WACC
Parameter Current Long term Midpoint
Nominal risk-free rate
Inflation
Debt margin
Market risk premium
Debt funding
Equity funding
Gamma

Equity beta

69 |PART, Review of our WACC method — Final Report, February 2018.
70 The proposed WACC uses data available as at the August 2025 IPART WACC update.
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Cost of equity (nominal post-tax)
Cost of equity (real post-tax)
Cost of debt (nominal pre-tax)
Cost of debt (real pre-tax)

Post-tax real WACC

The WACC presented above assumes a three-year regulatory period, and applies a full trailing average
for the current risk-free rate and debt margin.”*

PEXA has adopted an equity beta of

.”2This compares to an equity beta of 1.00 and
gearing of 15% used in IPART's 2023 Final Report on Interoperability pricing for ELNOs. More detail on
the proposed WACC, including how this is calculated and the justification for key parameters
including beta and gearing, is set out in the attached expert report on ‘The required rate of return for
a benchmark efficient ELNO’.

Applying the WACC estimate ofjjjjjjJjj to the RAB yields the return on assets building block set out in
Table 20.

Table 20: PEXA’s return on assets ($’000, $2025-26)

2026-27 2027-28 2028-29

4.8 Asset life and return of capital expenditure

PEXA set the remaining asset life of the opening line in the sand RAB |GGG

This economic life will potentially be subject to technological, legal or other market changes. The
economic life of PEXA’s assets in the line in the sand RAB, including its intangible assets, will not be
indefinite, but nor will they be very short-lived — particularly given the continued expansion of

eConveyancing coverage in Australia.

PEXA applies a useful life of ||l to carex incurred from FY24 onwards, see Table 21. This
figure is derived as the weighted average of the useful lives of the asset categories with capexin FY24
(weighting by capex in FY24).

Table 21: PEXA’s asset lives

Asset category Asset life

71 For the avoidance of doubt, the long-term risk-free rate and debt margin is determined using a full trailing average.
72 |PART, Final Report — Equity beta method, August 2020.
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The resulting allowances for return of assets (or regulatory depreciation) are listed Table 22.

Table 22: PEXA’s return of assets ($’000, $2025-26)

2026-27 2027-28 2028-29

4.9 Working capital allowance

The working capital allowance represents the return that PEXA needs to earn on the net amount of
working capital required to meet the service obligations. It is intended to ensure that PEXA can
recover the costs it incurs due to delays between delivering services and receiving payment for those
services, net of any benefits that is received due to delays between receiving services and paying for
them.

The proposed working capital allowances are presented in Table 23. PEXA's working capital allowance
is negative, meaning that it reduces its total building block costs (or revenue requirement).

Table 23: PEXA’s working capital allowance ($’000, $2025-26)

2026-27 2027-28 2028-29

PEXA has adopted IPART'’s standard approach to calculating the working capital allowance:
Working capital allowance = Net working capital x nominal WACC
Net working capital = Receivables — Payables + Inventory + Prepayments

Where:

e Receivables means payments not yet received for goods and services already delivered.

e Payables means payments not yet made for goods and services already received.
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e Inventory means goods held in stock by the business that are inputs into the production
process and are necessary for it to meet its service obligations (e.g. spare parts).

e Prepayments means payments made by the business in advance of receiving goods or services
(e.g. insurance premiums paid in advance).

See Table 24 for PEXA’s working capital assumptions.

Table 24: PEXA’s working capital assumptions

Parameter IPART standard approach PEXA approach

Receivables Measured in days of total revenue on a
case by-case basis, guided by

e method for water businesses,
and

e actual historical receivables
where suitable information is

available
Payables 30 days of opex and net capex
Inventory Fixed real $ amount, having regard to

actual business practice and efficiency

Prepayments Fixed real S amount for businesses that
can reasonably demonstrate prudency
and efficiency. Otherwise, zero as a
default.

4.10 Tax allowance

In calculating the tax allowance to include in the efficient building block costs, PEXA follows the
standard IPART approach. For each year, the benchmark tax expense is calculated, applying the
corporate tax rate assumption (30%) to the taxable income. To obtain the tax allowance we multiply
this by 0.75, deducting the standard IPART assumption for gamma (the value of imputation credits).”

PEXA has adopted IPART'’s standard approach to calculating the benchmark tax expense:

Benchmark tax expense = max (0, Tax loss carried forward + notional revenue requirement —
tax expenses)

The tax expenses are calculated as per IPART’s standard methodology:
e Operating expenses are set to the estimate of efficient operating expenses

e Interest expenses are calculated as the estimated nominal cost of debt applied to the debt
portion of the RAB, consistent with WACC estimates in Table 18

73 |PART’s 2018 rate of return guideline adopts a gamma of 0.25.
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e Tax depreciation is calculated as the depreciation of the tax asset base.

The tax asset base is calculated with reference to PEXA’s capital expenditure from 2014-15, using
actual and forecast capital expenditure. The tax asset lives for the various asset classes were
consistent with ATO guidance.” Assets in the tax asset base depreciate using straight-line nominal
depreciation, with capex assumed to enter the tax asset base at the end of the year in which
expenditure occurs.

