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A. INTRODUCTION

1 I am the Banking Services Portfolio Lead of the Australia and New Zealand Banking Group 

Limited (ANZ) and I am authorised to make this statement on ANZ’s behalf.

2 This document has been prepared in support of the application by Industry Committee 

Administration Pty Ltd for authorisation on behalf of the shareholders of BPAY Group Holding 

Pty Ltd (BPAY Holdco), the members of eftpos Payments Australia Limited (eftpos) and the 

shareholders of NPP Australia Limited (NPPA) who were members of Industry Committee at 

all relevant times, and by NewCo once it is incorporated, to acquire shares in NewCo and for 

NewCo to acquire shares in each of BPAY Group Pty Ltd and BPAY Pty Ltd (together BPAY 
Opco), eftpos and NPPA (the Application).

3 Exhibited to me at the time of signing this statement are two bundles of documents, one 

marked “Confidential Exhibit ND-1” and the other marked “Exhibit ND-2”. Where in this 

statement I refer to tabs in Confidential Exhibit ND-1, I am referring to the tabs of Confidential 

Exhibit ND-1. ANZ claims confidentiality over Confidential Exhibit ND-1. Where in this 

statement I refer to tabs in Exhibit ND-2,1 am referring to the tabs of Exhibit ND-2

4 The matters set out in this statement are based on my knowledge of ANZ’s operations, my 

review of ANZ’s business records, my participation in ANZ’s Leadership Team, my 

involvement with ANZ’s business, and my knowledge of the payments industry in Australia.

For the purposes of the preparation of this statement, where matters were not within my own 

knowledge, I have reviewed documents of ANZ so as to provide me with an understanding 

about the matters referred to below, and have made inquiries of the following ANZ employees:

• Jason McAllister, Product Owner, Australia Retail & Commercial;

• Jackie Kallman, COE Lead - Payments Industry;

• Endriko Winata, Tribe Lead, Partnership and Customer Engagement, Australia Retail & 

Commercial;

• Carolyn Young, Head of Domestic Payments, Institutional;

• Alan Huse, Head of Product Management, Transaction Banking; and

• Alicia Aitken, Head of Investment Management.

B. ANZ

5 ANZ is a financial services group that provides a comprehensive and integrated range of 

banking and financial services including wealth management throughout Australia and New 

Zealand, with branches located in Asia, the United Kingdom and the United States.
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6 ANZ’s structure comprises six divisions:

(a) Australia Retail & Commercial (AR&C), which services ANZ’s retail, commercial and 

private banking customers across Australia.

(b) Corporate Centre, which are the areas of the business that service the organisation 

globally, including Risk, Finance, Communications and Public Affairs, Internal Audit 

and Talent & Culture. Each functional head is a direct report of the Group CEO.

(c) Digital Banking, which leads the strategic development and delivery of a superior 

digital experience for the bank’s customers and staff. Digital Banking is responsible 

for driving a Group-wide digital culture by broadening ANZ’s approach to innovation, 
experimentation, streamlining and automating processes. This includes digital 

projects and strategic relationships with the FinTech sector.

(d) Institutional, which services global institutional and corporate customers across three 

product sets: Transaction Banking, Corporate Finance and Markets.

(e) Enterprise Services, which incorporates:

i our Service Centres in Manila, Bengaluru and Chengdu, which provide 

operational support;

ii the Banking Services Portfolio, which oversees and delivers payments 

services and processing, as well as Open Banking to our customers; and

iii the Command Centre, which monitors the health of the bank’s most critical 

services and leads the company-wide response to incidents.

(f) New Zealand, which operates across the entire spectrum of financial services and 

comprises some of New Zealand's best known financial brands encompassing ANZ, 

Bonus Bonds, ANZ Securities and ANZ Investments.

C. ANZ’S INTERFACE WITH BPAY, EFTPOS AND NPPA

ANZ’s customers interface with BPAY, EFTPOS and NPPA

7 ANZ’s customers use ANZ channels and products to access payments and receivables 

services provided by BPAY, NPPA and eftpos, and ANZ pays BPAY, NPPA and eftpos fees 

for providing those services to ANZ customers.

8 ANZ does not expect that the way in which customers interface with BPAY, NPPA and eftpos 

will change as a result of the proposed amalgamation.
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BPAY

9 ANZ customers can make digital BPAY payments using ANZ Retail and Institutional digital 

platforms including Internet Banking, ANZ App, ANZ Transactive Global, and ANZ Fileactive.

10 When an ANZ customer initiates a BPAY payment, the entered Biller Code and format of the 

Customer Reference Number (CRN) are validated against a library of biller codes and their 

associated CRN check-digit routines. The BPAY payment is then routed through ANZ’s core 

payment processing systems and released for clearing to BPAY.

11 The following table provides [Confidential to ANZ]

NPPA

12 ANZ’s retail and commercial customers can choose the ‘Pay Anyone’ payment option on 

internet banking or the ANZ mobile app and enter a payee’s PaylD (typically a mobile number 

or email address) or the more traditional BSB and Account Number. ANZ will attempt to send 

the payment via the New Payments Platform (NPP), then reroute to Direct Entry if the 

payment is ineligible for or unsuccessful via NPP.1 Once payment is successfully cleared, 

settled and posted by the recipient bank / account (typically in under a minute), the recipient / 

payee customer receives a notification.

13 Institutional customers can choose to make NPP payments to a PaylD or BSB and Account 

Number through wholesale digital platforms including ANZ Transactive Global (internet 

banking), and ANZ Fileactive.

14 Once instructions are received by ANZ to make a payment on behalf of a customer using the 

NPP, they are routed through ANZ’s core processing systems, and cleared in near real time 

via the NPP basic infrastructure, and settled using the Reserve Bank of Australia’s (RBA)

Fast Settlement System (FSS).

15 The following table provides [Confidential to ANZ]

Eftpos

16 Eftpos in-store purchase payments can be made using ANZ’s Access (eftpos) or dual-network 

(Visa / eftpos) cards at merchant point of sale (POS) terminals.

17 The cardholder’s payment is cleared in near real time and funds are settled with the 

merchant’s bank (Acquirer) through end-of-day batch settlement.

18 ANZ dual-network debit cardholders can make online recurring payments using eftpos with 

certain merchants.

1 Please note, this excludes PaylD payments, which are NPP-only.
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19 ANZ dual-network debit cardholders can also choose to make near real time peer-to-peer 

(P2P) payments using the Beem It app, where the money is withdrawn using the international 

scheme from the Payer and deposited into the payee’s account via the eftpos network.

20 The following table provides [Confidential to ANZ]

21 The increases in eftpos’ scheme fees and the rebates it offered to the banks over the past 5 

financial years support the delivery of new eftpos capabilities. These new eftpos services 

included:

(a) card on file; and

(b) tokenisation.

D. ANZ’S INTERNAL DECISION MAKING PROCESSES

Investment process

22 ANZ has an established investment planning process, which has an annual cycle, pursuant to 

which major investments are proposed, prioritised and funded based on their alignment to 

ANZ’s strategy. This is depicted in [Confidential to ANZ]

23 However, the large majority of requests for support or investment in service offerings from 

BPAY, eftpos, and NPPA are evaluated and prioritised within ANZ’s business divisions before 

making any formal investment requests at the Enterprise level.

24 Typically, when a new payments initiative is at an early, conceptual stage, the payment 

scheme developing a new solution will approach ANZ representatives for bilateral discussions 

with ANZ representatives in order to test ANZ’s appetite to support the new initiative.

25 Proposals for new payments initiatives at the conceptual stage are considered by 

representatives within ANZ’s divisions, depending on whether the initiative is, for example, 

consumer focussed (in which case it is considered by members within the AR&C division) or 

business-centric (in which case it is considered within the Institutional division).

26 It is common for divisional representatives of ANZ, or one of NPPA, BPAY or eftpos, not to 

proceed with a new payments initiative at an early, conceptual stage following bilateral 

discussions referenced in Paragraph 24. Some of these proposals are documented and 

costed, but others are little more than “whiteboard sketches” or high level concepts. Few 

initiatives are sufficiently developed to reach a commercial business-case assessment. 

Typically, there are only a handful of ANZ employees who, under non-disclosure agreements, 

are aware of these ideas at all.
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27 Once a new payments initiative has passed the conceptual stage, the process referred to in 

Paragraph 23 will apply. The time, effort and cost involved in this process will vary depending 

on the circumstances of each case.

28 The decision whether to adopt a new payments initiative is not solely determined by the merits 

of the proposed solution. There is an element of regulatory direction in ANZ’s decision making 

process:

(a) The RBA often encourages the industry to adopt eftpos and NPP initiatives; and

(b) NPPA Board can mandate members to adopt certain new solutions and/or make 

changes.

For example, in June 2019 the RBA requested that NPPA commit to an ambitious and 

implementable road map, and that participants should prioritise the roll-out of NPP services to 

their entire customer base and address any functionality gaps that existed at the time in their 

customer offerings.2

ANZ representatives and decision making process

29 Broadly speaking, teams and individuals who deal with each of the three entities include:

(a) ANZ’s nominee directors (one per entity);

(b) ANZ’s shareholder representatives (one per entity);

(c) ANZ’s decision / advisory committee and working group representatives (the 

individuals involved and the composition of the group(s) will depend on the nature of 

the engagement); and

(d) Operational SMEs for day to day interactions.

30 [Confidential to ANZ]

31 ANZ representatives are often bound by confidentiality obligations imposed by BPAY, eftpos 

and NPPA at the initial stages of conceptualisation and influence, so they are restricted from 

sharing details of proposed developments or changes within ANZ until they are progressed, in 

most cases, to a point of implied commitment. This means that the representatives are unable 

to compare proposed developments across BPAY, eftpos and NPPA to evaluate which 

proposal would best meet customer needs.

2 Please see Tab 1 of Exhibit ND-2 - Reserve Bank of Australia, NPP Functionality and Access Consultation: 
Conclusions Paper, June 2019.
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E. CASE STUDY - DIRECT DEBIT ALTERNATIVES - CONSIDERING NPP, BPAY AND 

EFTPOS SOLUTIONS

Background

32 The development of the NPP over the course of 2014-2018 meant an intensive industry focus 

on the modernization of credit payments, with a particular focus on credit (also referred to as 

“push”) payments.

33 In 2017, NPP Participants turned their attention to considering how best to bring direct debit 

(“pull”) functionality into the 21st century. Because debits are “pull” transactions, they come 

with a different set of risks and increased requirement for security and authentication.

34 Rather than build a debit message on the NPP infrastructure (as a means of enabling direct 

debit-like functionality) in a similar way to the credit message, the Debit Alternatives Working 

Group convened in March in 2017 and agreed that a facilitated push payment (a “request to 

pay”) with customer consent would provide a better, more secure experience.

Broadening the solution scope

35 As this working group had been convened by NPPA, the solutions considered were naturally 

NPP-centric. However, at the point that the solution design, labelled as the Consent 

Management Service (CMS), went to tender and was costed, reservations were raised within 

the Debit Alternatives Working Group that perhaps the industry was addressing the customer 

problem with a very narrow technical lens. Recognising these limitations, allowances were 

made within the NPP solution to incorporate alternate payment sources and establish hybrid 

products.

Considering alternative solutions

36 Through this period of exploration and design, there was increasing recognition that the NPP 

infrastructure was not the only technology available to facilitate a debit. Establishing new 

payment types is difficult given the size and technical nature of the end to end ecosystem, 
relying on businesses and consumers to adopt the new method on a large scale in order to 

achieve the level of ubiquity required to embed a new payment behaviour. This was 

particularly true given the NPP solution was in its infancy and still building its network and 

reach.

37 There was no opportunity for the industry to have the broader conversation on the optimum 

way to deliver these requirements to the customer. NPPA had modern IS020022-based 

infrastructure and an incentive to increase volumes but lacked the adoption and reach. As an 

overlay service, BPAY needed the participants to build the Osko Request to Pay service 

within their channels simultaneously, but it had limited commercial application without a

9
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consent standard. And eftpos had the potential to deliver many of the benefits of direct debit 

functionality through its infrastructure, particularly with scheme tokenization implemented. 

Other obligations, such as the Consumer Data Right, were also factored into consideration of 

how the debit requirement could be solutioned and brought to market.

38 Both BPAY and eftpos proposed alternative solutions, which were considered to varying 

degrees. But there was no appropriate forum for the industry, and those institutions who 

would have to adopt and offer the services to their customers, to come together to discuss all 

of the options and endorse a recommendation.

The outcome: NPPA’s solution was mandated

39 Ultimately the NPPA Board voted to make their Mandate Payments Solution (MPS) (formerly 

the CMS) a Mandatory requirement, and the RBA communicated its strong support for this 

decision.

Timeline

40 [Confidential to ANZ]

41 [Confidential to ANZ]

42 [Confidential to ANZ]

43 [Confidential to ANZ]

44 [Confidential to ANZ]

45 [Confidential to ANZ]

46 [Confidential to ANZ]

47 [Confidential to ANZ]

48 [Confidential to ANZ]

49 [Confidential to ANZ]

50 [Confidential to ANZ]

51 [Confidential to ANZ]

52 [Confidential to ANZ]

53 [Confidential to ANZ]
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STRANDED ASSETS

The value in any given payment solution lies in how useful it is for the customer. If the 

payment solution is not able to be utilised by customers where they want to make a payment, 

they will not use it. In other words, the desirability of a payments solution to end users 

depends on net adoption of the solution by payments providers. A payments solution needs to 

achieve a significant network effect in order for it to be useful for customers and successful 

generally.

Therefore, one of the first questions asked in any decision to consider a new payments 

innovation proposal is: ‘what is the expected adoption or uptake of the solution across the 

payments industry?’

For example, if ANZ were the only bank to decide to implement Osko 3 (Request to Pay), then 

only ANZ customers who:
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(a) are paying other ANZ customers; or

(b) are being paid by other ANZ customers; 

would be able to use the service.

This is not a viable or desirable outcome for the end user - be they biller or payer.

