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Summary 

The ACCC proposes to grant re-authorisation to Australian Payments Clearing 
Association Limited for 10 years in relation to the suspension and termination 
provisions of its Bulk Electronic Clearing System regulations.  

Next steps 

The ACCC will seek submissions in relation to this draft determination before 
making its final decision. The applicants and interested parties may also request 
the ACCC to hold a pre-decision conference to discuss the draft determination. 

The application for authorisation 

1. On 12 December 2014, the Australian Payments Clearing Association Limited 
(APCA) applied for the revocation of authorisations A91209 and A91210, and the 
substitution of authorisations A91473 and A91474 for the ones revoked 
(re-authorisation). Re-authorisation was sought because the existing 
authorisations are due to expire on 25 June 2015.  

The conduct 

2. APCA seeks re-authorisation of the following provisions of its regulations in 
relation to its Bulk Electronic Clearing System (BECS): 

 4.19 – Suspension 

 4.20 - 4.24 – Effect of suspension 

 4.25 – Termination 

 4.26 – Effect of termination 

 11.10 – Financial Claims Scheme Processing Requirements 

 12.5 – Failure to Settle – Suspension  

(the suspension and termination provisions) 

3. The Trade Practices Commission (now the ACCC) first authorised APCA’s BECS 
regulations in 1994. The ACCC re-authorised aspects of the arrangements in 
2005 and 2010. 

The applicant – APCA 

4. APCA is a public company limited by guarantee, incorporated on 18 February 
1992. APCA’s charter, as set out in its constitution, is: 

a) to enable competition and innovation, promote efficiency, and control 
and manage risk in the Australian payments system, and to generate 
and collate ideas and information in support of that objective; and 

b)  to facilitate industry collaboration, self-regulation and system-wide 
standards, and to co-ordinate the operation of effective payment 
systems.  
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5. APCA does not process payments. It co-ordinates and manages payments 
clearing arrangements for each of the clearing systems it administers. Individual 
institutions are responsible for their own clearing operations and must conduct 
their operations according to APCA’s rules as set out in the regulations and 
procedures for each of APCA’s clearing systems. These clearing systems are 
discussed further below. 

6. APCA’s Board is comprised of three independent directors (including the Chair), 
one director appointed by the Reserve Bank of Australia (RBA), the CEO of 
APCA (non-voting) and a number of directors appointed by APCA members 
(currently eight directors are appointed by APCA members). 

Background 

Payments, clearing and settlement 

7. In Australia, banks, building societies, credit unions, some card organisations 
and some major retailers provide a means for individuals and businesses to 
make payments to each other and thus transfer financial assets of value. The 
institutional infrastructure within which such transactions occur and which give 
effect to the transactions is referred to as the payment system. A payment 
system carries payment messages (in the form of payment instruments such as 
cheque, credit card etc.) via delivery mechanisms, which result in the transfer of 
funds from one party’s account to another’s. 

8. Where the parties to transactions within a payment system maintain accounts 
with different payment organisations, a payments clearing and settling process is 
required between the payment organisations. Clearing and settling allows 
payment organisations to reflect the changes in their customers’ accounts and for 
value to pass between the payment organisations to reflect the net effect of the 
transactions upon the value of financial assets held by each payment 
organisation.  

9. Clearing involves the cross-institutional exchange of individual payment 
messages for the purpose of obtaining settlement. Settlement is the exchange of 
value between institutions. 

10. Settlement in Australia is achieved through transfers of Exchange Settlement 
Account balances held with the RBA. Since November 2013, transactions 
encompassed by BECS are able to be settled between financial institutions on 
the day of their exchange. Same-day settlement reduces the counterparty and 
operational risk inherent in the previous deferred settlement system. The BECS 
regulations include processes to deal with situations where an institution fails to 
settle. These procedures have been approved by the RBA under the Payment 
Systems and Netting Act 1998. 

