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ARTICLE

Department of Finance Launches Consultations on the Canadian Payments Act
On M ay 25 ,  2018 ,  the  Canad i an  Departm en t o f  Fi nance  ("Departm en t" ) l aunched  consu l ta t i ons to  seek i npu t  f rom  stakeho l de rs on  whe the r the  2015
changes to  the  Canad i an  Payments Act  ("Act" ) wi th  respect  to  the  governance  o f  Paym ents Canada  have  been  e ffect i ve  i n  ach i evi ng  the  i n tended
pub l i c po l i cy ob j ect i ves o f  e ff i ci ency,  sa fe ty and  soundness,  and  use r i n te rests.

As requ i red  under the  Act ,  the  Departm en t i nd i ca tes tha t  the  l aunch  o f  th i s revi ew fo l l ows th rough  on  a  com m i tm en t to  revi ew the  Act  th ree  years a f te r
the  changes were  m ade . T he  Departm en t has i ssued  a  consu l ta t i on  paper en t i t l ed  “Consu l ta t i on  on  the  Revi ew o f  the  Canad i an  Payments Act”
("Consu l ta t i on  Paper" ).

Feedback i s a l so  be i ng  sough t  on  how best  to  adap t  Paym ents Canada 's m em bersh i p  st ructu re  to  ensure  access to  i ts system s i s open  and  ri sk-based  i n
l i gh t  o f  deve l opm ents i n  the  paym ents ecosystem , Paym ents Canada ’s m odern i za t i on  i n i t i a t i ves and  the  governm ent ’s p roposed  re ta i l  paym ent
oversi gh t  f ram ework ("PSP Fram ework" ).  I t  i s i nd i ca ted  tha t  feedback wi l l  he l p  de te rm i ne  whe the r fu rthe r i m provem ents a re  needed .  Accord i ng l y,  the
Departm en t has posed  a  se ri es o f  quest i ons as se t  ou t  be l ow.

Discussion

Paym ents Canada  Governance

T he  Departm en t no tes tha t  changes to  the  Act  tha t  cam e i n to  fo rce  i n  2015  sough t  to  ensure  tha t  Canada 's co re  paym ents cl ea ri ng  and  se t t l em en t
i n f rastructu re  con t i nued  to  be  opera ted  fo r the  bene f i t  o f  Canad i ans and  Canad i an  busi nesses.  Am endm ents i n t roduced  g rea te r i ndependen t  deci si on -
m aki ng  to  Paym ents Canada 's board  o f  d i recto rs and  streng thened  i ts accoun tab i l i ty to  the  governm ent and  to  the  pub l i c.

T he  Departm en t i s seeki ng  vi ews on  the  e ffect i veness o f  the  2015  am endm ents to  the  Act .  Speci f i ca l l y,  the  Departm en t seeks feedback on  the  fo l l owi ng
quest i ons:

1.  Have  the  2015  changes to  Paym ents Canada 's governance  been  successfu l  i n  be t te r enab l i ng  the  o rgan i za t i on  to  ach i eve  i ts pub l i c po l i cy
m anda te  to  p rom ote  the  e ff i ci ency,  sa fe ty,  and  soundness o f  i ts system s wh i l e  taki ng  i n to  accoun t  the  i n te rests o f  use rs?

2.  Are  the re  aspects o f  Paym ents Canada 's governance  structu re  tha t  cou l d  be  i m proved  to  be t te r a l l ow Paym ents Canada  to  ca rry ou t  i ts m anda te
and  se rve  i ts pub l i c po l i cy ob j ect i ves?

M em bersh i p

In  add i t i on ,  i n  l i gh t  o f  the  ob j ect i ve  fo r open ,  ri sk-based  access,  the  Departm en t i s seeki ng  vi ews on  the  m eri ts o f  an  "associ a te  m em bersh i p "  f ram ework
under the  Act  wh i ch  wou l d  t i e  i n  wi th  the  PSP Fram ework.  Under the  PSP Fram ework,  re ta i l  paym ent se rvi ce  p rovi de rs ("PSPs" ) wou l d  be  sub j ect  to
va ri ous ru l es and  ob l i ga t i ons when  pe rfo rm i ng  ce rta i n  paym ent funct i ons.  Fo r m ore  de ta i l s,  p l ease  see  the  BLG Bu l l e t i n  “Regu l a t i on  o f  Paym ent
Servi ce  Provi de rs i n  Canada :  Proposa l  fo r a  New Re ta i l  Paym ents Regu l a to ry Reg i m e”.  T he  PSP Fram ework m arks an  adop t i on  o f  a  funct i ona l  approach
to  regu l a t i on  and ,  as a  resu l t ,  wi l l  cap tu re  non-t rad i t i ona l  PSPs.