The following tables [Confidential to ANZ]

[Confidential to ANZ]

[Confidential to ANZ]

[Confidential to ANZ]

[Confidential to ANZ]

[Confidential to ANZ]

POTENTIAL BENEFITS FOR THEM FROM THE PROPOSED AMALGAMATION

ANZ supports the amalgamation because it will:

(a) make the three entities more sustainable through improved coordination by a single 

governance structure;

(b) enable a more focused and better sequenced payments service delivery roadmap for 

ANZ and its counterparts; and

(c) ultimately benefit end users by creating clarity, increasing speed to market and 

ensuring solutions are implemented ubiquitously across the payments network.

The proposed amalgamation is likely to reduce contention for investment and resourcing by 

ANZ, which will enable ANZ to focus its limited resources on delivering priority payments 
initiatives more quickly than in the current environment where three different entities make 

multiple proposals to ANZ which are at various stages of development at any one time.

In addition to reducing the time that it takes to bring a new payments innovation to market, the 

proposed amalgamation will also assist to streamline and co-ordinate deployment of new 

solutions to market. Because payment solutions need to be adopted broadly across the 

industry in order for them to be effective for consumers (i.e. a payments initiative adopted by 

ANZ alone is of very limited use), it is useful for the payments industry to be aligned in their 

delivery of a new payments solution across the market.

12
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82 These benefits are facilitated by a coherent, strategic roadmap for investment in payments 

services, enabling each initiative to be delivered ubiquitously across the network and deliver 

its full potential benefit as a result of network effects.

83 This is in contrast to the current approach pursuant to which the network effect relies on 

alignment of each financial institution’s decision making and divisional priorities. Institutions 

naturally prioritise initiatives differently, leading to fragmentation and slower time to market.

84 ANZ’s ability to support new innovations and services is made less efficient and effective due 

to the lack of any coordinated strategy and sequencing across the multiple payment systems 

by the operators of those systems.

85 Separate operations, infrastructure and compliance obligations are still warranted for the 

different payment services - the services have different propositions, user and risk profiles, 

and established footprint and network effect - this is appropriate given the differing 

propositions, however this does not negate the benefit in a more cohesive and efficient 

approach to formulating domestic payments roadmap at an industry (or even participant) 

level.

86 Additionally, the availability of “discretionary funds” is frequently impacted by higher priority 

regulatory and compliance obligations and initiatives, leaving little room for multiple non

mandatory initiatives to be delivered in parallel. This is evidenced in [Confidential to ANZ].

H. COUNTERFACTUAL

87 Absent the amalgamation, as the payments landscape continues to evolve rapidly over the 

next few years, the focus of each entity on a single piece of infrastructure rather than the full 

set of domestic retail payment “rails” will mean that they are limited in their ability to innovate 

effectively.

88 Each of the entities will likely see slower payments innovation and poorer customer 

experience due to this network fragmentation, new market entrants, and inability to keep up 

with rapidly changing customer expectations.

89 As capability development is expanded within each of the entities, the need for increased 

investment by common shareholders and members will ultimately result in more diluted 

support from the industry.

90 Ultimately the end users will have access to service offerings which have failed to consider 

the range of available infrastructure and solutions best suited to address a particular need.
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eftpos’ proposed two entity model

91 ANZ does not consider eftpos’ proposed operating entity model would be as beneficial as the 

proposed amalgamation.

92 The benefit of amalgamation is the ability for the merged entity to take a strategic and 

coordinated approach to the domestic payments roadmap, and importantly make decisions 

more efficiently in order to bring innovation and choice that is desirable to customers.

93 This ability to look across the systems enables the entity to determine the right solution for the 

customer problem. In some cases, this may continue to mean investment in both card and 

A2A systems, while in others, it may be that investment in one over the other makes more 

sense.

94 As technology evolves and customer interaction is increasingly digital, we believe the use 

cases addressed by cards and account-to-account will converge. Our observation as a 

service provider is that customers are concerned with making and receiving payments in the 

fastest, most secure and cost-effective way available, rather than the mechanism by which the 

payment is fulfilled.

Signature on behalf of Australia and New Zealand Banking Group Limited

Name of witness 

Date of signature

Nigel Dobson, Banking Services Portfolio Lead 

12 March 2021
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1. Introduction 

1.1 Background 

The New Payments Platform (NPP), launched in February 2018, is a fast retail payments system 

developed by a consortium of 13 financial institutions, including the Reserve Bank. The NPP provides 

the clearing and settlement infrastructure through which financial institutions can provide their 

household, business and government customers with the ability to make fast, versatile and data-rich 

payments on a 24/7 basis. Utilising the Fast Settlement Service (FSS) provided by the Reserve Bank, 

payments through the NPP are settled between financial institutions in real-time, which enables 

financial institutions to provide immediate funds availability to payment recipients. 

This report presents the conclusions from a public consultation on NPP access and functionality that 

the Reserve Bank has undertaken with input and assistance from the Australian Competition and 

Consumer Commission (ACCC). The consultation was undertaken for three main reasons. First, the 

Reserve Bank had committed to reviewing the operation of the NPP sometime after its launch. The 

2017 Annual Report of the Payments System Board noted that ‘at some point after the NPP is 

operational, it will be appropriate for the Payments System Board to assess how well the strategic 

objectives [that prompted the development of the NPP] have been met’.1 

Second, the Productivity Commission’s 2018 report into competition in the Australian financial system 

raised some concerns and made recommendations about the NPP.2 For example, the Commission 

expressed concerns that the role of the incumbent financial institutions in the governance structure of 

NPPA could give rise to conflicts of interest that may impede access for new entrants and undermine 

competition. Among other things, the report recommended that: 

 the Payments System Board should impose an access regime on the NPP, to ensure widespread 

access of both financial system providers and consumers 

 the ACCC and the Payments System Board should investigate different ways to improve the 

functionality of the NPP to promote competition. 

Finally, the Reserve Bank and the ACCC were aware that some entities had expressed concerns (some 

of which were covered in the Productivity Commission’s report) that the services offered through the 

NPP, or the ways of accessing the NPP, did not meet their needs. For example, some businesses had 

expressed a desire to undertake ‘pull payments’, such as direct debits, a service that is not yet 

available through the NPP. In other cases, entities had argued that the requirements to become a 

direct participant in the NPP were unnecessarily burdensome. 

                                                           
1  Payments System Board (2017), ‘Annual Report’, August, p. 40. 
2  Productivity Commission (2018), ‘Competition in the Australian Financial System’, Inquiry Report No. 89, June, 

available at <https://www.pc.gov.au/inquiries/completed/financial-system/report>. 

https://www.rba.gov.au/publications/annual-reports/psb/2017/strategic-priorities-for-the-reserve-banks-payments-work.html


 

2 RESERVE BANK OF AUSTRALIA 

1.2 The Role of the Reserve Bank 

The Reserve Bank is the principal regulator of the Australian payments system. Under the Reserve 

Bank Act 1959, the Payments System Board is responsible for determining the Bank’s payments 

system policy. The Board is required to do this in a way that will best contribute to controlling risk in 

the financial system; promoting the efficiency of the payments system; and promoting competition in 

the market for payment services. The Bank has a number of powers to pursue these goals, including 

the ability to ‘designate’ a payment system as being subject to its regulation and then to impose 

standards and/or an access regime on that system or on participants in that system if warranted on 

public interest grounds. The Bank’s Payments Policy Department advises the Payments System Board 

in the discharge of these responsibilities. 

Aside from its interest in the NPP from a policy perspective, the Reserve Bank was involved in the 

development of the NPP and plays a number of roles in the ongoing operation and governance of the 

NPP: 

 The Bank is one of the 13 financial institutions that funded the development of the NPP and is a 

shareholder of NPP Australia Limited (NPPA), a public company that owns and operates the NPP. 

 The Bank is a direct participant in the NPP in its capacity as a transactional banker to the 

Australian Government and its Departments and agencies. The Bank provides NPP services to its 

government clients, including the ability to make real-time payments and collect public monies 

via NPP payments to government accounts. These services are provided by the Reserve Bank’s 

Banking Department. The Bank does not offer any banking or related services, including NPP-

related services, to the public or non-government commercial entities. 

 The Bank built and operates the FSS, which provides real-time settlement of NPP transactions 

between financial institutions on a 24/7 basis. The Bank’s Payments Settlements Department has 

responsibility for this function. Settlement services are provided to NPP participants under a 

contractual arrangement with the Bank. 

 In recognition of the importance of the FSS to the operation of the NPP, the NPPA Shareholders’ 

Agreement gives the Bank the right to appoint a director to the Board of NPPA. The Bank has 

exercised this right and appointed the Head of its Payments Settlements Department as a 

director of NPPA. 

Given the duties of the Bank as regulator of the payments system and its involvement in the NPP from 

an operational perspective, the Payments System Board has approved internal governance 

arrangements for the Bank’s involvement with the NPP to ensure consistency with the Board’s policy 

objectives and to manage any potential conflicts of interest. These arrangements, which cover issues 

such as information sharing and the role of the RBA-appointed director of NPPA, are set out in a 

Memorandum of Understanding (MOU) between the Bank and NPPA.3 

The consultation on NPP access and functionality was conducted by the Bank’s Payments Policy 

Department under the auspices of the Payments System Board. It was conducted independently of 

those parts of the Bank that are involved in the operation of the NPP and in a manner that is 

consistent with the arrangements set out in the Bank/NPPA MOU. 

                                                           
3  See: https://www.rba.gov.au/payments-and-infrastructure/payments-system-regulation/npp-mou.html 

https://www.rba.gov.au/payments-and-infrastructure/payments-system-regulation/npp-mou.html
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1.3 The Role of the ACCC 

The ACCC is an independent statutory authority that administers the Competition and Consumer Act 

2010 and other Acts. It works to promote effective competition and fair trading in the market place to 

benefit consumers, business and the community, and efficiency in the delivery of certain 

infrastructure services. 

As the competition regulator, the ACCC has expertise with competition issues including the exercise of 

market power, problems caused by market structures, and developing regulatory solutions. In the 

ACCC’s experience, competitive pressure in a market generally promotes lower prices, increased 

efficiencies and innovation, and better quality services. The ACCC has publicly and strongly advocated 

the need for competitive market structures and appropriate regulatory frameworks, relating 

specifically to access and pricing, to be in place for infrastructure with monopoly characteristics, such 

as the NPP. Several areas of the ACCC deal with issues relating to financial services, including its 

recently formed Financial Services Competition Branch. Its Infrastructure Regulation Division and 

Adjudication Branch also regularly deal with issues relating to financial services. 

In this consultation, the ACCC provided input and assistance to the Bank on access issues, and 

participated in consultation meetings with stakeholders. The ACCC supports the conclusions reached 

by the Bank in this report and notes the vital importance of monitoring and future review of the 

issues raised by industry. The ACCC agrees that issues raised in this consultation need to be addressed 

and considers that these issues are likely to be addressed through the changes recommended by this 

report. Accordingly, the ACCC agrees with the report’s conclusion not to recommend the imposition 

of an access regime on the NPP at this time.  

However, the ACCC considers it is important that the report’s recommendations are implemented as 

per the dates specified in this report, or earlier if practicable. It supports the recommendation for 

NPPA to respond to the report with its plans for action, and the Reserve Bank’s commitment to 

monitor progress towards implementation. 

The ACCC also considers that reviewing the effectiveness of these recommendations in addressing 

stated issues is essential, and that regulation and an access regime should remain an option if stated 

issues remain. The ACCC therefore supports the view that the Bank (with the ACCC’s involvement) will 

commence a further review of access and functionality issues (and the need for regulation) by end 

July 2021. 

In April 2017, the ACCC authorised several of the provisions of the NPP rules relating to the rights of 

NPPA to suspend and terminate NPP membership, membership eligibility criteria and the obligation 

to settle payments via the Reserve Bank's Fast Settlement Service.4 These provisions may have 

otherwise breached certain of the competition provisions under the Competition and Consumer Act 

2010, because they involve agreements between businesses which may be considered to be 

competitors. The ACCC can grant authorisation if it is satisfied that the likely public benefits outweigh 

the likely public detriments. If certain of the authorised provisions require amendment as a result of 

                                                           
4  See: ACCC (2017), ‘Determination – Applications for authorisation lodged by NPP Australia Limited in respect of 

certain provisions of the New Payments Platform Regulations’, 5 April, available at: 
https://www.accc.gov.au/system/files/public-registers/documents/D17%2B43242.pdf. The suspension and 
termination provisions were authorised for a period of five years, while the provisions on eligibility requirements 
and settlement obligations were authorised for perpetuity. 

https://www.accc.gov.au/system/files/public-registers/documents/D17%2B43242.pdf
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changes made in response to this document, NPPA may need to seek a variation to the authorisation 

from the ACCC. 

1.4 The Consultation Process 

The Reserve Bank published a consultation document in October 2018 that provided the background 

and motivation for the consultation and invited feedback from stakeholders on issues relating to the 

functionality and access arrangements for the NPP.5 In particular, the consultation invited views on 

whether the various ways of accessing the NPP, and their associated technical and other eligibility 

requirements, are adequate for different business models, or whether other forms of access or 

eligibility requirements may be justified. In total, the Bank received 19 written submissions to the 

consultation from a range of stakeholders including payments companies, banks, technology and 

financial industry bodies, fintechs, consultants, an academic and some members of the public.6 NPPA 

provided a written submission. Between February and March, the Reserve Bank and the ACCC held 17 

meetings with stakeholders in Melbourne and Sydney, including with most of those who provided 

written submissions. The Bank and the ACCC also consulted with the Australian Securities and 

Investments Commission (ASIC) and the Australian Prudential Regulation Authority (APRA). 

1.5 Recommendations 

This report makes a number of recommendations, which are listed below for convenience. The Bank 

believes that if these recommendations are fully implemented by NPPA and its participants, this 

should address the issues and policy concerns covered in this report. The Bank will, with the 

assistance of the ACCC, conduct another review commencing no later than July 2021. This review 

could take place earlier if the Bank becomes aware of significant issues or concerns regarding NPP 

access or functionality. If the Bank assesses that there has been insufficient progress in addressing the 

recommendations made in this report, it will closely consider the case for regulation via standards 

mandating functionality or an access regime imposed on the NPP and its participants. 
 

