7.Recommendations

The Committee has classified its recommendations with a focus on their implementation. These are accordingly presented under:

1. Measures which require changes in primary legislation;

2. Measures which require changes in regulations or may be implemented through executive decisions or regulations.

The measures under (2) above are further sub-classified according to the institution which needs to take a lead in implementing them i.e GOI or RBI.

The Committee recommends that the GOI and RBI consider these holistically and not in isolation of each other.

7.1. Measures involving changes to primary legislation

The Committee observed that the existing Payment and Settlement Systems Act, 2007, suffers from major drawbacks which have restricted the reach of digital payments in India, compelling the vast majority of Indians to rely on cash transactions.

First, the law does not specify what exactly should be the purpose of regulating the payments market. For instance, the law does not impose any obligation on the regulator to promote competition and innovation in the payments market. Neither does it focus the regulatory attention on the need for consumer protection in digital payments (Note: The law originally enacted did not provide for any explicit provision on consumer protection. It was only in 2015, that one provision was inserted to protect funds collected from customers. See section 23A, Payment and Settlement Systems Act, 2007). The Payment and Settlement Systems Act, 2007, needs to be updated to clarify that the regulator's statutory objectives is to enhance competition, innovation and consumer protection in payments market.
Second, the law provides for a Board to be constituted by RBI for regulating payments. This Board is a sub-committee of the RBI and is not independent of the central banking functions of RBI. However, banking as an activity is separate from payments, which is more of a technology business. Microprudential regulation of banks may not by itself improve competition in payments market.

The Committee noted that in major common law jurisdictions, the competition and innovation objective in payments is kept separate from the central banking and micro-prudential objective. The current Indian statute failed to achieve this separation between payments regulation and central banking, thereby inhibiting competition and innovation in digital payments.

Third, the law does not provide for a comprehensive consumer protection framework. RBI has on its own endeavour issued regulations to address consumer protection concerns but the statute is absolutely silent on this. With the rising number of users of digital payment services, it is absolutely necessary to develop consumer confidence on digital payments. Therefore, it is essential to have legislative safeguards to protect such consumers in-built into the primary law.
Fourth, the current law does not impose any obligation on authorised payment systems to provide open access to all PSPs. This has led to a situation where access to payment systems by new non-banks PSPs like fintech firms have been unduly restricted. Most of them can access payment systems only through the banks, which are also their competitors in the payments service industry. This legislative distortion has restricted fast-paced expansion of digital payments in India by hindering competition from technology firms.

Fifth, it is crucial for India to allow dynamic innovations in payments and harness these innovations to propel financial inclusion. World-over, authorities are using regulatory sandboxes to test new business models and innovations.

Even RBI has from time to time allowed pilots. But the current law does not provide a clear explicit framework to apply for regulatory sandbox permits.

Sixth, the current law does not provide a framework to deal with systemically important payment systems, whose disruption could lead to financial instability.

Seventh, the present law is silent on data protection issues, which are becoming more relevant with more consumers being on-boarded onto digital payments platforms across the country.

To address these drawbacks in the current law, the Committee recommends that the Payment and Settlement Systems Act, 2007 be replaced by an updated legislation - Payment and Settlement Systems Act, 2017.

[image: image1.emf]The Government should:

Make regulation of payments independent from the function of central banking

a) The law must ensure that payments regulation is independent of central banking.

b) The Committee recommends that the payments function should be independent of the central banking function of the RBI. This can be achieved by making the BPSS more independent by introducing members from outside RBI. For clarity, this new independent board is referred to as PRB in the recommendations.

c) If there is any conict between the payments policies or regulations of the PRB and the micro-prudential or central banking policies or regulations of the Central Board of RBI, the latter's decision will prevail.

[image: image2.emf]Update the current Payment and Settlement Act, 2007 to include explicit mandate for principles enumerated below:

Competition and innovation

a) The primary objectives of the PRB must include promotion of competition and innovation in the payments market.

b) Every regulation made by the PRB must be preceded by a competition impact assessment.

c) Every regulation made by the PRB must be preceded by a cost benefit analysis such that:

i. lesser the risk imposed by a class of PSPs, lesser should be the regulation on them, where the risks identified must be specific risks like settlement risk, operational risk, business risk;

ii. all PSPs facing similar risks must be treated similarly;

iii. regulation of PSPs must be ownership neutral and cannot be based on bank versus non-bank classification.

d) Every year the PRB will publish an annual performance report on how its activities have facilitated its competition and innovation objectives.

Consumer protection and graded penalties:
a) The primary objectives of the PRB include promotion of consumer protection in the payments market.

b) The PRB must issue regulations in this regard and also promote public awareness of matters relating to payment services.

c) All PSPs must e_ectively disclose to their consumers the terms and conditions of their service and also give regular statements of account to the consumers for free.

d) Consumers should not be liable for losses arising out of unauthorised transactions or system malfunction.

e) Every PSP must have an internal dispute resolution mechanism to resolve consumer complaints.

f) Any consumer not satis_ed with the internal dispute resolution process or outcome will have right to approach the PRB.

g) Decision of PRB is subject to appeal before SAT.

Open access

a) A payment system must provide access to authorised PSPs in an objective, non-discriminatory and proportionate manner.

b) A direct PSP must not discriminate between authorized indirect PSPs2 of the same category in providing access [Note: Indirect PSPs are those who do not have direct access to a payment systems and may access it through a PSP who does have such an access. For example, non-bank digital wallets is an example of an indirect PSPs].

c) Terms of accessing one payment system cannot restrict an authorised PSPs from accessing another payment system.

d) Access to payment systems, including RTGS should be opened up to non-bank PSPs subject to proportionate restrictions.