PEXA applies a zero opening tax loss carried forward for the start of 2026-27, noting that actual
historic revenues are not used in setting the revenue allowance.” 7 See Table 25 for an overview of
PEXA’s tax allowance 2026-27 to 2028-29

Table 25: PEXA’s tax allowance ($’000, $2025-26)

2026-27 2027-28 2028-29

4.11 Other revenue

In addition to revenue from PEXA’s fee schedule of ELNO services, PEXA also expects to generate
revenue from a range of other Exchange related tools and services over FY27 to FY29. This includes
tools (for example Tracker, PEXA Allocation), APIs and services to enhance the efficiency of banks’
operations as they interface with eConveyancing. PEXA does not propose that the prices for these
other services be regulated, as they are provided at the discretion of customers (above what is
required for eConveyancing).

The costs of providing these other services are largely common to providing PEXA’s standard ELNO
services, with the provision of such services ancillary to the supply of standard ELNO services.
Further, these other services provide benefits to all users of the Exchange because they make
transactions more likely to settle and lodge as planned.

Therefore, PEXA’s costs of providing these other services have not been separated out from its costs

of providing ELNO services. I
e
-
I 1 s, the forecast revenue from these

other services offsets (reduces) the minimum revenue required from ‘regulated’ ELNO service fees
over FY27 to FY29.

74 Tax asset lives are generally lower than the economic useful lives, with a tax life of 4.95 years for capex from 2024-25 in
comparison to an economic life of 13.45 years.

75 With the exception of the 2022 cash flows.

76 For the avoidance of doubt, there are no tax losses carried forward over in any year of the 2026-27 to 2030-31 regulatory
period.
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5 Fees for ELNO services

This chapter outlines PEXA’s ELNO fee proposal for the next 3 years, from 2026-27 to 2028-29, with
reference to the estimate of efficient building block costs (presented in the previous chapter).

Key messages

o We propose to retain the current ELNO fee structure. Given the nature of PEXA’s costs,
services and customers, the fee structure is consistent with best practice pricing principles.
The current fee structure:

o is supported by customers and stakeholders

o reflects that PEXA provides services via a national platform (rather than region or state-
specific ‘supply chains’)

o is administratively efficient — for both PEXA and customers
o is consistent with key considerations in IPART’s ToR.

e To recover the efficient building block costs (outlined in the previous chapter), PEXA’s fees
should increase by CPI plus 1.8% per annum for FY27-29.

e However, if policy makers and regulators are seeking to promote competition in the ELNO
market, as per IPART's ToR, there is a strong case to allow fees to increase above these
levels. This is because the prices per transaction of an efficient ELNO will vary with its
market share, as was recognised by IPART in its 2019 review of ELNO service fees.

e There is also regulatory precedent to set prices at levels that allow for and promote
competition, given the potential benefits of competition to customers over the long-term.

5.1 Nationally consistent ELNO service fees

In guiding or determining price structures, economic regulators across a range of sectors often seek
to achieve a balance between the following pricing principles:

e cost reflectivity, to promote economic efficiency

e transparency and stability, to ensure that customers have a sufficient line of sight and
understanding of the prices they face

e administrative simplicity, so that the administration of the pricing framework is not unduly
costly to the service provider or its customers

e customer preferences.

It is PEXA’s ambition to maintain the current structure of nationally consistent fees for everyone,
which is presented in Section 2.7.1. Nationally consistent prices are consistent with the above
principles, and have the advantages that:

e The current price structure is well-established and supported by customers and stakeholders.
Recent discussion with customers in regard to NECDS and SRO fees has confirmed a very
strong preference for maintaining current national pricing.
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e PEXA’s services are provided via a national platform (rather than region or state-specific
‘supply chains’).

e The current price structure is administratively efficient — for both PEXA and customers.

For the same reasons, the current nationally consistent fee structure is consistent with key
considerations in IPART’s ToR, including:

o efficient costs of providing eConveyancing services (given the services are provided via a
national platform);

e equitable access to, and reasonable prices, for eConveyancing services for customers across
Australian jurisdictions; and

e avoiding unnecessary regulatory or administrative burden on ELNOs.

Many of PEXA’s customers operate nationally and therefore benefit from nationally consistent prices
through lower administrative costs. For example, as was noted in PEXA’s submission to IPART’s 2019
review, the Australian Banking Association (‘ABA’) has previously stated that differences in pricing
between jurisdictions adds around 10-15% to member banks’ costs, and The Law Society has stated
that nationally consistent pricing results in lower administrative costs.””

Much of the costs relate to building national infrastructure and PEXA’s ‘supply chains’ to customers
are generally not jurisdictional-specific, therefore the costs are not jurisdiction-specific. In turn this
means that:

e there would be no economic efficiency benefits in setting jurisdiction-specific prices (in fact,
there may be disbenefits or perverse outcomes) — particularly as such prices would need to be
determined via a complex cost allocation exercise, where there is no clear first best approach
to such allocation; and

e jurisdictional-specific prices would add undue administrative cost to PEXA and customers.