Functionality and Overlay Services 

 NPP participants should prioritise the roll-out of NPP services to their entire customer base and 
address any functionality gaps that currently exist in their customer offerings. 

 Starting no later than end September 2019, NPPA should periodically publish a roadmap of the 
additional NPP functionality it has agreed to develop and the expected time period over which it 
will be delivered. The roadmap should be updated at least semi-annually. 

 By end December 2019, NPPA should introduce a power for its Board to mandate that specified 
NPP core capabilities must be supported by NPP participants within a specific period of time, 
with an enforceable sanctions regime (including possible financial penalties) to apply if 
participants do not comply. 

 By end September 2019, NPPA should publish its process for assessing potential overlay services, 
including how confidential information on the plans of potential overlay service providers will be 
controlled and the respective roles and responsibilities of the NPPA management, independent 
directors and the broader NPPA Board in approving overlay services. 

 

                                                           
5  See RBA (2018), ‘New Payments Platform Functionality and Access: Consultation’, October 2018. 
6  Non-confidential submissions are available here: https://www.rba.gov.au/payments-and-infrastructure/new-

payments-platform/submissions/  

https://www.rba.gov.au/payments-and-infrastructure/new-payments-platform/functionality-and-access-consultation.html
https://www.rba.gov.au/payments-and-infrastructure/new-payments-platform/submissions/
https://www.rba.gov.au/payments-and-infrastructure/new-payments-platform/submissions/
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Access to the NPP 

The ADI Requirement for Participants 

 Direct access to the NPP should be open to a range of payments services providers. NPPA should 
assess and report on options for amending the NPP Regulations, and other arrangements, to 
allow for an entity that is not an ADI to potentially become an NPP Participant. The participation 
of non-ADIs would be subject to requirements appropriately tailored and calibrated to the key 
risk and operational considerations essential for participation in the NPP. NPPA should: 

– by end October 2019, submit to the Bank and the ACCC an assessment of options for 
revised participation requirements for non-ADI participants 

– by end March 2020, implement any revised participation requirements for non-ADI 
participants. 

The Shareholding Requirement for Participants 

 By end December 2019, NPPA should introduce more gradation into the shareholding 
requirement by creating at least one additional lower band, so that subscription requirements 
can be more closely tied to an entity’s size or expected contribution to NPP transaction volumes.  

 By end December 2019, NPPA should establish an access route for direct participation that is 
based either on acquiring shares in instalments or on periodic subscription or membership fees, 
rather than the upfront purchase of shares. 

 By end December 2019, NPPA should consider allowing NPP participant applicants that did not 
exist when the NPPA was being developed to subscribe to a lower amount of shares than usual.  

NPPA Governance 

 NPPA should appoint a third independent director by end September 2019. 

 By end December 2019, NPPA should review its arrangements for applications for access as a 
participant, connected institution or overlay service provider. Where an application has been 
rejected by the NPPA Board, or by NPPA management during its initial assessment, the applicant 
should be able to ask for a review of the decision by an Evaluation Panel. The Evaluation Panel 
should be comprised of three independent directors and two independent external experts 
appointed by the three independent directors. The Panel should have the binding power to 
overturn the earlier denial of an application if it decides that the applicant has met all of the 
eligibility requirements and also the power to ask NPPA to review the access criteria if it believes 
the criteria impose unreasonable conditions. 

 At least once a year, NPPA should publish a report of the number of applications for access that 
it received during the preceding year, the outcomes of those applications, and a summary of the 
key reasons in cases where applications were ultimately not supported by the NPPA Board. The 
first report should cover the financial year ending June 2019. 

 NPPA should notify the Reserve Bank’s Payments Policy Department within one week whenever 
an application for access to the NPP (as a participant or connected institution) is not supported 
by NPPA’s Board. 

NPP Transaction Fees 

 From its first pricing review after July 2019, NPPA should publish data on its wholesale 
transaction pricing. Prior to the introduction of full cost-recovery pricing, NPPA should publish 
the wholesale transaction fee that would be implied by full cost-recovery pricing. Following the 
introduction of full cost-recovery pricing, it should publish its wholesale transaction fee and the 
methodology it has used to determine that fee. 
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2. The Development and Initial Operations of 

the NPP 

The NPP is a fast retail payments system, developed over more than five years from inception to 

launch. It was developed to address a number of gaps in Australia’s retail payments system that the 

Reserve Bank had identified in the conclusions to its 2010–2012 Strategic Review of Innovation in the 

Payments System. The development of the NPP was a major, and costly, project for the industry that 

involved significant cooperation between the 13 initial participating financial institutions, including 

the Reserve Bank. In addition to building the NPP itself, the participant banks had to develop and 

upgrade their internal systems to support the platform, including to allow posting to customer 

accounts in real time, and the Reserve Bank had to build a new real-time settlement system for retail 

payments. Since its public launch in February 2018, payment volumes through the NPP have been 

growing steadily as participants have progressively rolled out fast payment services to their 

customers, though the speed at which some banks have enabled NPP services for their customers has 

been somewhat slower than was initially expected. 

2.1 Development of the NPP7 

In 2010 the Payments System Board initiated the Strategic Review of Innovation in the Payments 

System. This was motivated by growing evidence that the payment services provided to end-users in 

Australia were falling behind the services available to end-users in many other countries. The 

objective of the Review was to identify areas in which innovation in the Australian payments system 

could be improved through more effective cooperation between stakeholders and regulators. 

From 2010 to 2012, the Reserve Bank consulted with the payments industry and other key 

stakeholders and assessed the degree of payment system innovation in Australia and overseas. The 

Bank found that collaborative innovation, where institutions work together to improve the underlying 

payments system infrastructure, had proved difficult in Australia. The Bank also found that this 

difficulty was affecting the ability of financial institutions to innovate and provide new and better 

payments services to their customers. Accordingly, the Bank concluded that there were market 

failures preventing, or significantly delaying, certain types of cooperative innovation that would be in 

the public interest. 

In the conclusions to the Review, published in mid-2012, the Bank identified a number of specific gaps 

in the payments system that it anticipated would become increasingly problematic in the years to 

come.8 To help overcome industry coordination failures, the Bank decided to set strategic objectives 

for the payments system and encourage the industry to find the best ways to meet them. Reflecting 

                                                           
7  The material in this section draws on Richards T (2018), ’An update on Australia’s New Payments Platform’, Speech 

to the Chicago Payments Symposium, 3 October and Richards T (2014), ‘The Path to Innovation in Payments 
Infrastructure in Australia’, Speech to the Chicago Payments Symposium, 26 September. 

8  See RBA (2012), ‘Strategic Review of Innovation in the Payments System: Conclusions’, June. 

https://www.rba.gov.au/speeches/2018/sp-so-2018-10-03.html
https://www.rba.gov.au/speeches/2014/sp-so-260914.html
https://www.rba.gov.au/speeches/2014/sp-so-260914.html
https://www.rba.gov.au/payments-and-infrastructure/payments-system-regulation/past-regulatory-reviews/strategic-review-of-innovation-in-the-payments-system/conclusions/
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the functionality gaps identified in the Review, the Bank initially set a number of strategic objectives 

that were likely to require the industry to build a new payment system. These objectives were to 

provide end-users of the payments system with:  

 the ability to make real-time retail (or low-value) payments – that is, payments where the 

recipient has visibility and use of the funds in seconds rather than hours or days 

 the ability to make and receive retail payments outside of normal banking hours – ideally on a 

24/7 basis 

 the ability to send more complete remittance information with payments than is available in the 

18 characters that can be transmitted with a Direct Entry payment – ideally using the more 

flexible and modern ISO 20022 international messaging standard 

 the ability to address payments in a relatively simple way, such as to an email address or a phone 

number – rather than using Bank-State-Branch (BSB) and account numbers which require the 

sender to correctly enter up to 15 digits. 

The Australian Payments Network, the payments industry association, coordinated the industry’s 

response to the conclusions from the Review.9 A Real-Time Payments Committee composed of 

industry representatives was established to prepare a detailed proposal for a new payments 

infrastructure, later named the New Payments Platform, which could meet the strategic objectives 

that had been set by the Bank. This proposal was presented to, and subsequently endorsed by, the 

Payments System Board in February 2013, eight months after the release of the conclusions paper 

from the Review. Following this, the industry established a Steering Committee to take the project 

forward and invited the Reserve Bank to contribute two representatives, one representing its policy 

function and one from its settlements infrastructure area. 

The industry contracted KPMG to manage the project and, during the next year and a half, worked on 

project planning, the development of business requirements and the tenders for service providers. 

Financial institutions were then invited to subscribe as shareholders of NPP Australia Limited (NPPA), 

a new company established to operate the NPP as a mutually-owned utility infrastructure. In 

December 2014, a consortium of 13 institutions, including the Reserve Bank, agreed to fund the build 

and operation of the infrastructure to support the NPP and became NPPA’s founding shareholders. 

SWIFT was soon after contracted by NPPA to build the NPP’s Basic Infrastructure and BPAY was 

selected to build the platform’s first overlay service (see below). 

Parallel with the industry’s work to build the NPP, the Reserve Bank worked to build the Fast 

Settlement Service (FSS), which would enable the settlement of individual NPP transactions in real 

time across Exchange Settlement Accounts (ESAs) that financial institutions hold at the Bank. In 

addition to building the settlement infrastructure, the Bank had to upgrade its processes and physical 

infrastructure to support the 24/7 operations required for the NPP. Since transactions are settled in 

the FSS overnight and on weekends, when the interbank cash market is closed, the Bank also worked 

with NPP participants to put in place suitable liquidity mechanisms to support the smooth operation 

of the NPP. 

                                                           
9  The Australian Payments Network was at the time known as the Australian Payments Clearing Association (APCA). 
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2.2 NPP Architecture10 

The NPP is a distributed system that has two main components: the NPP ‘Basic Infrastructure’ and the 

Reserve Bank’s FSS (Figure 1). 

Figure 1: NPP Infrastructure and Payment Processing 

 

The NPP Basic Infrastructure (BI) is an industry utility owned by NPPA and operated by SWIFT under a 

long-term contract with NPPA. It includes a new domestic SWIFT messaging network connecting 

participants to each other and to the FSS. Participants connect via payment gateways, which route 

ISO 20022-format messages between themselves and the FSS.11 Notably, the BI is a distributed 

network with no central message switch, which enhances the resilience of the system. The payment 

gateways are located within each participant’s data centres and each participant is responsible for 

their safe and reliable operation. 

The BI also includes an Addressing Service, which is a centralised database where participants can 

register a customer’s transaction account and link it to an identifier or ‘alias’ called a PayID, which 

may be a phone number, email address or Australian Business Number. Instead of having to key in a 

BSB and account number, payers are able to direct their payments to the more easily remembered 

PayID of the payee that has been registered in the Addressing Service. The platform provides 

confirmation of the payee’s legal account name to the payer prior to the payment being authorised, 

to further reduce the risk of misdirected payments. 

The FSS is a separate service of RITS, which is the Reserve Bank’s existing real-time gross settlement 

(RTGS) system for large-value payments. The FSS facilitates the real-time, irrevocable and 

unconditional settlement of each NPP payment across the ESAs of the relevant NPP participants. 

There is no netting or batching and payments are settled line-by-line in real time. As a result, payee 

                                                           
10  A more detailed description of the structure of the NPP can be found in Rush A and R Louw (2018), ‘The New 

Payments Platform and Fast Settlement Service’, RBA Bulletin, September. 
11  ISO 20022 is a global and open standard for payment messaging that supports a range of message types and a large 

amount of both structured and unstructured data.  
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https://www.rba.gov.au/publications/bulletin/2018/sep/the-new-payments-platform-and-fast-settlement-service.html
https://www.rba.gov.au/publications/bulletin/2018/sep/the-new-payments-platform-and-fast-settlement-service.html
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financial institutions can make funds available to the recipient customer immediately, without 

incurring settlement or credit risk. 

‘Overlay services’ are another important aspect of the NPP structure. These will be commercial 

payment services that leverage the BI and the ability to make real-time, data-rich and easily 

addressed payments. They may be simple rule-books that set standards for how participants handle 

certain payments (e.g. speed of posting, what data travels with the payment and what the end-user 

customer experience is), or they may be more complex payment solutions that involve new message 

types and interactions with external entities or databases. The first overlay service that launched 

alongside the NPP was developed by BPAY and is branded as Osko. This is a basic person-to-person 

credit transfer (‘push payment’) service with the ability to include up to 280 characters of data that 

participants make available to their customers via their existing internet and/or mobile banking 

channels.12 The Osko service includes specific rules relating to the end-user experience, including 

obligations on how quickly funds must be posted to the payee’s account and informing users of the 

status of the payment. 

The layered architecture of the NPP was designed to promote competition and innovation in the 

development of overlay services without the need to make frequent or significant technical changes 

to the BI. NPP participants can choose to subscribe to particular overlay services according to the 

needs of their customers or other commercial interests. While the Osko service was developed so that 

there would be a compelling reason to use the NPP when it launched, the expectation was that 

additional overlay services would be developed over time that may be tailored to particular payment 

use cases or customer needs. In fact, when the NPP was being developed, there was agreement 

between participants that BPAY would eventually extend the capabilities of Osko. The intention was 

to provide ‘request-to-pay’ functionality and the ability to send a document (such as a PDF) with a 

payment, services that are likely to be particularly useful for businesses.13 However, as discussed 

further below, these services are yet to be delivered and no other overlay services have been 

developed as yet. 

2.3 Access to the NPP 

Most end-users of payment services, such as households, businesses and government entities, will 

access NPP functionality (i.e. the ability to send and receive payments) through services provided on a 

commercial basis by the financial institutions where they maintain their accounts. The NPP was 

specifically designed to be ‘open access’ and support participation from a range of businesses across 

the payments ecosystem wanting to offer NPP services to their customers. NPPA’s constitution states 

that an objective of NPPA is to ‘operate the NPP in a manner that promotes the public interest’, 

including by ‘facilitating fair access to the NPP as mutually owned utility infrastructure’ and ‘ensuring 

ongoing investment in the NPP to meet the changing needs of financial institutions and users of the 

Australian payments system.’ 