Membership of APCA 

11. Membership of APCA is open to participants in, and operators of, Australian 
payment systems which are recognised by the Board of APCA to meet a set of 
recognition criteria. APCA currently has two classes of members, voting 
members and operator members.  
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12. Voting membership confers rights in relation to governance of APCA including 
rights to appoint or elect directors and vote at company meetings. Voting 
members include: 

 appointing members, being participants in three or more recognised 
Australian Payment Systems with a payment system market share of at least 
5 per cent 

 electing members, being participants in at least one recognised Australian 
Payment System, irrespective of payment system market share, and 

 the RBA.  

13. Operator members are administrators or operators of a recognised Australian 
Payment System or operators of other entities (such as a purchased payment 
facility) determined by APCA’s Board from time to time. Operator members have 
rights to engage in and contribute to discussion of industry issues and policy 
development but may not vote at general meetings or participate in the election 
or appointment of directors. 

14. APCA oversees six payments system frameworks (five clearing systems 
including BECS and one payments infrastructure system) as described further 
below. Most voting members of APCA are also day to day operational 
participants in one or more of APCA’s payments system frameworks. Participants 
in a framework who are members of APCA have the ability to appoint committees 
of management for the framework and vote at meetings of such committees. The 
rights and obligations of each framework participant member vary from 
framework to framework and may also depend upon the participant’s category of 
membership within the framework.  

Bulk Electronic Clearing System (BECS) 

15. The BECS manages the exchange and settlement of bulk electronic low value 
transactions.  

16. BECS currently covers direct entry payments. The direct entry system allows 
approved organisations (for example utility companies), which now number 
over 330 000, to make arrangements with their financial institution to direct debit 
and/or credit large numbers of customer accounts on a regular basis.  

17. Entitlement to membership is functionally based. That is, members must be 
‘senders’ or ‘receivers’ (or represent and settle for such bodies) of payment 
instruments cleared under the BECS regulations. Members can participate in 
BECS in two capacities according to whether they directly clear and settle using 
an Exchange Settlement Account (Tier 1 members) or appoint a representative 
to clear and settle on their behalf (i.e. indirectly clear and settle) (Tier 2 
members). A list of the current members of BECS is at Attachment A. 

18. New BECS members pay an entrance fee of $110 900 (Tier 1) or $6 430 (Tier 2). 
After this initial fee, the price of BECS membership is currently $10 000 per 
annum plus a proportionate corporate fee set according to the member’s 
payment system market share. Tier 1 members also pay an annual framework 
fee, currently $10 000. An operational change fee currently $16 700 is levied on 
members that require other members to deliver items to a new BSB (Bank-State-
Branch) address. 
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19. In 2014, direct credit volumes rose by 6.0% to 5.3 million items per day. The 
value of these items also increased slightly from $23.9 billion in 2013 to 
$24.3 billion in 2014. Direct debit volumes rose by 8.3 per cent to 2.6 million 
items per day. Direct debit values also increased slightly from $19.2 billion to 
$19.9 billion.1 

20. The BECS Regulations encompass membership criteria, suspension and 
termination provisions, representation arrangements, fees, the management 
committee of the system, member meetings, settlement and dispute resolution. 

The termination and suspension provisions 

21. APCA has sought re-authorisation for particular provisions within the BECS 
regulations, specifically clauses 4.19, 4.20 – 4.24, 4.25, 4.26, 11.10 and 12.5: 

 Clause 4.19, Suspension: permits the BECS Management Committee to 
suspend a member for a number of reasons, including if requested by any 
relevant prudential supervisor; by agreement with the member; if the member 
no longer satisfies the membership requirements; for a disabling event; for 
insolvency; and for breach of obligations without satisfactory explanation or 
rectification. 

 Clauses 4.20 - 4.24, Effect of suspension: provides for the consequences of a 
suspension of BECS membership. Suspended members are not entitled to 
participate in BECS, clear and settle items in accordance with the BECS 
regulations and procedures, vote at any BECS meetings or be represented 
on the BECS Management Committee.  In lieu of suspending a member, the 
BECS Management Committee may impose conditions of membership on the 
member, including changing the capacity in which the member can participate 
in BECS or varying the procedures relating to the exchange of items 
addressed to, or initiated by, the member. 