Nevertheless, it is possible that differences in Revenue Office charges and differing Regulator-General
decisions about the pass through of government agency charges such as NECDS fees will ultimately
compel PEXA to implement jurisdiction-specific pricing in order to recover costs imposed on it. This
would be a sub-optimal outcome relative to allowing pass through of these charges to nationally
consistent prices for the reasons outlined above. PEXA and financial institutions would incur
additional costs to adapt their systems to levy jurisdiction-specific charges.

5.2 Fee levels to recover PEXA’s efficient costs

The previous chapter provided an overview of the efficient building block costs of supplying ELNO
services in Australia over the three-year period of 2026-27 to 2028-29.

As outlined in Section 6 below, PEXA proposes a three-year pricing or ‘regulatory’ period, from 2026-
27 to 2028-29. To allow PEXA to recover efficient building block costs over this three-year period, the
ELNO fees need to increase by 1.8% per annum plus CPI for FY27-29. PEXA considers this is a modest
real increase in fees — particularly as they have remained unchanged in real terms since 2014, while
there have been substantial uplifts in platform functionality, reliability and security.

Lower prices would not allow PEXA to recover the efficient costs, and therefore significantly
compromise the level and quality of eConveyancing services to customers.

77 PEXA, Response to IPART Draft Report, Review of the Pricing Framework for Electronic Conveyancing Services in NSW,
2019, p 49.
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However, as outlined below, to allow for potential competition in the provision of eConveyancing
services, this 1.8% pa real increase in prices should be considered the minimum required real fee
increase over the 2026-27 to 2028-29 period.

5.3 Fees that allow for competition

As outlined above, at a minimum, ELNO service fees need to increase by 1.8% per annum plus CPI for
FY27-29 to enable PEXA to recover the efficient costs of providing eConveyancing services.

Given IPART’s ToR requires it to consider supporting and promoting competition, there is a strong
case to allow fees to increase above these levels. This is because the prices per transaction of an
efficient ELNO will vary with its market share, as was recognised by IPART in its 2019 review of ELNO
service fees.

This case for providing a margin above fees that would allow PEXA to recover the efficient costs at its
current market share is consistent with:

e |PART's ToR for this review, which requires it to consider, amongst other factors, “Supporting
and promoting competition in the ELNO market”

e |PART's 2019 review of ELNO service fees, which recognise that efficient costs vary with market
share

e Economic regulators’ approaches to supporting competition in other sectors (as outlined
below).

5.3.1 PEXA'’s efficient building block costs and prices under different market shares

Without scale, new entrants would likely find it difficult to recover their costs under the proposed
fees. PEXA would also not be able to recover its efficient costs under these proposed fees if its
volumes were less than forecast (e.g., due to a loss of market share arising from competition).

In its 2019 Final Report on its review of ELNO service fees, IPART recognised that price modelling is
very sensitive to market share assumptions (while also noting the problem with IPART setting prices
based on an assumed market share).

If the regulated price is set too low (i.e., to prevent the recovery of efficient costs of sunk
investments, upcoming efficient investments and efficient operating costs), then PEXA would be
unable to recover its efficient costs and there would be little incentive for other firms to follow PEXA’s
entry into the market. This would compromise the delivery of services to customers and stunt the
development of a competitive market by stifling further investment in innovation.

PEXA notes that efficient costs of providing ELNO services are relatively fixed with respect to market
share/volume assumptions, LSS COGS being a noticeable exception. Accordingly, the market
share/volume assumptions impact the implied prices that allow the recovery of forecast efficient
costs.

Table 26 below shows the efficient building block costs (notional revenue requirement) and the real
fee changes that are needed relative to the current fee levels to recover these costs over the next

three years. [
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With significant policy and regulatory efforts to promote competition, ||| ENNEGEGEGEGEGE

. At the same time, efficient new entrants with a
smaller market share will need higher prices, at least for the foreseeable future, to be viable and
provide services to an appropriate standard. While new entrants will not incur all of the upfront
development and market establishment costs of PEXA, they will initially be disadvantaged by a lower
market share. Therefore, if prices are set too low, this would significantly compromise both PEXA’s
ability to meet the expectations of customers, and the viability of competition, and therefore the
eConveyancing sector more generally.

Table 26: Required changes to current prices to recover efficient costs ($’000, $2025-26)

NPV (FY27-29) 2026-27 2027-28 2028-29

5.3.2 Regulatory precedent for setting prices to allow for competition

There is regulatory precedent for setting prices with a margin to allow for competition —ie, a margin
above the efficient costs of a single monopoly supplier with scale significantly greater than that of
potential new entrants. Economic regulators, including IPART, have recognised that the efficiency
gains from competition over time can justify this margin for a period of time.

As outlined below, examples included regulated retail electricity prices and ‘wholesale’ water and
wastewater prices. In the 'wholesale’ water and wastewater example, IPART did not explicitly
increase retail prices to allow for competition, rather it favoured an approach to wholesale pricing
that provided a margin to new entrants above efficient costs to promote competition in recognition
that potential new entrants would not have the scale economies of Sydney Water and Hunter Water.
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Regulated retail electricity prices

Retail electricity prices are regulated in all Australian jurisdictions, despite most jurisdictions in
Australia having many active electricity retailers competing for customers. Price regulators have
recognised that, in markets characterised by competition, the regulation of retail electricity prices
must have regard to the effect of regulated prices on competition. This has led to the use of price
setting methodologies, and even the use of specific allowances, that are intended to ensure that
regulated prices will support competition.