                                                           
12  BPAY was selected in 2014 to develop the first overlay service for the NPP as a result of a competitive tender 

process that was managed by the NPP project manager, KPMG. 
13  In this context, ‘request-to-pay’ functionality refers to the ability of an entity to send a payment request to a payer 

through the NPP, which the payer could then choose to accept to automatically execute a credit transfer from their 
account to the payee’s account. This functionality would be similar to the current direct debit functionality, except 
that the payer would need to approve each payment request. This service may be particularly useful for a business 
wanting to use the NPP to send a notification to its customers of a pending invoice with a request to pay and 
provide a convenient way for the customer to pay through the NPP. 
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There are a number of ways that entities can access the central infrastructure, which cater for 

different business models and objectives. NPPA has established graduated and risk-based eligibility 

criteria that apply to each access method, which aim to balance the desire to encourage participation 

against the need to maintain the safety and security of the real-time payments infrastructure.14 There 

are four ways that businesses can connect to the NPP: 

 Direct participants connect to the NPP directly using their own NPP payment gateway. They are 

required to be licensed as an authorised deposit-taking institution (ADI) or restricted ADI (RADI) 

by APRA and meet any associated prudential and operational standards imposed by APRA. They 

must hold an ESA at the Reserve Bank and become a shareholder (and subscribe to shares) in 

NPPA. They must also meet various technical requirements set by NPPA for establishing and 

operating an NPP payment gateway. The decision to admit a new participant is ultimately a 

decision of the NPPA Board, but the Board has provided delegations to NPPA management for a 

large part of the assessment of new applications. In addition to being able to clear and settle 

payments through the NPP, direct participants can offer indirect connectivity to the NPP for 

other entities. Currently, there are nine direct participants – the four major banks, Macquarie 

Bank, the Reserve Bank (via its Banking Department) and three ‘aggregators’ (Cuscal, ASL and 

Indue) that provide connectivity for a range of indirect participants and identified institutions.15 

 Indirect participants connect to the NPP using a direct participant’s NPP payment gateway, but 

otherwise have the same capabilities as direct participants. Indirect participants are also 

required to be an ADI (or RADI), hold an ESA at the Reserve Bank, and become shareholders in 

NPPA. This type of access may suit, for example, a smaller bank that does not need or want to 

operate its own payment gateway. There are currently two indirect participants, Bendigo and 

Adelaide Bank and ING Australia. 

 Identified institutions connect to the NPP indirectly via a direct participant’s NPP payment 

gateway. Identified institutions are able to offer their customers NPP payment services, with the 

payments cleared and settled on behalf of the identified institution by the sponsoring direct 

participant (which may, for example, be a specialist ‘aggregator’). A commercial arrangement is 

required between the sponsoring NPP participant and the identified institution, but NPPA does 

not have any role in connecting identified institutions. Identified institutions are not required to 

be an ADI (or RADI), be a shareholder in NPPA, or hold an ESA at the Reserve Bank (they rely on 

the sponsoring participant’s ESA for settlement). In practice, almost all identified institutions to 

date have been ADIs – as of May 2019, 68 smaller banks, credit unions and building societies 

have obtained connections to the NPP as identified institutions. One non-ADI entity providing 

payment services, Assembly Payments, has also been connected in this way. 

                                                           
14  The process for connecting to the NPP and associated eligibility requirements are provided in the NPP Regulations 

available on NPPA’s website at: https://www.nppa.com.au/the-company/governance/ 
15  Aggregators specialise in providing wholesale payment services to other institutions (i.e. they have no end retail 

customers of their own). Their business model is to provide access to different payment clearing streams for 
smaller entities; some of them also provide payment products and services such as ATM access, card scheme 
sponsorship and fraud prevention and management. Aggregators help to promote competition in the payments 
industry by providing the technology, licensing and operational capabilities that might otherwise be too expensive 
for smaller entities to establish on their own. 

https://www.nppa.com.au/the-company/governance/
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 Connected institutions will connect to the NPP using their own payment gateway and are able to 

send payment initiation and other non-value messages through the NPP.16 Because they are not 

involved in the clearing and settlement of payments, they are not required to be an ADI (or RADI) 

or hold an ESA at the Reserve Bank, but they need to be financially solvent and comply with the 

same technical requirements for operating a payment gateway as for direct participants. This 

type of access may suit entities that are not ADIs but would benefit from operating their own 

payment gateways to submit a high volume of payment initiation messages directly into the NPP 

rather than via their financial institution’s normal customer channels; such an arrangement 

might suit payroll processors, share registries, retailers or other large corporates. So far there are 

no connected institutions but NPPA has indicated that it is in discussions with a number of 

interested parties. 

Table 1: NPP Access Eligibility Criteria 

 Direct 
Participant 

Indirect 
Participant 

Identified 
Institution 

Connected 
Institution 

Shareholder of NPPA     

Licensed by APRA as an ADI (or RADI)     

Hold an ESA at the Reserve Bank     

Connect via own payment gateway     

Connect via third-party payment gateway     

Source: NPPA 

Entities can also apply to NPPA to become an overlay service provider. Any organisation can apply as 

long as it can demonstrate a sound business plan backed by the required expertise to deliver their 

proposed product or service. Overlay service providers will offer their product or service to NPP 

participants and identified institutions on a commercial basis to make available to their customers. 

2.4 NPP Roll-out and Initial Operations 

The NPP was launched for public use on 13 February 2018 after becoming operational for industry 

‘live proving’ in November 2017. Initially, 61 institutions were connected as participants or identified 

institutions, with this number having since increased to 80 institutions (Table 2). Notably, this includes 

68 smaller financial institutions and one non-bank payment provider that access the NPP through the 

services of an aggregator or other sponsoring participant (as identified institutions), without the need 

to directly connect to the NPP’s BI and operate their own payment gateways. 

                                                           
16  A payment initiation message is one that would be sent to an NPP Participant seeking the initiation of a payment 

from a specified account, with the payer’s authorisation. They could be used, for example, by a Connected 
Institution to instruct a payment from its own account or from the account of a third party, such as a customer. The 
clearing and settlement of that payment would then be effected by separate ‘value’ messages exchanged between 
NPP Participants and the FSS. Other non-value messages would include those used to look up a PayID in the 
Addressing Service or to request the status of a payment. 
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Table 2: Number of Active NPP Participants and Identified Institutions 

Date Participants* Identified Institutions Total 

February 2018 10 51 61 

August 2018 10 62 72 

February 2019 11 66 77 

May 2019 11 69 80 

* Of the 13 participants that funded the development of the NPP, 2 are yet to connect 
Source: NPPA 

As would be expected with any new payment system, financial institutions have taken a staged 

approach to their roll-out of end-user NPP services, gradually introducing different functionality, 

channels and customer segments. For example, several of the major banks prioritised retail customers 

over business customers and some banks have prioritised mobile banking access over internet 

banking access. Some banks also launched their service with restricted functionality, such as the 

ability to only make payments to registered PayIDs (as opposed to also to BSBs and account numbers), 

or with relatively low payment value limits. The different approaches banks have taken to roll out 

their services may have been partly aimed at managing risk and allowing them to fine-tune their 

systems and processes. In other cases, however, the slow roll-out reflected an insufficient level of 

systems work or internal preparation in the lead-up to launch. In particular, some of the major banks 

appear to have underestimated the complexity of integrating the NPP with their own systems and the 

investment required to upgrade their core capabilities. As a result, while the NPP roll-out was always 

intended to be gradual, it has been slower and more uneven than was initially expected. 

This has contributed to delays in the development of planned overlay services extending NPP 

functionality to include the ability to send a document with a payment and the ability to make and 

receive payment requests. These extensions to BPAY’s Osko service were initially expected to be 

operational shortly after the NPP’s launch but there is still no decision on launch and it is unlikely that 

they could be available before about late 2020. 

The Reserve Bank has expressed its disappointment with the slow roll-out of NPP services and 

functionality on a number of occasions. For example, in November 2018, the Governor noted that: 

It was originally anticipated that these two overlay services [request to pay and pay with 

document] would be up and running not long after the NPP launch. Unfortunately, this 

timeline has slipped. A number of the major banks have also been slower than was originally 

expected to roll out NPP functionality to their entire customer bases. This is in contrast to the 

capability offered by smaller financial institutions, which from Day 1 were able to provide their 

customers with NPP services. Given the slow pace of roll-out by the banks, and the prospect of 

delays for additional overlay services, I recently wrote to the major banks on behalf of the 

Payments System Board seeking updated timelines and a commitment that these timelines will 

be satisfied. It is important that these commitments are met.17 

Notwithstanding the slow roll-out, the number of end-users with access to fast payments and the 

number and value of transactions through the platform have been growing steadily. As of end April, 

there were more than 55 million Australian bank accounts accessible via the NPP (estimated at about 

85 per cent of all accounts that will eventually be reachable) and around 2.8 million PayIDs had been 

                                                           
17  Lowe P (2018), ‘A Journey Towards a Near Cashless Payments System’, Speech at the 2018 Australian Payment 

Summit, November. 

https://www.rba.gov.au/speeches/2018/sp-gov-2018-11-26.html
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registered. The platform is now processing an average of around 600,000 payments worth 

$500 million each day, with an average transaction value of around $800 (Graph 1).18 While these 

transaction amounts are still very low compared with other retail payment systems in Australia, the 

adoption of the NPP is proceeding at least as quickly as occurred for some comparable fast-payment 

systems that were launched in other countries (Graph 2). 

Graph 1 

 

Graph 2 

 

                                                           
18  Data on NPP transactions are contained in RBA Statistical Tables C6 and C6.1. 
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3. Functionality and Overlay Services 

As noted earlier, with the exception of corporate entities connecting as either identified or connected 

institutions, end-users (including households, businesses and government entities) access NPP 

functionality through the services offered by their financial institutions. These services are provided 

on a commercial basis and there are no requirements on what NPP services financial institutions must 

provide. As with any banking product, however, one would expect there to be competitive pressure 

on financial institutions to provide the services that are valued by their customers. 

At this point, Osko is the only overlay service available on the NPP – it provides basic account-to-

account fast payment functionality through the mobile and internet banking applications of NPP-

connected institutions. However, as was noted earlier, BPAY is planning to expand Osko’s services to 

include the ability to send a document with a payment and the ability to make and receive payment 

requests. The design of the NPP envisaged that, over time, a range of other overlay services, 

developed by different parties, would utilise the NPP to offer payment solutions tailored to particular 

contexts and addressing a range of other customer needs. NPP participants will have the option of 

subscribing to these overlay services if they wish to provide them to their customers. 

NPPA is also working to enhance the ‘native’ capabilities of the NPP by building additional services 

and capabilities as part of the core infrastructure. These capabilities, such as a planned ‘consent and 

mandate service’ (see Box A: The NPP’s Evolving Functionality), could provide functionality that might 

alternatively be provided by an overlay service. In other cases, the enhanced native capabilities could 

be used to improve the functionality of, or make it easier to develop, overlay services. 

The consultation sought stakeholder views on the current functionality of the NPP, whether it was 

meeting their needs and what functionality gaps may exist. This chapter summarises the stakeholder 

feedback received in relation to NPP functionality and overlay services and provides an assessment 

and a number of recommendations. 

3.1 Issues and stakeholder views 

In the written submissions and consultation meetings, there were a range of views on NPP 

functionality. Some stakeholders (mainly NPPA and NPP participants) highlighted the capabilities the 

NPP already offers or that are being developed. Other stakeholders (mainly corporates, payment 

service providers and fintechs) were critical of the current functionality and the services offered by 

NPP participants to their customers. 

Some stakeholders expressed disappointment that they did not have access to fast payments 

functionality because their financial institutions had not yet rolled out these services to all customers. 

In particular, as some participants prioritised the roll-out of their NPP services to retail customers, 

many business and corporate customers had faced, and in some cases were continuing to face, delays 

in having NPP functionality enabled for their accounts. 

One submission suggested that the slow roll-out of NPP services may have exacerbated some of the 

concerns relating to access to the platform (discussed in Chapter 4). For example, entities that were 
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not receiving the NPP services they wanted from their financial institution may have felt compelled to 

connect to the NPP themselves, but then encountered the various eligibility requirements. 

Stakeholders suggested that the slow roll-out of NPP services was also undermining the positive 

network effects that come from broad account reach, resulting in disappointing user experiences with 

the platform and acting as a disincentive for entities to invest in developing overlay services. 

Some submissions to the consultation also expressed disappointment about the current inability to 

make direct debits (‘pull payments’) through the NPP. This appeared to be a particular issue for 

businesses wanting to use the NPP to facilitate recurring payments from their customers. A number of 

stakeholders expressed doubts about the commitment of the NPP participants to deliver on the 

additional BPAY overlay services (payment-with-document and request-to-pay) despite these being 

seen as providing useful functionality, particularly for businesses and government. 

The Productivity Commission, in its 2018 report on Competition in the Australian Financial System, 

also had concerns regarding functionality, which prompted it to recommend that the ACCC and the 

Payments System Board investigate different ways to improve the functionality of the NPP as a way to 

promote competition and innovation. The Commission argued that the initial ‘push’ payments offered 

by the NPP were a very limited use of its potential functionality, which should also include the ability 

to set up recurring and ‘pull’ payments. It also suggested investigating the feasibility of expanding the 

use of PayIDs to different payment types, including recurring payments, which it believed would make 

it easier for customers to switch bank accounts, thereby promoting competition. 

A number of stakeholders, particularly fintechs, highlighted the need to facilitate greater use of 

application programming interfaces (APIs). In this context, APIs are software protocols published by a 

bank, which third-party systems can use to communicate in a standardised and secure way with that 

bank’s systems to access NPP functionality.19 While NPPA has developed an API framework (see 

Box A), some stakeholders called on NPP participants to make APIs available as soon as possible for 

third parties to use to initiate, confirm and query NPP payments, rather than going through 

participants’ regular internet or mobile banking channels. 