 Clause 4.25, Termination: establishes the circumstances and processes by 
which a member of BECS may cease to be a member. In particular, the 
APCA Board may terminate a membership of BECS if a suspension event 
has occurred and not been remedied, the Board has consulted with any 
relevant prudential supervisor and the member has had an opportunity to 
make submissions to the Board regarding the termination. The APCA Board 
is not required to give any reasons for such a decision. Membership can also 
be terminated where a member resigns, becomes insolvent, is wound up, 
dissolved or otherwise ceases to exist.    

 Clause 4.26, Effect of termination: provides for the consequences of a 
termination of BECS membership. Any member who resigns or whose 
membership is terminated is not entitled to effect exchanges in accordance 
with the BECS regulations and procedures. 

 Clause 11.10, Financial Claims Scheme Processing Requirements: sets out 
the processing requirements when a declaration has been made under 
section 16AD of the Banking Act 1959 (Cth), and a suspension event is taken 
to have occurred. 

 Clause 12.5, Failure to Settle – Suspension: provides for the automatic 
suspension of BECS membership if a member fails to settle. 

                                                
1
  APCA Annual Review 2014. 
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Other payment systems managed by APCA 

22. APCA is also currently responsible for four other payment clearing systems. 
These are:  

 The Australian Paper Clearing System (APCS) which coordinates, manages 
and ensures the implementation and operation of effective systems, policies 
and procedures for the processing of payments made using paper 
instruments, primarily cheques.  

 the Consumer Electronic Clearing System (CECS) which provides minimum 
standards to protect and enhance the security, integrity and efficiency of ATM 
and EFTPOS interchanges 

 the High Value Clearing System (HVCS) relating to the exchange of high 
value payments between financial institutions, providing an efficient and 
secure electronic payments mechanism for the finance industry, and 

 the Australian Cash Distribution and Exchange System (ACDES) which 
governs the exchange and distribution of wholesale cash.   

Consultation  

23. The ACCC tests the claims made by an applicant in support of its application for 
authorisation through an open and transparent public consultation process. 

24. The ACCC invited submissions on the re-authorisation from a range of potentially 
interested parties including members of BECS, other Australian payment system 
participants, Choice and regulators. Submissions in support of the re-
authorisation were received from the Australian Securities and Investments 
Commission (ASIC) and the Commonwealth Bank of Australia (CBA). No 
submissions were received that object to the re-authorisation.  

25. The views of APCA and the interested parties are discussed in the ACCC’s 
assessment of the arrangements. Copies of public submissions may be obtained 
from the ACCC’s website www.accc.gov.au/authorisationsregister.  

ACCC assessment  

26. The ACCC’s assessment of the re-authorisation of the suspension and 
termination provisions is in accordance with the relevant net public benefits tests2 
contained in the Competition and Consumer Act 2010 (the CCA). 

27. In its assessment of the application the ACCC has taken into account:   

 the application and submissions received from the applicant and 
interested parties; 

 other relevant information available to the ACCC, including information 
from consideration of previous matters;3 

 the likely future without the conduct for which authorisation is sought.4 In 
particular, the ACCC considers that, absent the conduct for which 

                                                
2
  Subsections 90(5A), 90(5B), 90(6), 90(7) and 90(8) of the CCA. 

3
  See previous applications for authorisation of the BECS arrangements A91209 & A91210 

(2010), A90967 &A90968 (2005) and A95061, A90562 & A90563 (1994). 

http://www.accc.gov.au/authorisationsregister
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authorisation is sought BECS members could continue to collectively set 
minimum standards to protect and facilitate the conduct and settlement of 
bulk electronic low value transactions but without the suspension and 
termination provisions. This is due to the risk that these provisions may 
breach the CCA;   

 the relevant areas of competition likely to be affected by the suspension 
and termination provisions for BECS. On this basis the ACCC has 
confined its assessment of the applications to the clearing and settlement 
of bulk direct entry electronic low value transactions; and 

 the 10 year authorisation period requested. 