The Default Market Offer (DMO) is the regulated price in New South Wales, South Australia and
south-east Queensland. The Australian Energy Regulator (AER) sets the DMO each year. The DMO is
intended to be set at a level that supports competition, as the ACCC has noted in its reviews of the
electricity market:”®

The Default Market Offer was not intended to be the lowest price, or close to the lowest price in
the market. It was intended to be set above the price for competitive acquisition offers to
maintain an incentive for customers to switch offers, and would ideally be used by only a small
number of consumers.

There are a number of ways that the AER’s annual determinations of the DMO provide for a price that
supports competition. The three key mechanisms are:

e the AER includes a specific amount for the costs of acquiring and retaining customers in a
competitive market (customer acquisition and retention costs);

e the AER calculates the wholesale electricity costs that retailers face by assuming an electricity
purchasing strategy that is consistent with the strategies of smaller, higher-cost retailers; and

e the AER includes a specific allowance to support competition (the competition allowance).

Customer acquisition and retention costs are the costs that retailers incur to compete for customers,
including the cost of advertising campaigns. An allowance for these costs is explicitly included in the
building block cost for the DMO price, meaning that regulated prices are higher as a result of the
inclusion of these costs of competing for customers.

Wholesale electricity costs are the costs that retailers face in buying the electricity they supply to
their customers. In calculating this allowance, the AER assumes that retailers are only supplying
electricity to regulated residential and small commercial customers, and that retailers only use
exchange-traded electricity derivatives to purchase this electricity. In practice, larger retailers supply
a broad mix of customers (including larger commercial and industrial customers), which provides
them with the opportunity to achieve lower average wholesale electricity costs. Larger retailers also
use purchasing options other than exchange-traded electricity derivatives (including long-term power
purchase agreements and ownership of electricity generators), which provides them the opportunity
to purchase electricity at lower cost. This approach to calculating the allowance for wholesale
electricity costs enables smaller retailers to profitably supply customers at the regulated price.

The competition allowance is determined based on the spread of retailers’ costs. Specifically, the AER
has stated that:”®

Many of the smaller retailers included in our information request do not exhibit the economies
of scale of the larger retailers and in some instances report costs to serve that are materially
higher than the weighted average of all retailers. As such, for the DMO 7 draft determination

78 ACCC, Inquiry into the National Electricity Market, December 2024 Report, page 26.
7 AER, Default market offer prices, Final determination, 26 May 2025, page 80.
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we determined to set the competition allowance such that retailers selling to 90% of the market
would be able to make a reasonable profit with the competition allowance included in the DMO
price.

The competition allowance forms part of the building block cost for the DMO price, meaning that
regulated prices are higher as a result of the inclusion of the competition allowance. PEXA notes,
however, that for its most recent DMO decision the AER calculated the competition allowance but
excluded it from the regulated price. This was because the AER determined that current
circumstances warranted giving greater weight to managing affordability than promoting
competition. If inflation continues to moderate, the AER will include the competition allowance in the
regulated price again in future DMO decisions.

The Victorian Default Offer (VDO) is the regulated price in Victoria. The Essential Services Commission
(ESC) sets the VDO each year. The ESC adopts a similar approach to setting the VDO to the approach
that the AER adopts to setting the DMO. Specifically, the ESC calculates the wholesale electricity cost
allowance assuming an electricity purchasing strategy that is consistent with the strategies of smaller,
higher-cost retailers and the ESC includes an allowance for customer acquisition and retention costs.
However, unlike the AER, the ESC does not include an additional competition allowance.

The result of these approaches by the AER and the ESC is that the DMO and the VDO are far from the
lowest price that most retailers are able to offer to their customers while recovering a reasonable
return on investment. This is evident from data collected by the ACCC, which summarises the number
of customers paying retail prices that are equal to, higher than, or lower than the DMO/VDO. Figure
19 and Figure 20 summarise price outcomes for residential customers on flat-rate tariffs and time-of-
use tariffs, respectively. Looking at the most recent data — from 2024 — shows that 62% of residential
customers on flat rate tariffs and 73% of residential customers on time-of-use tariffs, were on tariffs
that were lower than the regulated tariff. While outcomes vary from year to year, it is very
consistently the case that retailers make offers below the regulated price and that many customers, if
not the majority of customers, are on tariffs that are below the regulatory price. This reflects a
recognition that supporting competition requires tariffs that enable smaller new entrant retailers to
compete and, that if this occurs, competition can ultimately be relied upon to deliver efficient pricing
outcomes for customers.
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Figure 19: Prices paid by residential flat rate customers, compared to DMO/VDO
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Source: ACCC, Inquiry into the National Electricity Market, December 2024 Report, page 28.

Figure 20: Prices paid by residential time-of-use customers, compared to DMO/VDO
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Source: ACCC, Inquiry into the National Electricity Market, December 2024 Report, page 28.