Some stakeholders raised concerns about the challenges of deploying overlay services on the NPP, 

arguing that this could discourage innovation and constrain future functionality. One specific concern 

was that an overlay service would need to be supported by all or most NPP participants to be viable, 

and that it would be a costly and time consuming process for a prospective overlay service provider to 

bilaterally negotiate with each participant. In this context, it was suggested that BPAY had an 

advantage in implementing Osko because it is owned by the major banks, which are also the largest 

shareholders of NPPA. Another concern was that a prospective overlay service provider would have to 

expose its business plan and intellectual property to NPPA in the process of applying to be an overlay 

provider, and that this information could be accessed by their potential competitors on the Board of 

NPPA who are involved in assessing overlay services. It was suggested that concerns such as these 

have made some entities reluctant to engage directly with NPPA on establishing new overlay services. 

Suggestions put forward to address these concerns included having an NPPA Board committee of 

independent directors involved in assessing new overlay services and for NPPA to clarify how access 

to information on new overlay services would be controlled in order to deal with potential conflicts of 

interest. 

                                                           
19  Open APIs are also being developed in the context of Australia’s open banking regime as a way for third parties to 

access customer data held in bank systems. 
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The Productivity Commission has also raised concerns about overlay service providers that are not 

NPP participants being at a competitive disadvantage relative to NPP participants that offer overlay 

services because of a lack of access to valuable transaction-level data. It recommended that all NPP 

participants that use an overlay service be required to share de-identified transaction-level data from 

that service with the overlay service provider. However, this issue of access to data on transactions 

going through overlay services was not raised by stakeholders during the Bank’s consultation. 

In its submission to the consultation, NPPA argued that the NPP currently has extensive capabilities 

that meet many organisations’ business needs and use cases. The NPP presently offers real-time 

movement of funds on a 24/7 basis, extensive data capabilities, and simpler addressing via the PayID 

service. One stakeholder, which is also an NPP participant, argued that the NPP’s current functionality 

meets all of the objectives that were identified by the Bank in its 2012 Strategic Review of Innovation. 

Moreover, NPPA and a number of NPP participants emphasised that a range of additional 

functionality is being developed or is planned to further extend the capabilities of the NPP (see 

Box A). They highlighted a central ‘consent and mandate service’, which will store payment 

authorisations by consumers and businesses and enable the platform to support recurring payments, 

providing an alternative to the current direct debit options provided by the Direct Entry system and 

supporting competition by making it easier to move payment authorisations from one financial 

institution to another. 
 

 

Box A:  The NPP’s Evolving Functionality 

As discussed earlier, the NPP was designed to operate as a distributed layered architecture. The Basic 
Infrastructure (BI) comprises a network of payment gateways, hosted by participants, as well as a central 
Addressing Service. By contrast, overlay services are products, services or schemes that use and extend 
the core capabilities of the BI in a customised way to provide value-added payment services or 
processes. 

Over the past year, NPPA has identified a number of opportunities to take a coordinating role in 
providing additional functionality through the BI. By developing native NPP capability, such as defined 
payment message data elements, which could be used by participants or built upon and commercialised 
by an overlay service provider, NPPA intends to optimise the utility of the BI. This would enable 
participants and others to meet the needs of a range of end users without necessarily relying on a 
dedicated overlay service to do so. 

NPPA has an ambitious agenda for extending the functionality of, and increasing transaction volumes 
through, the NPP. Some of its more noteworthy plans include: 

 Extending its API framework 

 Quick response (QR) code standards20 

 Consent and mandate service 

 Data and message usage guidelines 

 Third-party payment initiation. 

                                                           
20  A QR code is a two-dimensional barcode that contains information such as the price of the item to which it is 

attached. 
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API framework and sandbox 

NPPA announced the NPP API framework in September 2018. The framework provides guidance on the 
design of APIs for the NPP. It establishes the recommended technical approach for APIs and mandatory 
data elements, removing the need for participants and third-party service providers to build customised 
APIs. NPPA does not mandate use of the API framework; however, it is encouraged as a way to increase 
consistency and interoperability between APIs offered by different providers. 

The first version of the framework contains three sample APIs that could be used by authorised third 
parties to: (i) look up a PayID in the Addressing Service, (ii) send a payment initiation request, and (iii) 
confirm that a payment has been completed. The second version of the framework, released in 
May 2019, will extend the sample APIs to different NPP functions: (i) cancelling a payment, (ii) 
requesting the return of a payment, (iii) notification of a payment, and (iv) notification of the return of a 
payment. NPPA intends to further extend the API framework over time. 

To encourage use of the API framework, NPPA and SWIFT have established an API sandbox: a secure, 
cloud-based facility, for developers to test API solutions for the NPP in an independent environment. 
This capability will extend over time in line with the API framework and will be enhanced to become 
more dynamic in nature. 

Initially, the range of API solutions offered by participants is likely to vary due to the staged approach 
taken in individual NPP roll-outs. Importantly, it is NPP participants (or identified institutions) who must 
provide the API services for their customers to access the NPP, not NPPA itself. 

QR code standards 

NPPA released a standard for the use of QR codes to generate NPP payment messages in June 2019. The 
NPP standard is based on the widely used EMVCo QR code specifications and defines the mandatory 
data elements that are required for NPP payments initiated by a QR code. The standard can be used for 
both static and dynamic QR codes. This capability has potential application in a range of use cases 
including bill payment, invoices, e-commerce and even point-of-sale payments. 

Consent and mandate service 

NPPA is planning a consent and mandate service (CMS) to facilitate the creation and secure centralised 
storage of standing payment authorisations given by consumer and business customers of different 
financial institutions. For example, the CMS could be used to store pre-authorisations for regular bill 
payments, such as rent or utility payments. The CMS will enable the NPP to be used for a range of 
additional payment types, including recurring payments and third-party initiated payments, and will give 
customers more visibility and control of their payment authorisations. The CMS will allow the NPP to be 
used as an alternative to the direct debit system. It will support third-party payment initiation and ‘on-
behalf-of’ payment functionality for use by a range of third-party payment service providers including 
payroll service providers. NPPA has made an assessment that the broad range of potential applications 
make it more efficient for the CMS to be provided through the BI as native capability, similar to the 
Addressing Service. It is expected that the CMS will make it easier for customers to switch banks by 
allowing them to manage their payment authorisations and link them to a new bank account. 

Message usage guidelines 

The NPP was designed using the ISO 20022 standard for payment messaging, which can carry much 
richer information than the 18 characters available for direct entry payments. In addition to the 
payment instruction, the standard provides for a clearing message to contain more than 1,400 data 
fields. 

NPPA has identified payroll, superannuation and pay-as-you-go (PAYG) tax instalments as areas that are 
likely to benefit from additional data being carried with the payment in a structured manner. These 
high-volume payments are often initiated from businesses’ accounting or payroll systems and received 
by the ATO and superannuation funds, without manual processing. The carriage of structured data with 
these payment types ensures that they are processed efficiently. NPPA began consulting with industry 
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stakeholders on the development of industry-specific message usage guidelines in early 2019 with the 
aim of releasing these message usage guidelines later this year. 

These guidelines differ from an overlay service in that they do not set a posting standard or define the 
end-user experience. However, the guidelines are likely to enable use of the NPP for payroll, 
superannuation or PAYG tax instalments without the need for a specific overlay service designed for 

these payment types. However, an overlay service provider would have the option of building on top of 

these message usage guidelines developed by NPPA and incorporating them into its own product or 
service offering. NPPA has indicated that it also intends to develop message usage guidelines for 
e-invoicing and insurance payments at a later date. 

Third-party payment initiation 

While the NPP has to date only been used for credit or ‘push’ payment messages, another payment 
message within the ISO 20022 standard is the ‘payment initiation’ message. Using payment initiation 
messages, an authorised third party can initiate a payment on behalf of customers of a financial 
institution or request payments to be made by a customer. The NPP was designed to support payment 
initiation messages; however, these messages were not certified or tested in the lead-up to the initial 
launch, and are not currently being used by participants across the BI (although some participants are 
offering payment initiation messages to customers outside of the BI). The full implementation of 
payment initiation messages will enable the NPP to cater for a wide range of use cases, such as 
authorised service providers initiating payroll, superannuation, tax or invoice payments on behalf of 
their business customers, or as an alternative to the existing direct debit system. 

Enabling third-party payment initiation has the potential to substantially increase transaction volumes 
on the NPP. Customer authorisations will be able to be managed centrally through the planned CMS or 
bilaterally through arrangements between participants or third parties. The CMS will provide customers 
with control over their payment authorisations and permit authorised third parties, via APIs, to manage 
customer authorisations to which they are a party. NPPA’s assessment is that the implementation of 
payment initiation messages with CMS-managed customer authorisations would effectively enable 
authorised third-party payment initiation on customers’ accounts; this would correspond to ‘write 
access’ to customer accounts, and could be an element of the future evolution of Open Banking in 
Australia. 
 

 

3.2 Assessment 

The central infrastructure of the NPP is now providing functionality that has largely filled the gaps 

identified in the Bank’s 2010–12 Strategic Review of Innovation. In particular, the ability to send and 

receive retail payments in real-time on a 24/7 basis, with immediate funds availability to the payee, 

richer data and the ability to address payments using the PayID service is a significant enhancement 

to Australia’s retail payment system. 

However, the slow roll-out of NPP services by some larger banks has been disappointing and overall 

NPP volumes have grown more slowly than was initially hoped. While it was always expected that 

financial institutions connected to the NPP would roll out customer services according to their own 

schedules and priorities, this roll-out has occurred more slowly than anticipated. While the major 

banks have now largely completed the roll-out of NPP services to their retail customers, the roll-outs 

to business and corporate customers are ongoing and some banks have yet to provide NPP services to 

their subsidiary brands. This stands in contrast to many of the smaller institutions, which connected to 

the NPP via the aggregators and were able to provide NPP services to their entire customer bases at 

(or quite soon after) the NPP launch. 

In addition, even where NPP services have been enabled, some major banks still have significant 

functionality gaps in terms of the ways that payments can be initiated or the limits that are placed on 
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payment amounts. The incomplete reach of the NPP and the partial functionality offered by some of 

the major banks has disappointed end-users that have been keen to utilise the NPP and has also likely 

delayed the development of new services that would extend the NPP’s capabilities. 

The delays experienced by some of the major banks point to the complexity of their internal systems, 

the fact that they have many other projects underway, and the challenges for security and 

operational reliability of moving to real-time and 24/7 payments. Some of the banks appear to have 

significantly underestimated or underfunded their internal projects in this regard and there may also 

have been insufficient oversight of projects by senior executives and boards of financial institutions. 

Given that there remains significant work to be done to realise the full potential of the NPP, the Bank 

will be continuing to push the major banks to prioritise the roll-out of services to their customers and 

ensure that significant functionality gaps are addressed as quickly as possible. 

As discussed in Box A, NPPA is working on an ambitious agenda to enhance the native capabilities of 

the platform. In addition, BPAY is still planning to extend the capabilities of Osko to allow a document 

to be attached to a payment and to send and receive payment requests, though progress here 

depends on the NPP participants being in a position to commit to the additional work that is required 

to deliver these services. The Bank strongly supports the development of these planned capabilities 

and believes that if they are fully implemented they could address many of the functionality needs 

that were raised by stakeholders in the consultation. While the Bank does not wish to dictate how 

these capabilities should be delivered from a technical perspective, we believe that NPPA and its 

participants should publicly commit to a roadmap for when they will be made available to end-users 

and to periodically update this roadmap over time. 

However, while a roadmap will assist, the experience to date highlights the risk that delays in the 

projects of particular participants may threaten the delivery or launch of some of this additional 

functionality. Here, it may be useful to draw on practices of some other payment systems where the 

scheme operator has the power to mandate certain action or behaviour by participants; this is 

common in the card systems, for example. Accordingly, the Bank believes the NPPA Board should 

have the power to mandate that changes to the central infrastructure or native capabilities of the NPP 

must be supported by participants within a specific timeframe, backed up by an enforceable sanctions 

framework (including possible financial penalties) for participants that do not comply. We are 

recommending that NPPA introduce such a mandate framework by the end of 2019 and that it be 

used to support the timely delivery of agreed functionality. Ultimately, if additional functionality were 

not delivered within a reasonable period of time, the Bank could consider a regulatory approach to 

require the NPPA and/or its participants to provide specific functionality if it was deemed to be in the 

public interest to do so and was consistent with the Bank’s mandate to promote competition and 

efficiency and control risk in the payments system. 

Regarding the role of overlay services in the NPP, the consultation revealed some misunderstandings 

on the part of some stakeholders. The Bank notes that many fintechs and other entities that have 

expressed interest in becoming overlay service providers might actually be able to implement their 

business models using NPP functionality provided by an existing bank relationship or alternatively as 

an identified institution. That said, to help promote competition and innovation, the Bank believes it 

is important that there are no unnecessary barriers to creating overlay services. In this context, the 

Bank notes the concerns some stakeholders raised about sharing confidential information with NPPA, 

which might be seen by participants that have interests in competing overlay services. The Bank 

believes NPPA should put in place procedures that address these concerns. These should clarify how 

confidential information will be handled during the application process and the role of NPPA 



 

20 RESERVE BANK OF AUSTRALIA 

management and potentially the independent directors, versus the broader NPPA Board, in approving 

overlay services. As regards suggestions by some stakeholders that all participants must be required 

to subscribe to NPP overlay services, the Bank does not see a case for such a mandate. Instead, the 

presumption should be that participants will subscribe to an overlay service because they see value in 

it, just as they can choose to offer any other service that delivers value to their customers. 
 

 

Recommendations: 

 NPP participants should prioritise the roll-out of NPP services to their entire customer base 
and address any functionality gaps that currently exist in their customer offerings. 

 Starting no later than end September 2019, NPPA should periodically publish a roadmap of the 
additional NPP functionality it has agreed to develop and the expected time period over which 
it will be delivered. The roadmap should be updated at least semi-annually. 

 By end December 2019, NPPA should introduce a power for its Board to mandate that 
specified NPP core capabilities must be supported by NPP participants within a specific period 
of time, with an enforceable sanctions regime (including possible financial penalties) to apply 
if participants do not comply. 