Public benefits 

28. APCA submits that the suspension and termination provisions of the BECS 
regulations result in a benefit to the public by contributing to the system’s integrity 
and efficacy. 

29. APCA submits that to function well, the economy requires the secure and 
efficient processing of transactions between financial institutions through a 
clearing framework of the kind constituted by the regulations and procedures for 
BECS. This clearing framework contributes towards protecting and enhancing 
the integrity of payments clearance and settlement, and reducing risk within the 
payments system. APCA submits it also contributes towards the efficiency with 
which payment instructions are cleared, and the timeliness and certainty with 
which value is provided to customers. 

30. APCA submits it can only play its part effectively if its members operate in 
accordance with APCA’s regulations and procedures for BECS and that 
suspension and termination provide ‘last resort’ sanctions to ensure compliance. 
Without these sanctions, the efficacy and integrity of BECS would be diminished 
and the confidence of its participants would be reduced.  

31. ASIC and the CBA similarly submit that the existing authorisations have proven 
beneficial through the preservation of security, efficiency and integrity in the 
processing of paper transactions and that the suspension and termination 
provisions are an integral part of the broader BECS regulations. ASIC further 
submits that the collective setting of the rules governing the BECS reduces 
transaction costs as these agreements would otherwise be negotiated bilaterally. 
CBA also submits that re-authorisation for 10 years is an appropriate term.  

32. The ACCC considers that the suspension and termination provisions are likely to 
continue to result in a public benefits through the protection of the security, 
efficiency and integrity of BECS. In particular, the ACCC accepts that without the 
ability of BECS members to self-enforce compliance with the standards 
established by APCA (through the ability to suspend or terminate membership for 
non-compliance) the operational efficiency of BECS could be undermined. In 
addition, absent these provisions, the confidence of BECS participants would 
likely be reduced. 

33. The ACCC also considers that, to the extent that the collective setting of clearing 
and settlement requirements results in lower transaction costs than bilateral 

                                                                                                                                           
4
  For more discussion see paragraphs 5.20-5.23 of the ACCC’s Authorisation Guidelines. 
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negotiation of these requirements, such transaction cost savings are likely to 
constitute a public benefit. 

Public detriments 

34. APCA states that the suspension and termination provisions, if invoked, have the 
effect of excluding the institution concerned from participating in, and receiving 
services through, the BECS. Although this does not automatically exclude the 
institution concerned from the process of the exchange and settlement of bulk 
electronic low value transactions, continued participation would need to be done 
by bilateral arrangement with other participants outside of BECS.  

35. APCA further submits to the extent that any anti-competitive detriment may arise 
in respect of a particular member, this anti-competitive detriment does not affect 
competition more generally, given the number of competing providers of such 
services. 

36. ASIC submits that the suspension and termination provisions do not place 
unreasonable requirements on members and there are a number of checks and 
balances in place to mitigate against any potential misuse.  

37. The ACCC notes that exclusion from the BECS system would not preclude an 
institution from establishing other direct clearing and settling arrangements 
outside the BECS arrangements. However, as noted above, the institution would 
likely need to negotiate bilateral agreements with other participants outside of the 
BECS arrangements to do so. Given that members operate under the BECS 
system, it would likely be significantly more difficult for institutions excluded from 
BECS to negotiate such agreements outside of BECS in the future. In addition, 
such bilateral negotiation is likely to be more costly for the institution to negotiate 
and more difficult to manage than participating in the BECS. 

38. Therefore, the ACCC considers that exclusion from the BECS would have an 
adverse effect on the financial institution concerned and potentially could make it 
very difficult for the institution to directly clear and settle bulk electronic low value 
transactions. Absent appropriate checks and balances on the use of the 
suspension and termination provisions this has the potential to result in anti-
competitive detriment.  