IPART has not regulated retail electricity prices in NSW since prices were deregulated in 2014 (prior to
subsequently being re-regulated with the introduction of the DMO in 2019). However, when IPART
did regulate retail electricity prices, IPART adopted a similar approach to the AER and the ESC. In
respect of supporting competition, like the AER and the ESC, IPART calculated the wholesale
electricity cost allowance assuming an electricity purchasing strategy that is consistent with the
strategies of smaller, higher-cost retailers, and, like the AER and the ESC, IPART included an allowance
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for customer acquisition and retention costs. Indeed, IPART was very explicit about the allowance for
customer acquisition and retention costs being designed to support competition in the market:&

In making our determination, we have sought to strike a balance between efficient prices in the
short-term and the promotion of competition in the market. To this end, we have decided to set
regulated prices to:

e recover the estimated efficient costs incurred by Standard Retailers in supplying customers
on these prices in the short term, and

e continue to provide an incentive for retailers to compete and customers to engage in the
competitive market that reflects our estimate of the efficient costs of acquiring and
retaining customers in the market (such as sales costs, and discounts or other incentives to
entice customers onto market contracts)...

Including this CARC allowance in regulated prices at a level that creates an incentive for retailers
to compete in the market and for customers to seek out a better market offer is the ‘price’ of
promoting further competition and driving efficiency improvements in the longer term. Without
this, there would be little incentive for retailers to enter the market and compete for customers.
It also provides incentive for customers to engage in the market and seek out a product that best
suits them.

Wholesale water and wastewater prices to WIC Act licensees

In NSW, privately owned water utilities, licensed under the NSW Water Industry Competition Act, can
potentially compete with Sydney Water and Hunter Water to supply water and/or wastewater
services to end-use residential and non-residential customers.

These privately owned utilities can be supplied ‘wholesale’ water and/or wastewater services by
Sydney Water and Hunter Water, which they then on-sell to end-use customers (in competition or
potential competition with Sydney Water or Hunter Water).

IPART’s Final Report on its review of wholesale prices notes that IPART favours a ‘retail minus’
approach in regulating Sydney Water and Hunter Water’s prices to privately owned utilities for these
wholesale services. That is, the wholesale service would be charged the retail price Sydney Water or
Hunter Water would charge the end-use customers, less the value of the components of the supply
chain from the point of wholesale purchase to the supply to end use customers —which Sydney
Water or Hunter Water now avoid.

This ‘minus’ component could conceivably reflect the value of the actual costs Sydney Water or
Hunter Water avoid from not supplying end use customers from the wholesale connection points
onwards (towards the end-use customers). However, IPART has elected to instead base the value of
the ‘minus’ component on the costs a reasonably efficient (not totally efficient) new entrant would
incur in delivering these components of the supply chain.

The costs a reasonably efficient new entrant would incur are higher than the costs that Sydney Water
or Hunter Water would incur in delivering these components of the supply chain, given economies of
scale in water supply. This reasonably efficient approach therefore results in a higher ‘minus’ and
lower ‘retail minus’ wholesale price from Sydney Water or Hunter Water to the privately owned
utility, which promotes competition. IPART favours this approach even though it does not reflect the
lower efficient costs of the incumbent larger suppliers and therefore may lead to the entry of higher
cost new entrants/suppliers and hence higher retail prices to end-use customers for a period of time.

80 |PART, Review of regulated retail prices and charges for electricity, From 1 July 2013 to 30 June 2026, Final Report, June
2013, pages 8-10.
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It justifies this potential loss of efficiency, and potentially higher prices to end-use customers, over
the short to medium term on the basis that competition will bring significant benefits to customers
over the longer-term.

IPART explains its approach as follows:

The reasonably efficient competitor cost approach is based on determining the costs that a
reasonably efficient competitor would incur in delivering water and/or sewerage services from
the wholesale connection point to end users. This approach results in a larger minus - ie, a lower
wholesale price, than other approaches to calculating the minus components. These other
approaches include ‘as/equally efficient competitor’ costs (ie, the costs of a new entrant as
efficient as the wholesale service provider); avoided costs (actual costs that are avoided by the
wholesale service provider); or avoidable costs (costs that may be avoided by the wholesale
service provider) from no longer supplying end-use customers (as these are supplied by the
wholesale customer).

Using the reasonably efficient competitor cost approach assists entry to allow wholesale
customers to reach a competitive scale. This approach may sacrifice some immediate productive
efficiency for longer term dynamic efficiency gains from enhanced competition.

This approach should ensure that a reasonably efficient wholesale customer can enter the
market, while charging the retail prices of Sydney Water or Hunter Water. The reasonably
efficient competitor cost approach can be used in industries with increasing returns to scale,
which could benefit from competition. That is, where dynamic efficiencies are expected to be
realised.

In industries with increasing returns to scale, scale is a major impediment to entry. It would not
be feasible for a wholesale customer to replicate the scale economies available to Sydney Water
or Hunter Water immediately upon entry, particularly as they are largely restricted to new
growth areas. As such, an entrant could not reasonably be expected to match the retailing costs
of Sydney Water and Hunter Water in the short-term.

In these instances, entry could be assisted to allow wholesale customers to reach a competitive
scale, where the benefits of competition can be realised. That is, potentially sacrificing some
immediate productive efficiency for longer term dynamic efficiency gains. We note that greater
competition for the market could create a stronger incentive for Sydney Water and Hunter Water
to reduce their costs of servicing new developments, increasing productive efficiency even if
actual entry did not occur.