T he  Departm en t p roposes tha t  the  “associ a te  m em bersh i p ” f ram ework wou l d  render PSPs, once  regu l a ted  under the  PSP Fram ework,  e l i g i b l e  to
part i ci pa te  i n  exchange  and  se t t l em en t o f  paym ent i tem s on  the  rea l  t i m e  ra i l  ("RT R" ) system . Curren t l y,  under the  Act ,  non -t rad i t i ona l  PSPs a re  no t
e l i g i b l e  to  be  Paym ents Canada  m em bers.  T he  Departm en t seeks feedback on  the  fo l l owi ng  quest i ons:

1.  Shou l d  the  Governm ent crea te  an  associ a te  m em bersh i p  cl ass to  faci l i ta te  access to  the  RT R? Shou l d  a l te rna te  approaches be  consi de red?

2.  Shou l d  reg i st ra t i on  and  regu l a t i on  under the  p roposed  re ta i l  paym ents ove rsi gh t  f ram ework be  a  p re -cond i t i on  fo r associ a te  m em bersh i p?

3.  How cou l d  Paym ents Canada 's governance  structu re  be  adap ted  to  a l l ow fo r approp ri a te  re f l ect i on  o f  associ a te  m em ber vi ews i n to  Paym ents
Canada 's deci si on -m aki ng  p rocess?  In  wha t  ways cou l d  th i s be  desi gned?

Lynx and  System at i ca l l y Im portan t  Fi nanci a l  M arke t  In te rm ed i a ri es

Fi na l l y,  the  Departm en t i nd i ca tes tha t  consi de ra t i on  i s be i ng  g i ven  as to  whe the r f i nanci a l  m arke t  i n te rm ed i a ri es ("FM Is" ) tha t  a re  desi gna ted  as
system i ca l l y i m portan t ,  shou l d  be  e l i g i b l e  fo r d i rect  access to  Lynx fo r the  pu rpose  o f  e ffect i ng  se t t l em en t,  the reby a l l owi ng  the  opera to r o f  these
system s to  d i rect l y send  and  rece i ve  Lynx paym ents ra the r than  re l yi ng  on  the  Bank o f  Canada  ("Bank" ) (Lynx wi l l  rep l ace  the  La rge  Va l ue  T ransfe r
System  ("LVT S" ) and  fea tu re  fu l l y co l l a te ra l i zed  rea l -t i m e  g ross se t t l em en t o f  l a rge  va l ue  paym ents,  rem ovi ng  the  need  fo r resi dua l  guaran tees f rom
the  Bank).  L i ke  the  LVT S, Lynx i s expected  to  be  desi gna ted  as a  system i ca l l y i m portan t  paym ent system  and  wi l l  be  desi gned  to  com p l y wi th  the
Bank’s standards fo r System i ca l l y Im portan t  Paym ent System s. Gi ven  the  na tu re  o f  these  a rrangem ents and  the  fact  tha t  desi gna ted  FM Is a re  ove rseen
by the  Bank and  m ust  m ee t st ri ngen t  ri sk m anagem ent standards,  the  Departm en t i nd i ca tes tha t  ri sk exposure  to  Lynx and  Lynx pa rt i ci pan ts wou l d  be
l i m i ted .  Wi th  respect  to  Lynx,  the  Departm en t seeks feedback on  the  fo l l owi ng  quest i on :

1.  Wha t a re  your vi ews on  whe the r and  how to  b roaden  m em bersh i p  so  tha t  system s tha t  a re  desi gna ted  by the  Bank o f  Canada  as system i ca l l y
i m portan t  f i nanci a l  m arke t  i n f rastructu res can  d i rect l y access Lynx?

Next Steps

T he  Departm en t seeks feedback f rom  stakeho l de rs by Ju l y 24 ,  2018 .  I t  i nd i ca tes tha t  the  governm ent wi l l  p roduce  a  report  to  be  tab l ed  i n  bo th  Houses
o f  Parl i am en t based  on  feedback f rom  stakeho l de rs i n  th i s consu l ta t i on .

For assi stance  wi th  an  assessm ent o f  the  top i cs covered  i n  the  consu l ta t i on  p rocess o r i n  p repari ng  responses to  the  Consu l ta t i on  Paper,  p l ease  do  no t
hesi ta te  to  con tact  any o f  the  au tho rs o r a  m em ber o f  BLG’s Fi nanci a l  Se rvi ces Regu l a to ry Group.

ttps://blg.com/en/Expertise/Pages/FinancialServicesSectors.asp


By: S tephen  J.  Red i can,  Robert  Dawki ns,  Je ff rey S.  Graham , Sam antha  Tom

Servi ces:  Fi nanci a l  Se rvi ces

https://www.blg.com/en/insights/2018/05/en/people/r/redican-stephe
https://www.blg.com/en/insights/2018/05/en/people/_deactive/d/dawkins-rober
https://www.blg.com/en/insights/2018/05/en/services/industries/financial-service



