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Presenters:

e Camilla Bullock, CEQ, EPAA

Dr. Brad Pragnell, EPAA Ambassador and Senior Policy Advisor, EPAA

Umar Faruqui, Director, Bank of Canada

Chris Oborn, Director, Commonwealth Treasury

Anna Zhou, Director, Commonwealth Treasury

Troy Gill, Senior Manager, Payments Policy Department, Reserve Bank of Australia

Agenda:

e Introduction to Member Executive Briefings

e Panel Discussion on Global Trends in Payments Policy
e Updates from Various Regulatory Bodies

e Q&A Session

Introduction to Member Executive Briefings

EPAA are pleased to introduce a new platform exclusive for members to be informed
about, and engage with, the payments industry.

Member Executive Briefings aim to provide EPAA members access to policy leaders,
regulators, and official bodies in an interactive setting. These forums encourage
participant engagement and welcome questions and contributions from all
attendees.
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Panel Discussion
Upcoming implementation of the Retail Payments Activities Act in Canada:

e The four main parts of the new Act (scheduled for November):

registration,

reporting (both annual and incidents),

o operational risk management requirements, and
o safeguarding and use of funds.

e The Act establishes a registration regime rather than a licensing regime,
meaning that firms will be required to register with the Bank of Canada without
undergoing detailed assessments or vetting.

e The application of the Act is extraterritorial meaning that Payment Service
Providers (PSPs) offering services to individuals or businesses in Canada,
regardless of their location, will fall under the Act's jurisdiction.

e Educational resources are available on the Bank of Canada's website, such as
self-assessment guides and FAQs, aimed at helping stakeholders understand
the Act's requirements. Additionally, there are expanded communication
efforts to engage with potential stakeholders effectively.

o

(¢]

Modernization of the regulatory framework and payment systems in Australia:

e The government has committed to
introducing legislation on payment service
providers by the end of the year.
Consultation papers have been released,
and feedback from stakeholders is being
considered for the next steps.

e An exposure draft of the legislation will be
released for public consultation in the
second half of the year.

e There will be a transition period after the
legislation is passed.

e Updated regulatory guidance will be
provided to assist payment service
providers in meeting  the new
requirements.

e Legislation is before Parliament to expand
the payment system regulation to include
emerging systems and technologies like
mobile wallets and buy now pay later.
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e Efforts are underway to move away from legacy payment systems to modern
systems. Consultation processes have been conducted regarding the
transition plan for legacy systems, and feedback is being considered to
inform the government's approach.

e Specific focus is on transitioning from legacy check systems and bulk
electronic clearing systems to newer systems like the New Payments
Platform (NPP).

e The intention to move away from the Bulk Electronic Clearing System (BECS)
by 2030 has been announced, with a focus on understanding industry
readiness and requirements for the transition.

Key changes and developments related to the Reserve Bank of Australia (RBA)
and its regulatory framework for payment systems.

e The upcoming reform of the Payment
Systems Regulation Act (PSRA), is aimed
at expanding the RBA's regulatory remit
to include all entities involved in
facilitating payments, including fintechs
and big tech companies. The reform
seeks to update regulations to
accommodate the evolving payment
landscape experienced during the past
two decades. There will also be new
powers for the government to intervene
on issues of national significance.

¢ Following the passage of these reforms,
the RBA plans to conduct a
comprehensive  review of  retail
payments regulations, focusing on
issues such as competition, efficiency,

and safety.
e This review will involve consultation with stakeholders and may lead to

regulatory changes, but implementation is not expected before 2025. Some
specific issues flagged for review include competition and efficiency concerns
related to mobile wallets, small business payment costs, and surcharging
practices, particularly concerning "buy now pay later" providers.
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Closing thoughts in terms of both regulatory challenges and what industry can
do to help address them.

e The Bank of Canada faces challenges in the new role of supervising Payment
Service Providers (PSPs) with the learning curve involved. Adjustments include
hiring staff with expertise in supervision and litigation rather than solely
economics or finance backgrounds. They anticipate supervising over 2500 PSPs
and with diverse nature, ranging from those organisations who are unfamiliar
with supervision to large, competent firms. Both regulators and PSPs must
adapt to this new regime, which may vary in sophistication. implementing
effective safety, reliability, security, and accountability measures will hopefully
foster innovation and competition. The goal is a level playing field within the
Canadian ecosystem and even beyond its jurisdiction.

e One of the main challenges faced by Treasury and other policymakers,
regulators, and the payments industry is keeping up with the rapid evolution of
payment systems and new technologies. There is a need for regulations to be
future-proof and technology-neutral. Policymakers aim to ensure that
regulations accommodate advancements in the payments landscape.
Regulators, like the Bank of Canada, must upscale their staff to effectively
oversee new regulations, such as the proposed common access regime.
Industry players are navigating a new landscape and will benefit from updated
regulatory guidance. Learning from the experiences of other jurisdictions, such
as Canada, to inform their approach.

e The RBA faces challenges regarding an
expanded regulatory review, particularly in
engaging a broader range of stakeholders
and addressing various competition,
efficiency, and safety issues. In particular,
prioritizing and  determining  where
regulatory intervention can have the most
significant impact is getting focus. It is
important to design a regulatory response
that is technology-neutral, forward-looking,
and avoids unintended consequences or
regulatory arbitrage. Additionally, staying
informed about global developments and
regulatory responses in other jurisdictions
is deemed essential for effective decision-
making.
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Q & A from members in attendance:

Q: How are global trends incorporated in payment regulations when designing
local policy frameworks, particularly in Australia, where one of the objectives
is to be internationally competitive? And how can industry associations like
EPAA contribute to shaping policy frameworks to maintain global consistency?