Over time, as the market develops and wholesale customers have had an opportunity to grow
and experience economies of scale, there would be a case to transition away from the
reasonably efficient competitor cost approach towards the as efficient competitor costs
approach.”

81 |PART, Prices for wholesale water and sewerage services, Sydney Water Corporation and Hunter Water Corporation, Final
Report, June 2017, p 49-50.
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6  Adjusting and reviewing ELNO service fees over time

The previous chapter outlined that, at a minimum, the ELNO service fees need to increase by 1.8% pa
plus CPI for FY27-29 to allow PEXA to recover the efficient costs of supplying eConveyancing services

over FY27 to FY29. However, this increase will need to be higher if there is some allowance made for

competition (as required under IPART’s ToR).

This chapter considers how these fees should be adjusted and reviewed over time.

Key messages

e ELNO service fees should next be reviewed three-years after this review, as this strikes a
reasonable balance between:

o providing sufficient price stability and investment certainty to customers and ELNOs
(incumbents and potential new entrants) and minimising regulatory burden (which
supports a longer period), and

o recognising the sector, ELNO services and the demands on these services from
regulators and customers is continuing to evolve, which generates forecasting risk
beyond 2028-29 (which supports a shorter period).

e Inthe meantime:

o maximum ELNO service fees should increase by at least 1.8% per annum in real terms
to allow PEXA to recover its efficient costs of service provision — as outlined in the
previous chapter

o inaddition to the ‘real’ fee increase, there should be provision to adjust fees each year
for CPI inflation

o the cost pass through provisions of the Model Operating Requirements (MORs) should
be retained to ensure ELNOs can recover their efficient costs

o there should be flexibility to charge for new ELNO services if they emerge.

6.1 The next review of ELNO service fees (3 years)

In Chapters 4 and 5, respectively, we presented estimates of the efficient building block costs of
providing ELNO services over 2026-27 to 2028-29 and the real free increase that would enable PEXA
to recover these costs over this period (1.8% pa plus CPl over FY27-29) — albeit, to allow for
competition, it should be considered as the minimum required fee increase.

PEXA considers that ELNO fees should next be reviewed in 3 years, in 2028-29, for fees to apply from
1 July 2029. This 3-year period would strike a reasonable balance between:

e providing sufficient price stability and investment certainty to the sector, including for
incumbents and potential new entrant ELNOs;

e minimising regulatory burden and cost to all stakeholders; and

e recognising the sector, ELNO services and the demands on these services from regulators and
customers is continuing to evolve, which generates forecasting risk beyond 2028-29.
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However, the proposed 3-year pricing period is contingent on there being adequate mechanisms in
place to address uncontrollable changes in efficient costs during the period. This includes:

e maintenance of the cost pass through provisions of the Model Operating Requirements
(MORs), which are discussed below

e the ability for ELNOs to develop and price new, unforeseen services in response to customers’
needs (also discussed below)

e arequirement for ARNECC to consider any requests from an ELNO for an earlier price review
(eg, in response to unforeseen material changes in efficient costs during the period, which are
significant enough to justify the costs and uncertainty of bringing forward the price review).

PEXA also notes that if there is another review of ELNO service fees (eg, in 3 years), it should revisit
the question of whether fee regulation or oversight is still required. For example, it may be that
competition is of a level that makes policy makers and regulators comfortable that fee regulation or
oversight is not required. Alternatively, it may be relevant for the industry to consider an
arrangement similar to the ASX’s ‘Cash Equities Clearing, Settlement and Issuer Services Pricing
Policy’, which is effectively a yearly self-reporting framework based on a cost building block method.®

6.2 Adjusting fees for annual changes to CPI

Any determination or regulation of fees should allow for annual, CPl indexation of fees to ensure that
targeted fees levels are achieved in real terms and not eroded by CPI inflation.

For example, in Chapter 4, the efficient building block cost for the 3-year period of 2026-27 to 2028-
29 was presented. However, these costs are in 2025-26 dollars. Therefore, to enable recovery of
these costs, before allowing for competition, the ELNO service fees would need to increase by 1.8%
pa plus CPI for FY27-FY29.

6.3 Maintaining the cost pass through provisions of the MOR

The Model Operating Requirements (MORs) include cost pass through provisions. For example, under
section 5.4.4 of the MORs, ELNOs may request the Registrar’s approval for changes to prices due to
changes to costs arising from:

e changes to insurance premiums payable due to changes in the insurance policy the ELNO is
required to hold under Operating Requirement 4.7.2

e changesin law
e additional fees or costs imposed by the Registrar, Land Registry or government agency

e additional fees, charges or costs imposed on an ELNO to operate an ELN.

Such cost pass through provisions are effective in dealing with costs that:

e cannot be forecast with accuracy in advance to include in upfront forecasts of efficient opex
and capex to be recovered in initially set ELNO service fees

e cannot be reasonably avoided or controlled by ELNOs

e are efficiently incurred in delivering ELNO services.

Consistent with this position, cost pass throughs are applied in other economic regulatory
frameworks to deal with costs arising from similar events in a similar way. This includes, for example,

82 Cash Equities Clearing, Settlement and Issuer Services Pricing Policy
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the Australian Energy Regulator’s (AER’s) framework for regulating the prices of electricity
distributors.