 By end September 2019, NPPA should publish its process for assessing potential overlay 
services, including how confidential information on the plans of potential overlay service 
providers will be controlled and the respective roles and responsibilities of the NPPA 
management, independent directors and the broader NPPA Board in approving overlay 
services. 
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4. Access to the NPP 

The arrangements for how entities connect to the NPP has been another focus of this consultation. As 

was discussed in Chapter 2, the NPP was designed to facilitate a number of different types of access 

to the central infrastructure to cater for different business models, with risk-based eligibility criteria 

applying to each. The eligibility criteria and the process by which NPPA assesses and determines 

applications to participate are set out in the NPP Regulations, which are published on NPPA’s website. 

From one perspective, the NPP’s access arrangements would appear to be working quite well 

considering that a large number of entities are already connected to the platform, including 68 

smaller ADIs that are indirectly connected via aggregators or other participants and successfully 

providing NPP services to their customers. Moreover, it could be argued that indirect access to the 

NPP is all that most financial institutions need, given they can access the same functionality and avoid 

the costs and complexity associated with being a direct participant. The model in which there is a 

relatively small group of direct participants providing access to a larger number of indirectly 

connected entities is common in other payment systems, such as the Bulk Electronic Clearing System 

(BECS). This reflects that it is usually the most efficient and secure way to structure access to network 

infrastructure. The latter is particularly important in the case of a real-time payments system like the 

NPP, where there are significant operational, security and financial risks that need to be managed. 

However, there will be cases where indirect access to the NPP is not available to an entity or where it 

does not meet its needs. For example, there may be competitive reasons why an entity does not wish 

to rely on another financial institution to provide it with NPP connectivity. In addition, there are an 

increasing number of entities providing specialised payment services that may not be eligible to 

become ADIs because they do not take deposits or make loans. It is therefore important that the 

eligibility criteria and associated governance arrangements for determining participation strike the 

right balance between promoting open access and protecting the safety and integrity of the platform. 

It is in this context that the consultation sought stakeholder views on whether the various ways of 

accessing the NPP and the associated technical and other eligibility requirements were adequate for 

different business models, or whether other forms of access or eligibility requirements may be 

justified. The feedback received from stakeholders can be grouped into four broad areas: the 

requirement for NPP participants to be ADIs licensed by APRA; the requirement for new participants 

to become shareholders and subscribe to shares in NPPA; NPPA’s governance arrangements for 

access decisions; and the structure and transparency of NPP transaction fees and how this influences 

access decisions. This chapter summarises this stakeholder feedback and provides the Bank’s 

assessment and a number of recommendations. 
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4.1 The ADI Requirement for Participants 

The NPP Regulations stipulate that to be an NPP participant, an entity must be an ADI licensed and 

regulated by APRA.21 ADIs are subject to extensive prudential requirements and oversight by APRA 

including in relation to capital, liquidity, business continuity management, financial and regulatory 

reporting, governance and risk management. Entities that have a conditional ADI licence from APRA 

(such as providers of purchased payment facilities) or a restricted ADI licence (RADI) under APRA’s 

new licensing regime are also eligible to apply for participation in the NPP. 

4.1.1 Issues and stakeholder views 

A number of stakeholders, particularly some fintechs, viewed the ADI requirement as an excessive 

and unnecessary barrier to entry that undermines competition. They argued that entities providing 

specialised payment services may not qualify for an ADI licence given the nature of their business and 

so were effectively blocked from becoming NPP participants. And even if an entity could structure its 

business in a way that might qualify it to become an ADI, the process of obtaining an ADI licence was 

seen as costly and time consuming, with significant ongoing compliance and reporting obligations that 

impose a substantial burden. 

Stakeholders observed that non-ADIs with an ESA are able to become Tier 1 (clearing and settlement) 

participants in the Bulk Electronic Clearing System (BECS) for direct entry payments that is 

administered by AusPayNet. They also observed that it is possible for non-ADIs that are providers of 

third-party payment services to obtain an ESA with the Reserve Bank.22 Stakeholders argued that if it 

was possible for non-ADIs to obtain an ESA and become Tier 1 members of BECS, then it should also 

be possible for them to become direct participants in the NPP. 

Stakeholders generally accepted that NPP participants should be subject to appropriate standards of 

risk management and operational capability. Some stakeholders considered that holding an Australian 

Financial Services (AFS) licence administered by ASIC should be sufficient regulatory status for direct 

participation in the NPP, though they did not address the issue of whether ASIC’s regulatory 

requirements and the obligations imposed on AFS licensees could address all the concerns that 

motivate NPPA’s ADI requirement. 

The Productivity Commission also raised concerns about the ADI requirement in its 2018 report. It 

observed that from a practical perspective, an entity technically only needed an ESA to participate in 

the NPP (to settle payments) and that the Reserve Bank does not require an entity to be an ADI to 

hold an ESA. The Commission argued that, in addition to lowering barriers to entry, allowing ESA 

holders to participate in the NPP could mean payment providers are not reliant on their competitors 

to operate. It recommended that, as part of an access regime imposed on the NPP, the Payments 

System Board should allow payments providers that hold an ESA to connect to the NPP as participants 

without the need for them to be ADIs.  

NPPA explained that the requirement for an NPP participant to be an ADI was considered necessary to 

ensure prudential safeguards for the platform, and suggested that this was in line with well-

established international standards for payment systems, such as the CPMI-IOSCO Principles for 

                                                           
21  See NPP Regulations, Part 4.2 Eligibility – all NPP participants. Any entity carrying out ‘banking business’ as defined 

in the Banking Act 1959, is required to be licensed as an ADI by APRA. 
22  See Bulk Electronic Clearing System (CS2) Regulations, Part 4 Membership as a Framework Participant. 
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Financial Market Infrastructures (PFMI).23 NPPA particularly noted that ADIs are required to meet an 

extensive range of prudential requirements, including with respect to operational and IT security risk 

management, are required to hold capital against losses, and are subject to rigorous ongoing 

oversight and supervision by APRA. NPPA argued that entities that are not ADIs, and therefore not 

prudentially supervised by APRA, would not provide the required level of counterparty assurance and 

comfort to NPPA and NPP participants. In particular, there is no assurance that these entities would 

have the technical and operational capability to perform the required NPP functions and to manage 

data security and fraud risks and meet associated liabilities. NPPA has also noted that it is a small 

organisation without the resources to conduct the extensive assessments of new applicants that it 

believes are necessary to protect the integrity and stability of the platform, and therefore relies on 

the prudential oversight by APRA to provide this assurance. 

NPPA also noted that it is possible for non-ADIs to access the NPP without being reliant on 

competitors. In particular, there are a large number of entities that have accessed the NPP as 

identified institutions using the services of three aggregators – Cuscal, ASL and Indue – which 

specialise in providing wholesale payment services to other entities and do not compete in the retail 

market. Notwithstanding this, in a confidential submission, one stakeholder indicated that it had 

struggled to maintain banking relationships because of the nature of its business and claimed it had 

also encountered difficulties negotiating indirect NPP access with the aggregators. This entity wished 

to become a direct participant in the NPP so that it could ensure reliable access to the payments 

system and was not dependent on other entities, which could withdraw access at any time. 

The Productivity Commission and some other stakeholders noted that there is a regulatory regime for 

non-bank payment providers in the United Kingdom that has facilitated the direct connection of these 

entities to the UK’s Faster Payments Service, the UK’s equivalent of the NPP.24 The Commission had 

suggested that the Payments System Board should consider developing a regulatory regime for non-

ADI specialist payment providers in Australia. NPPA indicated that if there was a regulatory regime for 

non-ADI payment providers in Australia it would consider amending its eligibility criteria to allow 

these entities to apply to be participants in the NPP. 

4.1.2 Assessment 

The security and resilience of the NPP is of paramount importance to promote confidence in the 

system. It is therefore reasonable to expect that NPP participants, which are directly connected to 

each other and involved in the real-time clearing and settlement of payments through the NPP, 

should meet minimum standards of operational and IT security risk management. While APRA’s 

prudential oversight of ADIs provides a high degree of assurance in this regard, the Bank is not 

convinced that this should be a prerequisite to participate in the NPP. There may be entities that are 

                                                           
23  See BIS and IOSCO (2012), ‘Principles for Financial Market Infrastructures’, April. Principle 18 of the PFMI, which 

deals with access and participation requirements, recommends that FMIs (including payment systems) ‘should 
have objective, risk-based, and publicly disclosed criteria for participation, which permit fair and open access.’ The 
PFMI do not stipulate that direct participants in payment systems should always be prudentially regulated entities. 
Instead, they advise that ‘if an FMI admits non-regulated entities, it should take into account any additional risks 
that may arise from their participation and design its participation requirements and risk-management controls 
accordingly.’ 

24  A settlement account at the Bank of England is required to directly connect to the UK Faster Payments Service. 
Following a policy change by the Bank of England in July 2017, non-bank payments and e-money institutions may 
apply for a settlement account, following authorisation by the UK Financial Conduct Authority under the Payment 
Services Regulations 2017. 

https://www.bis.org/cpmi/publ/d101a.pdf
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ineligible to become ADIs because of the nature of their business (e.g. because they are specialised 

payment providers and do not take deposits or make loans). However, they might still be able to meet 

reasonable and relevant technical, operational and risk management requirements to participate in 

the NPP. It would seem an unsatisfactory outcome if these entities had to restructure their business 

to obtain an ADI licence just so that they could become an NPP participant. Instead, there should be 

other ways NPPA can get the level of counterparty assurance and comfort it desires without relying 

on the existence of an ADI licence and APRA’s prudential supervision. 

While some stakeholders suggested that holding an AFS licence should be sufficient to become a 

participant in the NPP, the Bank notes that the obligations imposed on AFS licensees are primarily 

designed to address consumer and investor protection issues rather than the specific concerns 

associated with participation in a payments system like the NPP. Accordingly, merely holding an AFS 

licence is unlikely to provide the kind of assurances that NPPA and existing NPP participants might 

reasonably be seeking from new participants. 

In regard to the suggestion of a new regulatory regime for non-ADI specialist payment providers in 

Australia, the Bank observes that this is not realistic in the near term, given that it would require 

significant policy development and consultation, and then legislative change. However, the Bank is 

intending to explore such a regime, together with the other agencies in the Council of Financial 

Regulators. 

As noted earlier, some stakeholders argued that if non-ADIs can become Tier 1 participants in BECS, 

they should be able to become NPP participants as well.25 However, it is important to note that BECS 

and the NPP are very different payment systems, subject to different risks, and so it may be 

appropriate for them to have different participation requirements.26 Moreover, there have not been 

any formal applications from non-ADIs to be Tier 1 participants of BECS yet so it is not possible to 

assess how the requirements for non-ADI participation in BECS have worked in practice. 

Given these various considerations, the Bank is recommending that NPPA should consider revising its 

participation requirements to allow non-ADIs to become participants. The participation of non-ADIs 

could be subject to a specific set of risk management, operational, financial or other requirements 

that are tailored to, and commensurate with, the specific risks that NPPA and its participants are 

seeking to manage. For example, participation in the NPP might be related to holding an ESA at the 

Reserve Bank. The participation requirements for non-ADIs would be publicly disclosed along with 

guidance on how applicants can demonstrate that they meet the various requirements. This might, 

for example, include the possibility that an applicant could provide an assessment of its risk 

management and operational capabilities from a suitably qualified and independent third party, such 

as a professional advisory firm. 

                                                           
25  The requirement for Tier 1 BECS participants to be ADIs was removed in 2015 to allow specialist payments 

providers to participate. To ensure the integrity of the system, prospective Tier 1 participants that are not ADIs are 
subject to some restrictions and need to meet additional assurance and reporting requirements. The removal of 
the ADI requirement followed a decision of the Payments System Board in 2014 to vary the Access Regimes 
applying to the designated MasterCard and Visa systems in Australia and the removal of the specialist credit card 
institution framework, administered by APRA. For more details see RBA (2014), ‘Payment Card Access Regimes: 
Conclusions’, March. 

26  For example, BECS is a deferred settlement system, while NPP uses real-time settlement – settlement risks are 
lower in the NPP, but risks associated with fraud, IT security and other operational issues are likely to be higher 
because of the real-time settlement. 

https://www.rba.gov.au/payments-and-infrastructure/credit-cards/201403-impact-stmt/conclusions/
https://www.rba.gov.au/payments-and-infrastructure/credit-cards/201403-impact-stmt/conclusions/
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Recommendations: 

 Direct access to the NPP should be open to a range of payments services providers. NPPA 
should assess and report on options for amending the NPP Regulations, and other 
arrangements, to allow for an entity that is not an ADI to potentially become an NPP 
Participant. The participation of non-ADIs would be subject to requirements appropriately 
tailored and calibrated to the key risk and operational considerations essential for 
participation in the NPP. NPPA should: 

– by end October 2019, submit to the Bank and the ACCC an assessment of options for 
revised participation requirements for non-ADI participants 

– by end March 2020, implement any revised participation requirements for non-ADI 
participants. 

 

 

4.2 The Shareholding Requirement for Participants 

The NPP Regulations currently state that to be an NPP participant, an applicant must become a 

shareholder and subscribe to shares in NPPA.27 The amount of shares a participant would be required 

to subscribe to is determined by the shareholder ‘governance band’ – high, medium or low – they are 

allocated to. This allocation would be determined by the NPPA Board taking into consideration the 

applicant’s significance in the Australian payments system and likely significance to the NPP.28 For at 

least the first two years of the NPP’s operation, there is a requirement that new participants subscribe 

to the same amount of shares as the initial participants in the same governance band. An applicant 

allocated to the lowest band would currently be required to purchase around $2 million of NPPA 

shares.29 

The governance bands are also relevant to the appointment of directors. High-band shareholders 

(currently the major banks) each have the right to appoint one Director, while medium- and low-band 

shareholders may together elect up to four Directors. NPPA’s Constitution allows for the payment of 

dividends on shares, but NPPA has stated that there is no intention of paying dividends in the 

foreseeable future. Instead, it expects any profits the NPP generates to be reinvested to build 

additional functionality and extend the capabilities of the platform. The Constitution also prescribes 

that shareholders may not transfer their shares, except to a related entity. Shareholders can choose 

to redeem their shares, but only at a nominal redemption value of $0.01 per share (compared with an 

issue price of $1,000 per share). 