39. However, the ACCC considers that the suspension and termination provisions do 
not place unreasonable requirements on members and that there are adequate 
checks and balances on the manner in which they are employed, including: 

 if a member is subject to prudential supervision, the prudential supervisor 
must be consulted prior to the APCA Board terminating the member’s BECS 
membership 

 the representation of the RBA on the APCA Board and the right for the RBA 
to be represented on the BECS Management Committee responsible for 
managing the day-to-day operations of BECS 

 the suspension and termination provisions can only be invoked in limited 
circumstances, namely: 

o for suspension - if requested by any relevant prudential supervisor; by 
agreement with the member; if the member no longer satisfies the 
membership requirements; for insolvency; or for breach of obligations 
without satisfactory explanation or rectification 
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o for termination - on resignation of the member, the member becoming 
insolvent, being wound-up or ceasing to be engaged in interchange 
activities, or if the member has been suspended and the event leading 
to suspension has not been remedied by the member 

 the ability of the BECS Management Committee to impose conditions on a 
member (including changing the capacity in which that member may 
participate in the BECS, or varying any provision of the procedures relating to 
the exchange of items addressed to or drawn on that member) in lieu of 
suspension.  

40. The ACCC notes that since the suspension and termination provisions of the 
BECS regulations were introduced and first authorised in 1994, they have never 
been used and no concerns with the arrangements have been raised with the 
ACCC during this time.  

41. The ACCC also considers that even if used, to the extent that suspension or 
termination may adversely affect the BECS member concerned, given the 
number of competing service providers this may not significantly affect 
competition more generally.  

Balance of public benefit and detriment 

42. For the reasons outlined in this draft determination the ACCC is satisfied the 
likely benefit to the public would outweigh the likely detriment to the public 
including the detriment constituted by any lessening of competition. Accordingly 
the ACCC is satisfied that the relevant net public benefit tests are met. 

Length of authorisation 

43. APCA is seeking re-authorisation for 10 years. The ACCC previously re-
authorised the BECS suspension and termination provisions for two periods of 
five years, after initially granting authorisation in 1994 without imposing a time 
limit. Where arrangements have already been in place for a period of time the 
ACCC may consider it appropriate to grant authorisation for a longer period.5 
Given the ACCC’s conclusion on the balance of public benefits and public 
detriments and the fact that the ACCC has previously authorised BECS 
arrangements since 1994, the ACCC is proposing to grant authorisation for 
10 years. 

Draft determination 

The application 

44. APCA lodged applications for the revocation of authorisations A91209 and 
A91210 and the substitution of authorisations A91473 and A91474 for the ones 
revoked. The applications were made using a Form FC, Schedule 1 of the 
Competition and Consumer Regulations 2010. The applications were made 

                                                
5
  See for example, Australian Payments Clearing Association Limited - Revocation and 

Substitution - A91464 & A91465, in which authorisation in relation to the Australian Paper 
Clearing System was granted for 10 years, and Australian Payments Clearing Association 
Limited - Revocation and Substitution - A91434 & A91435, in which authorisation in relation 
to the Consumer Electronic Clearing System was granted for 10 years. 
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under subsection 91C of the CCA for re-authorisation of the following provisions 
of APCA’s regulations in relation to its Bulk Electronic Clearing System (BECS): 

 4.19 – Suspension 

 4.20 - 4.24 – Effect of suspension 

 4.25 – Termination 

 4.26 – Effect of termination 

 11.10 – Financial Claims Scheme Processing Requirements 

 12.5 – Failure to Settle – Suspension  

45. Subsection 90A(1) requires that before determining an application for 
authorisation the ACCC shall prepare a draft determination. 