In the absence such cost pass through provisions, an ELNO would have to

e estimate potential efficient costs arising from such changes/events over a pricing period,
which would be significantly uncertain, as the frequency of such events are uncertain, as are
the changes in efficient costs arising from them; or

e wait until the next price review or reset to adjust its prices to reflect these changes in costs —
which would mean the ELNO under-recovers its efficient costs for a period of time (which may
impact on service levels, and therefore is not in the long-term interests of customers), or there
would be significant regulatory and administrative costs incurred in bringing forward a price
review to allow for the inclusion of these changes in costs in prices.

Further, as changes in costs arising from these events are beyond the reasonable control of ELNOs,
there are no incentive or efficiency benefits of exposing them to these cost risks. Therefore, if there
are not such cost pass through provisions in place, the ELNO is potentially exposed to windfall losses
(with efficient costs greater than its revenue) arising from events beyond its control — which is not in
the long-term interests of customers, given potential impacts on service levels over time.

PEXA also notes that the cost pass through provisions in the MORs are an established feature of the
regulatory framework. Removing them would create a worrying precedent, unnecessarily and
inefficiently increasing cost recovery uncertainty — for no benefit.

PEXA therefore proposes that the cost pass through provision of the MORs be retained as an
important mechanism to deal with cost uncertainty arising from events beyond the reasonable
control of ELNOs and to ensure that ELNO service fees can recover the efficient costs of supplying
ELNO services.

6.4 Accounting for new services

IPART’s 2019 Final Report on its review of prices for eConveyancing outlines a framework for dealing
with the potential regulation of prices for new eConveyancing services that may emerge between
price reviews (or within a pricing period).

Under this framework, if an ELNO proposes to introduce new services, it may either:

e Submit cost-reflective prices to the ARNECC based on a building block methodology or another
reasonable method for demonstrating efficient costs. Maximum prices should be
communicated to the regulator four weeks before they are effective. The ELNO should also
provide a notice explaining how these costs were estimated.

e Provide evidence to the regulator’s satisfaction that the market for the new services is
sufficiently competitive to maintain fair prices without regulatory oversight. If competitiveness
is established, prices will not be regulated.

PEXA considers this framework is reasonable, although the default should be for no regulation (given
that such a service would have been developed in response to customer needs and PEXA’s position in
general that a light-handed approach to regulation should be applied to this sector), at least until the
next major price review — unless a strong case is provided otherwise.
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Appendix A — Transaction Volumes
Forecasting transfers

In 2023, Frontier Economics was commissioned by PEXA to prepare forecasts of housing sales to
improve internal business planning and processes. Frontier Economics teamed up with Marc Chan,
Professor of Econometrics at the University of Melbourne, and Chris Leishman, Professor of Property
and Housing Economics at the University of South Australia, to develop a forecasting model for
property transfers in Australia.

Frontier Economics used time-series regression models to forecast property transfers. The dependent
variable that Frontier Economics forecast was the quarterly number of property transfers, as
published by the ABS. At the time Frontier Economics developed the econometric models, quarterly
data on property transfers was available from Q3 2003 to Q3 2022 (providing 77 quarterly
observations in total).

The focus in developing the econometric models was to identify key economic drivers of the number
of property transfers, and to use these economic drivers as inputs into the forecast models. Separate
econometric models were investigated for each state/territory, to enable the models for each
state/territory to reflect different drivers.

An extensive model selection process was undertaken to identify the most appropriate econometric
model specification. The focus of this selection process was to identify models that achieve a high
explanatory power and are robust against errors such as overfitting. The selection process involved
fitting historical transfers for different states/territories with different combinations of explanatory
variables and with different transformations applied.
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(N
Forecasts of eConveyancing transactions for each state/territory.

Forecasts®® of eConveyancing transactions for each state/territory are provided Tables 30 to 37.

83 FY25 market volumes based on PEXA forecast. Since the time of modelling, actual market volumes have become available and are 4.386m. This is reflected in PEXA’s FY25 Annual Report.
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16 November 2025

Jennifer Vincent

Director, IPART

Overview of changes between submission on 3™ October 2025 and revised submission on 16"

November 2025

Dear Jennifer,

This note is an addendum to PEXA’s revised submission to the NSW Independent Pricing and
Regulatory Tribunal’s (IPART’s) review of ELNO service fees from 16th November 2025.

As previously noted, during the compilation of IPART’s ‘information request’ file, we realised a few
issues in the original submission, including the inadvertent exclusion of a few cost items when
determining the ELNO service fee request. In the revised version submitted on 14th November the
identified issues have been addressed.

The appendix to this letter provides an overview of changes between the submission on 3rd October
2025 and revised submission on 16th November 2025.

We apologise for the inconvenience and thank IPART for accepting the revised submission which will
ensure alignment between PEXA’s response to IPART’s Issues Paper and PEXA’s ‘information request’
response.

