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• Accessibility – To ensure reach of various payment systems at reasonable cost 

to various segments of the populace. 

• Authorisation – Granting entities authorisation to operate payment systems in 

accordance the provisions of the Payment & Settlement Systems Act and the 

Regulations framed thereunder. 

 
1.4 The Board for Regulation and Supervision of Payment and Settlement Systems 

(BPSS), is the apex body for regulation and supervision of payment systems in the 

country. The vision would be achieved under the overall guidance, direction and 

supervision of the BPSS. 

 
II Payments System Initiatives 
2.1 Several initiatives taken by the Bank for migration of cash payments to the non-

cash mode notwithstanding, use of cash is still substantial. The endeavour to migrate 

cash mode of payment to the non-cash modes, be it paper or electronic, will continue. 

There have been consistent efforts to move away from paper-based payments to the 

safer and more efficient electronic modes of payments. 

 
2.2 Outreach of existing payment system products to cover more geographical areas 

and more segments of the populace in the country shall continue to be focused upon. 

 
2.3 The Bank continues to play an important role in introducing customer service 

initiatives. Towards this end, the recent steps taken in various payment system 

segments include – card payments (increasing card security), ATM payments (increasing 

accessibility to the public, bringing transparency and reasonableness in charges), 

rationalising charges for electronic payments (NEFT / RTGS) and collection of outstation 

cheques, mobile payments (issuance of 'Mobile Banking transactions in India - Operative 

Guidelines for Banks'), pre-paid payment instruments (guidelines on ‘Issuance and 

Operation of Pre-paid Payment Instruments in India (Reserve Bank) Directions, 2009'), 

etc.   

 
2.4 Competition, encouraging alternate methods of accomplishing the payment 

requirement and facilitating new initiatives of payment system providers to bring in more 

efficiency in the existing / new payment systems remain the thrust areas.  

 
III Payments System Oversight 
3.1 The guiding principles while pursuing the oversight goal will continue to be 

objectivity, simplicity and transparency. Streamlining operating instructions, prescribing 

uniform practices, laying down minimum benchmarks, insisting on adequate 
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redundancies and requiring effective business continuity plans will be vigorously 

pursued. Focus will be on monitoring implementation of guidelines both in letter and 

spirit.  

                     
3.2 The Payment and Settlement Systems Act, 2007 (the Act) (effective from August 

12, 2008) prohibits any entity from commencing or continuing to operate a payment 

system without the approval of the Bank. The Bank may accord approval to the payment 

system, based on the need for the proposed activity, the services proposed to be 

undertaken / offered and the efficiency it will bring to functioning of the payments 

systems in the country. The Bank, while authorising payment systems, would advise the 

criteria and prescribe the terms and conditions under which the said systems shall 

operate. 

    
3.3 It is imperative that payment systems are operated in a safe and efficient manner 

as well as in the best interests of the public. The Bank shall endeavour to –  

• Enhance the security, integrity and resilience of the payment system 

infrastructure in the country by ushering in new initiatives or necessitating 

standards through a consultative process and balancing with the suggestions of 

various stakeholders. The approach will be need-based and appropriately 

calibrated to reflect rational expectations. 

 
• Comply with the general principles enunciated in the 'Report on Central Bank 

Oversight of Payment and Settlement Systems' published by the Committee on 

Payment and Settlement Systems duly taking into account our practices and 

requirements. The general principles of oversight are (i) transparency, (ii) 

international standards, (iii) effective powers and capacity, (iv) consistency, and 

(v) co-operation with other authorities. The Bank would accordingly make public 

the requirements and the criteria for the various payment systems. 

 
• Adopt the recommendations and principles enunciated by international 

institutions like the BIS, FATF, etc., while developing or approving systems, 

issuing operational guidelines or mandating requirements in new or existing 

payment systems. For the purposes of wider dissemination and transparency, the 

Bank would be placing on its website the names of entities to whom authorisation 

to operate payment systems has been approved and the conditions of 

authorisation subject to which only such entities can operate. 
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• Put in place appropriate off-site monitoring / surveillance and on-site audits / 

inspections / scrutinies to ensure compliance with the laid down prescriptions. 

 
3.4 These measures are expected to facilitate an orderly growth and functioning of 

the payment systems thereby instilling confidence among the various stakeholders. 

 
IV Risk Mitigation  
4.1 With increase in reach, size and significance of payment systems the Bank is 

committed to assuring their safe and efficient functioning by identifying various risks, 

addressing risk-reduction by putting in place risk-mitigation measures and mandating 

appropriate risk-management practices.       

 
4.2 The risks in payment systems viz. concentration risk, counter-party risk, credit 

risk, legal risk, liquidity risk, operational risk, regulatory risk, settlement risk and systemic 

risk will continue to be addressed by the Bank.  

 
4.3 Towards this end, emphasis will be on advocating –  

• Mitigating concentration risk in both large value as also retail payment systems by 

way of limiting operations of multiple payment systems by a single entity as also 

one bank acting as settlement bank for multiple payment systems or alternatively 

putting in place measures for risk mitigation wherever necessary.  Important large 

value payment systems are now being operated by Clearing Corporation of India 

Limited (CCIL), which also acts as a central counterparty for systemically 

important payment systems. This calls for very close monitoring of the activities 

and functioning of CCIL and continuously reviewing the need for an additional / 

alternate central counterparty operating some of the payment systems with each 

capable of taking over the operations of the other in case of eventuality. The risk 

of concentration of settlement in the form of a single central counterparty needs 

to be carefully looked into. The retail payment systems are operated by various 

entities, and the focus would be to ensure that there is no concentration of a 

single bank acting as settlement bank for multiple payment systems. The other 

issue that needs to be addressed as part of concentration risk is in the 

outsourcing arrangements entered into by system participants with service 

providers. Reliance on a single or few service providers gives rise to 

concentration risk and could emerge as a significant single-point-of-failure. 

Proper risk mitigation measures in this regard would be pursued in consultation 

and co-ordination with all the regulatory departments.  
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