The net public benefit test 

46. For the reasons outlined in this draft determination the ACCC is satisfied, 
pursuant to sections 90(5A), 90(5B), 90(6) and 90(7) of the CCA, that in all the 
circumstances the proposed suspension and termination provisions for which 
re-authorisation is sought are likely to result in a public benefit that would 
outweigh any likely detriment to the public constituted by any lessening of 
competition arising from the conduct. The ACCC is also satisfied, pursuant to 
section 90(8) that the proposed suspension and termination provisions for which 
re-authorisation is sought are likely to result in such a benefit to the public that 
the conduct should be allowed to take place. 

Conduct which the ACCC proposes to authorise 

47. The ACCC proposes to revoke authorisations A91209 and A91210 and 
substitute authorisations A91473 and A91474 for the ones revoked. The 
proposed re-authorisation is for APCA’s suspension and termination provisions of 
the BECS regulations (as listed in paragraph 44 of this draft determination) for a 
period of 10 years. 

48. The proposed authorisations are in respect of the suspension and termination 
provisions as they stand at the time authorisation is granted. Any changes to the 
suspension and termination provisions during the term of the proposed 
authorisations would not be covered by the proposed authorisations 

49. This draft determination is made on 4 March 2015. 

Next steps 

50. The ACCC now seeks submissions on the draft determination. In addition, the 
applicant or any interested party may request that the ACCC hold a conference 
to discuss the draft determination, pursuant to section 90A of the CCA. 



 

 

Draft Determination A91473 & A91474 10 

Attachment A – Current BECS members 

AMP Bank Limited Industrial and Commercial Bank of China Limited 

Arab Bank Australia Limited ING Bank (Australia) Limited 

Australia and New Zealand Banking Group Limited ING Bank NV (Sydney Branch) 

Australian Defence Credit Union Ltd JPMorgan Chase Bank, National Association 

Australian Settlements Limited Macquarie Bank Limited 

B&E Ltd Maitland Mutual Building Society Limited 

Bank of America, National Association Maritime Mining & Power Credit Union Limited 

Bank of China Mecu Limited 

Bank of China (Australia) Limited Mega International Commercial Bank Co, Ltd 

Bank of Communications Co. Ltd Members Equity Bank Pty Limited 

Bank of Queensland Limited Mizuho Bank Ltd 

Bank of Sydney Ltd National Australia Bank Limited 

Bank of Tokyo-Mitsubishi UFJ, Ltd (The) Newcastle Permanent Building Society Ltd 

Bendigo and Adelaide Bank Limited Oversea-Chinese Banking Corporation Limited 

Big Sky Building Society Limited Police Bank Ltd 

BNP Paribas QT Mutual Bank Ltd 

BNP Paribas Securities Services Rabobank Australia Limited 

BOQ Specialist Bank Limited Railways Credit Union Limited 

Capricornian Ltd (The) Reserve Bank of Australia 

Citigroup Pty Limited Rock Building Society Limited (The) 

Commonwealth Bank of Australia Royal Bank of Scotland plc. (Australia Branch) (The) 

Community First Credit Union Limited Select Credit Union Ltd 

Community Mutual Ltd SGE Credit Union Limited t/as G & C Mutual Bank 

Credit Union Australia Limited Southern Cross Credit Union Limited 

Cuscal Limited State Street Bank and Trust Company 

Deutsche Bank AG Summerland Credit Union Limited 

ECU Australia Ltd Suncorp-Metway Limited 

Encompass Credit Union Limited Sutherland Credit Union Ltd 
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Gateway Credit Union Limited Taiwan Business Bank, Sydney Branch 

Greater Building Society Ltd Teachers Mutual Bank Limited 

Heritage Bank Limited Tyro Payments Limited 

Heritage Isle Credit Union Ltd UBS AG, Australian Branch 

Holiday Coast Credit Union Ltd United Overseas Bank Limited 

Hongkong and Shanghai Banking Corporation Limited, Australia Uniting Financial Services 

HSBC Bank Australia Limited Warwick Credit Union Ltd 

Hume Bank Limited Westpac Banking Corporation 

IMB Ltd Wide Bay Australia Ltd 

Indue Ltd -------------------------------------------------------------------------------------- 
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