A: It's important to consider global trends while tailoring regulations to local contexts
and fostering collaboration between regulators and industry stakeholders.

Benchmarking against other jurisdictions and fostering dialogue between
stakeholders and regulators should always be considered. Specifically, the Australian
Government is focusing on streamlining regulations while tailoring them to the
Australian market. Staying informed about global developments and balancing
international competitiveness with domestic needs is essential.

In addition, industry involvement is always significant in providing constructive
feedback and shaping regulatory frameworks.

Q: Please provide an update on the ASSB (Authorized Standard Setting Body)
proposal, part of the consultation process from the previous year.

A: The ASSB is part of the Payments Licensing PSP Providers response. Treasury have
received valuable feedback which is being reviewed post-consultation on the
authorized testing body framework and they are still working through the
submissions and engaging with stakeholders. They acknowledge the need to address
several aspects with ACCC. Treasury encourages stakeholders to share additional
thoughts and mention that they are still processing updates amidst a busy program
to deliver by the end of the year.

Q: Can you briefly describe the pilot program that the Bank of Canada intends
to run for Payment Service Providers (PSP) registration? It provides an
interesting approach in terms of how the regulator can gather information and
fine-tune the registration process.

A: The Bank of Canada is implementing a new regime to supervise PSPs, marking a
shift from its traditional focus on monetary policy and financial stability. As part of
this transition, they have developed a new IT solution called “PSP Connect” to
facilitate supervision.
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To test this system and refine their processes, the Bank is conducting a pilot program
starting on April 9th, which will run for about a month and a half. They invited
volunteer PSPs to participate in the pilot, with 53 PSPs currently involved. During the
pilot, PSPs will log in, set up their registration forms, and the Bank will use this
opportunity to test both the interface and internal processes. This pilot program is
crucial for the Bank's preparations before the official launch of the supervision
regime in November. More information about the pilot and the supervision regime
can be found on the Bank of Canada website.

Q: Mobile wallets are an area where the RBA will be doing some further policy
work. Please provide more background and commentary in terms of what
specifically is the bank looking at exploring in respect to mobile wallet issues?

A: There are three key areas the RBA is keen to investigate:

e transparency of fees charged by mobile wallet providers,

e the ability of issuers to pass on these fees to cardholders, and

e access to near field communication (NFC) technology within mobile
wallets.

There are concerns about competition, consumer visibility of fees, and implications
for innovation and services provided to customers. The RBA is monitoring global
developments, such as the US Department of Justice's action against Apple and
actions in Europe to open up access to NFC technology and consulting with
international counterparts.

Q: One of the items that was in the Treasury payments consultation paper last
year was the ePayments code which plays an important role in the regulation
of electronic payment facilities in Australia. Please provide any updates around
the ePayments code related issues.

A: There was consultation on the ePayments code last year, with general agreement
that a revised code should be mandated. Legislation will be introduced this year to
enable the mandate, but specific details of the code will be addressed later through
consultation, likely aligning with the Australian government's payment strategy plan.
Regulations for the revised code are expected to be putin place in 2025 to 2026.
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Q: Please elaborate on the current focus of RBA investigations into
surcharging, particularly regarding its expansion beyond buy now pay later,
and provide insight into the broader scope of this examination?

A: There is a growing dissatisfaction among certain segments of the population
regarding surcharging, which is evident in media discussions and public sentiment.
The surcharging framework was established during a time when cash was
predominant, but now most payments are made using cards. This shift in payment
behavior has contributed to increased awareness and discontent with surcharging.

Consumer behavior has changed, making it less feasible to avoid surcharges by using
cash. This necessitates a re-evaluation of the surcharging framework to
accommodate these shifts in consumer preferences.

Despite consumer dissatisfaction, there is a recognition of the strong economic
rationale behind surcharging, including the benefits it brings to merchants.
Accordingly, there is a need to review and potentially modify the existing framework
to better align with current circumstances and address consumer concerns.

One possible change being considered is to exempt low-cost payment methods from
surcharging while allowing it for more expensive methods. This aims to balance the
need for price signaling and competitive pressure while accommodating the
changing payment landscape.

Further evaluation is required to determine the effectiveness and implications of
proposed changes in the surcharging framework. This includes considering
consumer concerns alongside broader economic objectives.
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Conclusion

This was the first of a series of Member Executive Briefings that EPAA intends to host
to give members access to policy leaders, regulators, and official bodies in an
interactive setting. These forums encourage participant engagement and welcome
qguestions and contributions from all attendees.

EPAA welcomes feedback from our members regarding topics and content, areas of
interest as well as guest speakers that you would like us to organise for you.

Please contact danelle.denny@emergingpaymentsasia.org with your suggestions.
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