If you have any questions or concerns, please contact me on mail or ||

Sincerely,

Thomas Hansen

General Manager, Economic Regulation



Appendix: Overview of changes between submission on 3™ October 2025 and revised submission
on 16" November 2025

Summary of key changes:

Section | Page \ Old
1.4 11

Comment

2.6% 3.6% Alternative to the proposed price increase. % to

recover same revenue in NPV terms in 2026-27
only, with CPI thereafter.

SFAENET Bl

271 30 [NEEE [N |-

344 52 Ref A Ref A Figure 15: No change to FY26 results but FY25
reference points for Fl have been corrected

4 57 H H .
I

4 57 I | ]

4.2 64 H H .
I

4.2 64 Ref B Ref B Table 8: Overview of PEXA’s efficient building
blocks
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I
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4.4.1 67 Ref C Ref C Table 10: Actual and forecast opex

4.4.2 69 Ref D Ref D Figure 16: Controllable operating expenses
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443 70 Ref E Ref E Table 11: Operating expenditure for 2024-25
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[
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443 71 I I ...
I

4.4.5 74 Ref F Ref F Table 12: Step changes in opex

4.4.5 79 n.a. n.a. Wording update: Non-labour costs are expected
to decrease in 2026-2027, 2027-2028, and in
2028-2029

451 (82 [ I |
I

4.5.1 82 I B B

4.5.1 82 I I I

45.1 82 Ref G Ref G Table 13: PEXA’s RAB

4.6 84 Ref H Ref H Table 14: actual and forecast capital expenditure




4.6.1 85 [ ]

4.6.1 85 [ ]

4.6.1 85 [ ]

4.6.1 85 Ref | Ref | Table 15: actual and forecast capital expenditure
FY23-FY26

4.6.2 93 Ref J Ref ) Table 17: actual and forecast capital expenditure

4.6.2 92 I
4.6.2 92 B

4.7 105 Ref K Ref K Table 20: Return on assets

4.8 104 Ref L Ref L Table 21: Asset’s lives

4.8 105 Ref M Ref M Table 22: Return of assets

4.9 105 Ref N Ref N Table 23: Working capital allowance
4.10 107 Ref O Ref O Table 25: Tax allowance

5.3.1 110 | )

5.3.1 111 Ref O Ref O Table 26: Required changes to current pricing to
recover efficient costs
Note 1: It is noted that all references to the proposed price over and above CPI from FY27-29 are

now reflected as 1.8%, rather than the previously proposed 1.3%.

Note 2: n.a. means not applicable

Changes in Figures and Tables:

Ref A: Figure 15: Brand Heath metrics

Original: Revised:

Ref B: Table 8: Overview of PEXA's efficient building blocks

Original:






[11 To estimate the return on capital for FY26 we apply the WACC for the FY27-FY29 regulatory period.

Ref C: Table 10: Actual and forecast opex

Original:

Revised:



https://auc-word-edit.officeapps.live.com/we/wordeditorframe.aspx?ui=en-US&rs=en-US&wopisrc=https%3A%2F%2Fpexa.sharepoint.com%2Fsites%2FFinance-FPnATeamWorkings%2F_vti_bin%2Fwopi.ashx%2Ffiles%2Fcf5823813eab4ff688afabab7aa7bbc3&wdenableroaming=1&mscc=1&hid=76D9D9A1-C0B5-6000-1F66-E9F8A57A2889.0&uih=sharepointcom&wdlcid=en-US&jsapi=1&jsapiver=v2&corrid=7525205b-e891-1da0-e66e-6efdd9cca964&usid=7525205b-e891-1da0-e66e-6efdd9cca964&newsession=1&sftc=1&uihit=docaspx&muv=1&ats=PairwiseBroker&cac=1&sams=1&mtf=1&sfp=1&sdp=1&hch=1&hwfh=1&dchat=1&sc=%7B%22pmo%22%3A%22https%3A%2F%2Fpexa.sharepoint.com%22%2C%22pmshare%22%3Atrue%7D&ctp=LeastProtected&rct=Normal&wdorigin=BrowserReload&afdflight=72&csiro=1&instantedit=1&wopicomplete=1&wdredirectionreason=Unified_SingleFlush#_ftnref1

Ref D: Figure 16: Controllable operating expenses




Ref E: Table 11: Operating expenditure for 2024-25

Original:

Revised:

Ref F: Table 12: Step changes in opex

Original:



Revised:

Ref G: Table 13: PEXA’s RAB

Original:



Revised:

Ref H: Table 14: actual and forecast capital expenditure

Original:



Revised:

Ref I: Table 15: actual and forecast capital expenditure FY23-FY26

Original:




Ref J: Table 17: actual and forecast capital expenditure

Original:



Ref K: Table 20: Return on assets

Original:




Ref L: Table 21: PEXA’s asset lives

Original:

2 For the avoidance of doubt, the long-term risk-free rate and debt margin is determined using a full trailing average.
3 |PART, Final Report — Equity beta method, August 2020,
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™1 For the avoidance of doubt, the long-term risk-free rate and debt margin is determined using a full trailing average.
72 |PART, Final Report — Equity beta method, August 2020.

Ref M: Table 22: Return of assets

Original:

Revised:



Ref N: Table 23: Working capital allowance

Original:

Revised:

Ref O: Table 25: Tax allowance

Original:

Ref P: Table 26: Required changes to current pricing to recover efficient costs

Original:
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