4.2.1 Issues and stakeholder views 

A number of stakeholders argued that the requirement to become a shareholder of NPPA and to 

subscribe to shares was a barrier to entry for start-ups and other firms that have limited capital and 

                                                           
27  See NPP Regulations, Part 4.7 Application to become an NPP Participant or Connected Institution. 
28  Currently there are 4 high-band shareholders (the major banks), 7 medium-band shareholders (including the RBA); 

and 2 low-band shareholders. The initial contributions of the four major banks represented about 75 per cent of 
NPPA’s capital, but the intention is that this shareholding could be reduced to 70 per cent as new participants join. 

29  There is also an application fee payable to NPPA. It is important to note that there are also a range of other costs a 
new participant would incur in connecting to the NPP, including those associated with provisioning, installing and 
testing the NPP componentry and integrating it with the participant’s internal systems as well as uplifting 
capabilities required to process payments in a real-time environment such as fraud detection and prevention 
capabilities. These costs are likely to be significantly higher than the shareholding requirement. 
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are trying to grow their business. They argued that the amount of the contribution was 

disproportionately high compared with the contributions required to directly connect to fast payment 

systems in other countries, such as the United Kingdom.30 Stakeholders also argued that since NPPA 

shares are not expected to pay dividends, are not transferable and cannot be meaningfully redeemed, 

they are more like a membership fee than an investment in shares. They found it particularly 

problematic that an entity that decided to no longer be a participant would not receive any funds 

from its shareholding. 

NPPA stated that the requirement to subscribe for shares reflected the design of the NPP as a 

mutually-owned industry infrastructure, where having a dispersed ownership would help ensure the 

NPP is operated and evolves to meet the needs of its participants and their customers. It noted that 

new participants would bring capital that would enable NPPA to fund the continuing development of 

core capabilities and investment in future functionality, which would drive further innovation. Other 

NPP participants noted that the capital contribution was justified given the commercial benefit a 

participant gets from being a direct clearing and settlement participant and the fact that they are also 

able to offer indirect connectivity to other entities. 

NPPA indicated that over time there may be scope to reduce the subscription levels for new 

participants as growth in operating revenues becomes sufficient to meet future investment needs. 

The cost of membership might eventually be expected to fall towards the direct and indirect costs of 

establishing connectivity. The NPPA Shareholders’ Agreement states that the requirement for new 

participants to contribute the same level of funding as existing participants would be reviewed by 

NPPA’s Board after two years of operation. 

4.2.2 Assessment 

The Reserve Bank was involved in the challenging industry discussions in late 2014 that culminated in 

the agreement to fund NPPA and sign the contract with SWIFT to build and operate the NPP. Based on 

this experience, the Bank considers that an initial requirement regarding capital contributions was 

necessary to ensure that the project was funded. In particular, if entities had been given the option to 

wait until the NPP was already built and operating and then become a participant without 

contributing any capital, there would have been little or no incentive for them to fund the 

development of the NPP in the first place. To overcome this problem, it was deemed necessary to 

stipulate in the NPPA Shareholders’ Agreement that, at least for the first two years, any new 

participants would need to subscribe for shares at the same level as initial participants of comparable 

size. 

There are a few arguments that could be made for a continuation of the current requirement 

regarding capital contributions for new shareholders. First, NPPA has ongoing capital and financing 

needs, especially (as discussed in Section 4.4) given that transaction volumes remain well below the 

levels that would allow full cost-recovery pricing that will encourage migration of payments from 

other payment systems. Second, there is an issue of fairness for those entities, such as the 

aggregators, that contributed funds to build the NPP on the basis that they would be able to benefit 

from their investment by providing third-party agency services once it launched. These entities would 

be competitively disadvantaged if other entities providing third-party agency services were able to 

                                                           
30  For example, one stakeholder indicated that there was no shareholding requirement to join the UK’s Faster 

Payments Service as a direct participant but there were some upfront fees to the scheme operator for 
implementation and testing. The scheme operator was also said to charge ongoing fees. 
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join the NPP soon after it launched without contributing any capital. Third, given that so many entities 

have obtained indirect access to the NPP as identified institutions, with no shareholding contribution, 

the requirement that participants are shareholders does not appear to have been a significant barrier 

to access. 

While these arguments may justify a continuing shareholding requirement in the short term, they 

need to be balanced against the potential harm caused by any reduction in competition and 

innovation that the shareholding requirement may create in the longer term. This may be most 

relevant in the case of smaller entities that perceive a particular need to be a participant rather than 

to connect indirectly, and for which the minimum capital contribution of $2 million would be a very 

significant amount. There is also an argument that newer entities, which did not exist at the time of 

the initial funding decision and so did not have the opportunity to sign up at that time, should not be 

unduly restricted by a shareholding requirement that was largely designed to incentivise institutions 

to agree to fund the NPP in late 2014. 

On balance, the Bank believes NPPA should review its current shareholding requirement and 

introduce more gradation, at least in the lower band, so that subscription requirements can be more 

closely tied to an entity’s size or expected contribution to NPP transaction volumes. It should also 

establish an access route for direct participation that is based either on acquiring shares in 

instalments or on periodic subscription fees (without becoming a shareholder), rather than an upfront 

purchase of shares. This access route would be set on an economically neutral basis, which would 

make NPPA indifferent between receiving capital instalments, periodic fees or the existing upfront 

contribution. As part of the review, NPPA should give consideration to allowing entities that did not 

exist when the NPP was being built to join at a lower subscription level than entities that did exist 

when the NPP was being built and chose not to contribute. Following its review, NPPA should publicly 

disclose its share subscription requirements so that entities can make informed decisions about their 

access options. 
 

 

Recommendations: 

 By end December 2019, NPPA should introduce more gradation into the shareholding 
requirement by creating at least one additional lower band, so that subscription requirements 
can be more closely tied to an entity’s size or expected contribution to NPP transaction 
volumes.  

 By end December 2019, NPPA should establish an access route for direct participation that is 
based either on acquiring shares in instalments or on periodic subscription or membership 
fees, rather than the upfront purchase of shares. 

 By end December 2019, NPPA should consider allowing NPP participant applicants that did not 
exist when the NPPA was being developed to subscribe to a lower amount of shares than 
usual.  
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4.3 NPPA Governance 

NPPA’s Board is responsible for its corporate governance. The company currently has 12 directors, 

including the CEO. There are two independent directors, one of which is the Chair.31 Each of the four 

major banks and the Reserve Bank are able to appoint a director. The other four directors are elected 

by the remaining small and mid-size shareholders of NPPA.32 Each Board director has one vote except 

for the CEO who is a non-voting director. 

The requirements and process for an entity to become either a participant, connected institution or 

an overlay service provider are contained in the NPP Regulations and allow a role for the NPPA Board 

in the determination of applications.33 However, the Regulations state that the Board shall accept, 

subject to any conditions it considers reasonably appropriate, each new applicant that satisfies the 

company’s technical and other eligibility requirements. They also allow for an applicant to request 

that a sub-committee of the Board review any determination by the Board that an applicant does not 

meet the relevant eligibility requirements. In practice, the process of assessing applications against 

the eligibility criteria is carried out by NPPA’s management under a delegation of authority to the 

CEO. The NPPA Board would as a final step be asked to approve an application once it has been 

assessed by NPPA management as meeting the eligibility criteria. 

4.3.1 Issues and stakeholder views 

Some stakeholders expressed concerns about the governance of the NPP in relation to how access is 

determined. They worried that eight of the twelve NPPA directors are appointed by ADIs that may 

have incentives to restrict new entrants from access to the NPP for competitive reasons. There is a 

perception among fintechs that the Board is dominated by directors that represent the interests of 

the incumbent banks. One submission noted that there is no independent appeal mechanism if an 

application to be a participant or connected institution is refused. Another submission suggested that 

to overcome the potential for conflicts of interest to influence access decisions, the Payments System 

Board should be responsible for assessing applications for participation in the NPP. 

Some of these views echoed concerns raised by the Productivity Commission in its 2018 report into 

Competition in the Australian Financial System. The Commission noted that a ‘model that requires 

new competitors to be accepted by incumbents can reasonably be expected to involve conflicts of 

interest.’34 While the NPP Regulations specify a mechanism for unsuccessful applicants to appeal the 

decision, the review is not undertaken by an independent party but by a subcommittee of the Board. 

The Commission suggested that it could be difficult to discern whether an applicant was denied access 

on the basis of risk considerations or because it was considered a competitive threat to the existing 

NPP participants. 

In its submission, NPPA highlighted that its constitutional objectives are to operate the NPP in a 

manner that promotes the public interest, including by ‘facilitating fair access to the NPP as mutually 

owned utility infrastructure.’ In this context, ‘facilitating fair access’ is interpreted by NPPA as an 

                                                           
31  According to Article 10.7 of NPPA’s Constitution, independent directors are personally and professionally 

independent of NPPA members and related bodies corporate of members. 
32  The current directors of NPPA are listed here: https://www.nppa.com.au/the-company/board-and-leadership-

team/  
33  NPP Regulations, Part 4 (available at: https://www.nppa.com.au/the-company/governance/) 
34  Productivity Commission (2018), Competition in the Australian Financial System, Inquiry Report No. 89, page 508. 

https://www.nppa.com.au/the-company/board-and-leadership-team/
https://www.nppa.com.au/the-company/board-and-leadership-team/
https://www.nppa.com.au/the-company/governance/
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obligation of NPPA to enable access to the NPP on non-discriminatory terms.35 Reflecting this, NPPA 

noted that its governance arrangements have been deliberately structured to promote access and 

avoid and manage any potential conflicts of interest. For example, the Board has delegated to NPPA 

management the initial assessment of new applications for participation and though it is expected 

that the Board would be involved in the final determination, the NPP Regulations require the Board to 

accept an applicant that meets all of the technical and other eligibility requirements. NPPA also made 

the point that as a network infrastructure with mainly fixed costs of operation, it is in the interests of 

all participants to grow the network and build volume in order to bring transaction fees down. 

NPPA also noted that a number of governance arrangements have been put in place to 

counterbalance the influence of the major banks. Whereas the major banks have contributed around 

75 per cent of the capital of NPPA, they appoint only four of the NPPA’s 11 voting directors and voting 

rights of directors are equal, rather than proportional to shareholdings (unlike in some other payment 

systems). Board decisions require the support of at least two-thirds of directors present and at least 

eight directors must be present for a Board meeting to proceed. Some NPP participants also noted 

that the Board has two independent directors and one director appointed by the Reserve Bank, which 

do not represent any particular commercial interests. In any case, NPPA noted that its directors have 

fiduciary obligations under the Corporations Act 2001 to act in the best interests of the company, to 

avoid conflicts of interest, and to disclose and manage any conflicts if they arise. 

4.3.2 Assessment 

The Reserve Bank considers that it is reasonable to expect that the shareholders that made 

substantial investments to build the NPP should have a right to be represented on the Board. We note 

that the major banks do not have a majority of the votes on NPPA’s Board, despite owning a majority 

of the shares. There are currently two independent directors (including an independent chair) and a 

director appointed by the Reserve Bank under its power to do so, granted in recognition of the 

importance of the FSS to the operation of the NPP. 

The possibility that incumbents might keep out new entrants appears to be only hypothetical at this 

stage – the Bank is not aware that any access applications have been denied, let alone unfairly 

influenced by NPPA’s governance structure. However, this is in an environment where the current ADI 

and shareholding requirements may have prevented a number of potential applicants. In any case, 

there is a widespread perception that NPPA’s Board is dominated by the incumbent banks, and that 

there may be conflicts of interest that could hamper access for new entrants. Therefore, to 

strengthen the governance of NPPA, ensure that the Board represents a broader range of 

perspectives, and reduce the influence of incumbent financial institutions, the Bank believes NPPA 

should appoint a third independent director. We note that the NPPA Shareholders’ Agreement was 

amended in 2018 to accommodate the appointment by the company of a third independent director, 

but no such appointment has been made as yet. 

The Bank also believes it is important to ensure that there is an independent review mechanism for 

access decisions for prospective participants, connected institutions and overlay service providers. 

This will require a stronger governance arrangement than the current Board subcommittee specified 

in the NPP Regulations. Therefore, we are recommending that, where an applicant wishes to have a 

                                                           
35  NPPA (2018), Post-draft Submission to the Productivity Commission Inquiry into Competition in the Australian 

Financial System, 29 March 2018, Schedule 1, page 3 (available at : 
https://www.pc.gov.au/__data/assets/pdf_file/0007/226762/subdr122-financial-system.pdf) 

https://www.pc.gov.au/__data/assets/pdf_file/0007/226762/subdr122-financial-system.pdf
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Board access decision reviewed, the review should be by a panel comprised of three independent 

Board members (possibly including the RBA-appointed director) and two independent external 

payments experts (to be selected by the independent directors). The panel should have the binding 

power to overturn the earlier denial of an application if the applicant is deemed by the panel to have 

met all of NPPA’s published eligibility requirements. In addition to considering appeals from decisions 

of the Board, the panel should also have a role assessing applications directly (that is, without going 

via the full Board) where NPPA management does not assess the applicant as having met the 

eligibility criteria. The panel should also have the power to ask NPPA to review the access criteria if it 

believes the criteria impose unreasonable conditions. 

The Bank further believes that transparency about NPP access decisions is in the public interest and 

would help stakeholders form accurate perceptions about NPPA’s governance. Therefore, the Bank is 

recommending that at least once a year (possibly in its annual report), NPPA publish the number of 

participant and connected institution applications it received during the preceding year and the 

outcomes of those applications, including a summary of the key reasons (de-identified as necessary) 

in cases where applications were not supported by the Board. In addition, NPPA should inform the 

Reserve Bank’s Payments Policy Department whenever an application for access has been rejected by 

the NPPA Board. This will ensure there is timely and independent oversight of NPPA access decisions 

and an opportunity for the Bank to raise concerns if the decision is not considered to be in the public 

interest. 

The Bank believes these steps to strengthen the governance of NPPA access decisions will provide 

greater confidence to potential new entrants that access decisions will be fair, objective and not 

biased by any competitive considerations of existing NPP participants. 
 

 

Recommendations: 

 NPPA should appoint a third independent director by end September 2019. 

 By end December 2019, NPPA should review its arrangements for applications for access as a 
participant, connected institution or overlay service provider. Where an application has been 
rejected by the NPPA Board, or by NPPA management during its initial assessment, the 
applicant should be able to ask for a review of the decision by an Evaluation Panel. The 
Evaluation Panel should be comprised of three independent directors and two independent 
external experts appointed by the three independent directors. The Panel should have the 
binding power to overturn the earlier denial of an application if it decides that the applicant 
has met all of the eligibility requirements and also the power to ask NPPA to review the access 
criteria if it believes the criteria impose unreasonable conditions. 

 At least once a year, NPPA should publish a report of the number of applications for access 
that it received during the preceding year, the outcomes of those applications, and a summary 
of the key reasons in cases where applications were ultimately not supported by the NPPA 
Board. The first report should cover the financial year ending June 2019. 

 NPPA should notify the Reserve Bank’s Payments Policy Department within one week 
whenever an application for access to the NPP (as a participant or connected institution) is not 
supported by NPPA’s Board. 
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4.4 NPP Transaction Fees 

There are broadly two types of NPP transaction fees.36 The first are ‘wholesale’ fees that NPPA 

charges its participants. These are fixed fees (in cents rather than percentage terms) per transaction 

sent through the NPP, and are the same for all participants. These fees are intended to be NPPA’s 

main source of revenue to cover its operating costs, the largest part of which is the fees charged by 

SWIFT to operate the NPP network. To date, the wholesale transaction fees set by NPPA have not 

been made public. The second type of fees can be considered ‘retail’ and includes transaction fees 

that aggregators and other participants charge sponsored entities for processing NPP transactions and 

the fees that financial institutions charge their end-customers for making NPP payments. Retail fees 

are determined by commercial arrangements between financial institutions and their customers, not 

by NPPA. 

4.4.1 Issues and stakeholder views 

A number of submissions expressed concerns about the various transactions fees involved in using the 

NPP and the influence they can have on decisions to access and use the platform. The main concern 

relating to the wholesale fees charged by NPPA was that they are not publicly disclosed. This lack of 

transparency was seen as making it difficult for entities considering becoming identified institutions to 

evaluate whether they were getting a fair deal from the aggregators or other participants offering to 

sponsor them. In addition, it was argued that the lack of transparency made it difficult to evaluate 

whether it was preferable to invest in becoming a participant and pay the wholesale transaction fee 

or to connect indirectly (with a much lower upfront cost) as an identified institution and pay what was 

likely to be a higher ‘retail’ transaction fee levied by the sponsoring participant. More generally, 

stakeholders viewed the lack of transparency about NPPA’s fee-setting policies as making it difficult to 

formulate business plans and negotiate access without directly engaging with NPPA. 

Stakeholders noted that NPPA’s wholesale fees were intended to be set on a cost-recovery basis. 

However, there were concerns that the transaction fees charged by aggregators and other 

participants providing sponsored access could include large mark-ups, making it difficult for identified 

institutions to provide competitive NPP services to their own customers. Consequently, a few 

submissions recommended that the transaction fees charged to non-NPP shareholders should be 

regulated by the Payments System Board. Underlying these concerns seems to be a view that there is 

insufficient competition in the market for providing third-party access. 

In its 2018 report, the Productivity Commission suggested that the Payments System Board should 

review whether NPPA’s wholesale fees were being set on a purely cost-recovery basis and intervene 

to regulate if the fees were deemed excessive. Regarding ‘retail’ transaction fees, the Commission 

was also concerned about the potential for participants to extract excessive fees from identified 

institutions in a way that could undermine competition. The Commission suggested that the 

Payments System Board should review the transaction fees charged by NPPA and by sponsoring 

participants as part of an access regime for the NPP. 

                                                           
36  In addition, there is a fee capped at 1 cent that the Reserve Bank charges for each transaction settled through the 

FSS, split equally between the payer’s and payee’s institutions, and BPAY charges fees for Osko transactions. NPPA 
may also levy other fees, including for use of the Addressing Service and annual administration fees, as described in 
NPP Regulation 3.1(c). 
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NPPA noted that, consistent with its constitutional objective to operate the NPP as a ‘mutually-owned 

utility’, the intention is for the company to be an ‘economically self-sustaining entity’ rather than 

profit-maximising and that there are no plans to pay dividends to shareholders or repay capital 

contributions. Wholesale transaction fees paid by participants are expected to be NPPA’s sole source 

of operating revenue, and the medium-term intention is that the fee will be set at a level that, based 

on expected transaction volumes, will cover NPPA’s operating costs and any needed investment in the 

platform. NPPA argued that it is in its commercial interest to maximise transaction volumes across the 

platform and keep the wholesale transaction fee low to be competitive with alternative payment 

methods. 

However, NPPA noted that transaction volumes are still at a level well below what is expected in the 

medium term so that if the wholesale fee were being set on a full cost-recovery basis, it would be 

quite high, which would be a disincentive to use the platform. Accordingly, the wholesale fee has so 

far been set well below the full cost-recovery level and shareholders have been asked to make 

additional contributions to cover the shortfall in NPPA’s operating costs. NPPA indicated that, to date, 

the wholesale fee has not been published because it does not provide an accurate measure of what it 

costs a participant to provide NPP transactions for its customers. Once transaction volumes have 

increased to a level where full cost-recovery pricing is occurring, NPPA management said it would 

likely recommend to its Board that the wholesale NPP fee be published. 

4.4.2 Assessment 

There appears to be significant confusion and some unjustified suspicion among stakeholders about 

NPPA’s pricing and revenues, which may be undermining confidence in the competitiveness of third-

party access services and making it harder for entities to determine the best way to interact with the 

NPP. The confusion largely arises because NPP’s wholesale transaction fees are not published, 

meaning potential users lack insight into the inherent costs of using the platform and a benchmark to 

compare ‘retail’ transaction prices. However, as NPPA has noted, the current wholesale transaction 

fee set by NPPA’s management is not an accurate measure of the overall costs faced by participants in 

facilitating NPP payments. As an indication, using the operating costs NPPA reported in its latest 

annual report (for 2017/18) and average annualised transaction volumes in the six months to March, 

would imply a wholesale transaction fee on a cost-recovery basis of around 20 cents per transaction. 

This is significantly higher than the wholesale transaction fees that apply in other retail payment 

systems such as BECS, and so it has not been in NPPA’s competitive interest to levy such a fee when it 

is seeking to grow transaction volumes. Instead, the wholesale fee has been set at a significantly 

lower level and NPPA’s shareholders have been asked to make additional contributions to cover 

NPPA’s operating costs. 

In principle, the Bank agrees with stakeholders that more transparency about the wholesale 

transaction fee would be in the public interest, especially given the intention for NPP to be operated 

as a non-profit maximising utility infrastructure. Publication of the wholesale fees could help potential 

identified institutions evaluate the pricing offered by sponsoring participants. End-users would also be 

able to better understand the underlying costs that influence the prices financial institutions charge 

their customers for NPP services. Therefore, the Bank is recommending that, once it moves to cost-

recovery transaction pricing, NPPA begins publishing its wholesale transaction fee and the 

methodology for determining it. In the meantime, it may be useful for NPPA to clarify in its Annual 

Report what the implied break-even wholesale transaction fee would have been, so that the market 

has better visibility of the full cost of NPP transactions to participants, based on current volumes. 
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In relation to pricing of NPP transactions to sponsored entities, the Bank believes this is a commercial 

matter for individual entities providing NPP services and their customers. There are several NPP 

participants – initially just the three specialist aggregators but now also some of the major banks – 

that compete to provide indirect access for entities (ADI or non-ADI) that wish to connect to the NPP. 

It is reasonable to expect that the fees – including transaction fees – these entities charge sponsored 

entities are subject to competitive pricing and the Bank has not been made aware of any pricing 

outcomes that would suggest insufficient competition. Therefore, the Bank does not see a case at this 

time for monitoring or regulation of the fees that NPP participants charge sponsored entities. 

Publication of the wholesale transaction fee should promote competitive pricing for NPP sponsorship, 

particularly if the barriers to direct NPP participation are also lowered, as recommended elsewhere in 

this report. 

Similarly, the Bank believes that pricing of NPP services to households and businesses is a commercial 

matter for the financial institutions providing those services. So far, there has been a range of 

experience in how financial institutions are pricing their NPP services, with most institutions choosing 

to charge their business customers for NPP transactions but not their household customers. As noted 

earlier, there are 80 financial institutions currently providing NPP services to end-users and that 

number is expected to grow. The pricing of NPP services to end-users will be subject to competitive 

pressures and the Bank does not see a role for itself in regulating such prices. 
 

 

Recommendations: 

 From its first pricing review after July 2019, NPPA should publish data on its wholesale 
transaction pricing. Prior to the introduction of full cost-recovery pricing, NPPA should publish 
the wholesale transaction fee that would be implied by full cost-recovery pricing. Following the 
introduction of full cost-recovery pricing, it should publish its wholesale transaction fee and the 
methodology it has used to determine that fee. 
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5. Conclusion 

The Reserve Bank, with support and input from the ACCC, has undertaken a public consultation on the 

functionality of, and access to, the NPP. The overall conclusion from this consultation is that the NPP 

is enabling new payments functionality that largely addresses the gaps identified by the Bank in its 

2012 Strategic Review of Innovation. The Bank agrees with stakeholders that pointed out that much 

of the perception about lack of functionality and access difficulties is related to the slow roll-out of 

the NPP by some of its participants. It is now over a year since the NPP was launched and some major 

banks are still in the process of making NPP payments available to customer segments. Given that 

payment systems are networks that often require a critical mass, the slow progress within some 

participants has delayed the development of some of the planned ‘central’ functionality – for 

example, no decision has yet been made regarding the request-to-pay and payment-with-document 

overlay services. The slower than expected roll-outs by some participants appears to reflect the 

complexity of their systems and underestimation of the degree of investment needed to meet 

delivery timeframes. 

The slow and uneven roll-out of NPP services has been disappointing and the Bank will continue to 

push participants to prioritise their development of NPP services. To overcome possible coordination 

issues amongst participants in the development of new capabilities, the Bank is recommending that 

NPPA’s Board introduces a power for it to mandate that specified NPP core capabilities must be 

supported by participants within a specific period of time, with a sanctions regime to apply if 

participants do not comply. However, if this approach is not sufficient the Bank will consider the 

merits of a regulatory solution to ensure that NPP functionality meets the evolving needs of users of 

the payments system. Having said that, the Bank recognises that NPPA has an ambitious development 

agenda that if fully implemented would likely address most of the functionality issues raised during 

the consultation. In addition, it should also be acknowledged that, despite the delays, there are now 

80 institutions connected to the NPP and providing fast payment services to their customers and use 

of the platform is continuing to grow. 

Stakeholders have identified a number of access issues that could present potential barriers for new 

participants, such as the current requirements that new participants are ADIs and must make a 

material capital contribution. A few stakeholders in the consultation argued that designation and an 

access regime imposed by the Payments System Board would be the best approach to manage these 

potential issues. In particular, they felt that it was essential that access to the NPP be managed 

independently of the direct participants who may have perceived or actual conflicts of interest. The 

Productivity Commission also recommended an access regime for the NPP in its 2018 report on 

Competition in the Australian Financial System. In contrast, NPPA, some of the NPP participants and 

some other stakeholders argued that the current access framework is working well, pointing in 

particular to the large number of entities that have indirectly connected as identified institutions. 

They would prefer that the NPP be given sufficient time to demonstrate that it promotes open access 

and competition in payments before an access regime is considered. They felt that the current risk-

based framework strikes a balance between open access and protecting the security of the payments 

infrastructure and the data within it. 
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The Reserve Bank agrees that the access issues discussed in this report, if left unaddressed, could 

raise policy concerns. Accordingly, the Bank has made a number of recommendations for NPPA to 

take action in relation to requirements for participation in the NPP, the required capital contribution 

for participation and the governance arrangements involving the NPPA Board. The Bank considers 

that it is reasonable to give NPPA and its participants the opportunity to act on these 

recommendations before considering the imposition of specific regulation. The Bank will be 

monitoring progress on these recommendations closely and will continue to liaise with potential 

entrants to ensure that the operation of the NPP is consistent with the promotion of competition and 

efficiency in the payments system. 

The Bank is requesting that NPPA provide a public written response to the recommendations in this 

report by end July 2019, explaining how it intends to implement the recommendations and over what 

time period. The Bank will then seek regular updates from NPPA on its progress in addressing the 

recommendations. 

The Bank will, with the assistance of the ACCC, conduct another review of NPP functionality and 

access issues commencing no later than July 2021. This review could take place earlier if the Bank 

becomes aware of significant issues or concerns regarding NPP access or functionality. If the Bank 

assesses that there has been insufficient progress in addressing the recommendations made in this 

report, it will closely consider the case for regulation via an access regime or standards imposed on 

the NPP and its participants. 
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Abbreviations 

ACCC Australian Competition and Consumer 
Commission 

FMI Financial market infrastructure 

ADI Authorised deposit-taking institution FPS UK Faster Payments Service 

AFS Australian Financial Services FSS Fast Settlement Service 

APCA Australian Payments Clearing Association IOSCO International Organization of Securities 
Commissions 

API Application programming interface ISO International Organization for 
Standardization 

APRA Australian Prudential Regulation Authority IT Information technology 

ASIC Australian Securities and Investments 
Commission 

MOU Memorandum of understanding 

ASL Australian Settlements Limited NPP New Payments Platform 

ATO Australian Taxation Office NPPA NPP Australia Limited 

AusPayNet Australian Payments Network PAYG Pay as you go 

BECS Bulk Electronic Clearing System PFMI Principles for Financial Market 
Infrastructures 

BI Basic Infrastructure RADI Restricted authorised deposit-taking 
institution 

BSB Bank-State-Branch RBA Reserve Bank of Australia 

CEO Chief Executive Officer RITS Reserve Bank Information and Transfer 
System 

CMS Consent and mandate service RTGS Real-time gross settlement 

CPMI Committee on Payments and Market 
Infrastructures 

SWIFT Society for Worldwide Interbank Financial 
Telecommunication 

ESA Exchange Settlement Account   
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