Regulating systemic risk

a) The Central Government must issue rules on the criteria for designating a payment system as systemically important.

b) The Central Government may designate any payment system as systemically important through a reasoned order.

c) All systemically important payment systems will be regulated by the RBI.

Regulatory governance

a) All regulations must be approved by the PRB.

b) Regulations must be made in a trasparent manner stating the objectives of the  regulation, how the regulation achieves its intended purpose, a study of its costs and benefits, competition impact assessment and public consultation.

c) The PRB must consider comments received from the public and publish the comments along with a general account of response.

d) The law must create an accountable regulator with specific performance reporting obligations;

e) The law must ensure regulatory responsiveness and ensure that innovative business models are permitted without jeopardising consumer protection and _nancial stability;

f) Any person aggrieved with any regulatory action should have a right to appeal to an independent tribunal (SAT).

Data protection and security:

a) The law shall provide for protection of personal payments data by the payments systems as well as the PSPs.

b) PSPs may access personal data based only on explicit consent basis.

c) PSPs may process personal data for fraud detection purposes.

The drafting instructions have been discussed in section 7.3 below.

7.2. Measures involving regulatory changes or executive decisions

The Government may:

[image: image3.emf]Promote digital payments within Government: Government has a significant role in promoting digital payments in its role as one of the key transacting entity. The Committee recommends that the government should implement the following measures in the upcoming Union Budget 2017-18:

a) Adopt digital payments for all its payments needs. Requisite infrastructure and mechanisms should be created in terms of facility for online payments by customers and installation of POS or mobile based acceptance infrastructure.

b) Withdraw convenience fee / service charge / surcharge presently being levied by some departments / agencies (utility service providers, petrol pumps, railways, airlines, contributions to Relief Funds etc.) on customers for making electronic payments (C2G payments).

c) Bear cost of electronic transactions. The Committee recommends that when government acts as a merchant, it should bear the cost of electronic payments and not pass them on to consumers (eg. merchant fees on card payments or mobile payments like UPI).

The Committee suggests that Government, being a very large merchant, should negotiate the electronic transaction charges with banks and card schemes, instead of imposing a regulation on the market. This should be done for all government payments together so that the benefit of scale can be achieved. States should also be included in this initiative.

d) Implement facility for consumers to pay taxes and other government payments using debit cards and digital wallets, in addition to net banking. For example, currently, taxes can only be paid using net banking due to the manner in which the payment systems are designed. CBDT and CBEC should develop an e-commerce based model where their web portals generate the tax challans and accept payments from all electronic modes.

e) Promote digital payments for low value transactions. The low value routine transactions need special attention. These are payments that touch the lives of people every day. These could be parking charges, toll charges across the country or health services at government hospitals/ health centers. In many of these cases, the contracts are awarded by government agencies. The Committee recommends that all government agencies should consider the feasibility of such contracts requiring the vendors to provide a convenient digital payment option to consumers. This would encourage people to transact digitally.

f) Mandate use of Trade Receivable Discounting System (TReDS) by Public Sector Undertakings (PSUs) and Government Departments

g) Mandate that government agencies and organisations should not insist upon cheques including post-dated cheques and instead allow for at least one alternative digital payment mode, including for advance payment. Further awareness should be spread about the legal equivalence of ECS bank mandate with post-dated cheque.

h) Reduce customs and excise duties on imported equipment which form a part of retail payment system infrastructure Micro ATMs used by Business Correspondents; Fingerprint readers and biometric readers either as spare parts or as integrated Electronic Data Capture (EDC) machines / POS terminals; EMV chip and Personal Identi_cation Number (PIN) card.

i) Facilitate Service Tax input credit on price of digital transactions. CBEC to review the procedural requirement and issue necessary instructions.

j) Require utility bills and payments to Government above a certain threshold to be in digital mode only. Sufficient time should be provided for the government services and utilities to gear up for this.

k) Amend the General Financial Rules, 2005 and Central Government Account (Receipt and Payment) Rules, 1983 to include digital modes of payment over and above other modes of payment.

[image: image4.emf]Create a fund from savings generated from cash-less transactions: In the upcoming Union Budget 2017-18, a new Digital Payments Incentive Fund should be created, resourced from the savings generated by the Central Government from the movement towards less cash.

a) This may be called DIPAYAN or Digital Payments Action Network, also meaning light of a lamp. Using the trinity of JAM (Jan Dhan, Adhaar, Mobile) it will link financial inclusion with social protection, contributing to improved Social and Financial Security and Inclusion of vulnerable groups/ communities. This fund could be used to target public education about digital payments, incentivise higher usage of digital payments among socially and financially excluded, and help improve equitable outreach to women through women's self-help groups, MGNREGA, outreach through women teachers, women ICDS and NHM functionaries, digital coupons in government co-operative store or fair price shops, extending additional seed capital to women's self help groups, priority digital cards for skill development etc.

b) The Government should set in place a mechanism, both at national and state level, to regularly track the cost of handling cash and the cost of transitioning into digital payments. Accordingly, it should regularly quantify the savings that will accrue by fully transitioning into digital payments and consider providing subsidy for such transitioning accordingly.

c) It would be in existence over the medium term, for a period of 3 years. The Fund would be used to -

i. Promote public education and acceptance of digital payments, as well as changing expenditure related habits.

ii. This could be by incentivising extension and greater usage of Jan Dhan Yojana Accounts for digital payments, above certain threshold levels, by more vulnerable communities/individuals. These would include those living below the poverty line, SC, ST, minorities, people with disabilities, people living in remote areas with no banking access, areas with connectivity problems, areas a_ected by natural calamities etc.

iii. Government payments and receipts: An incentive in the form of cash back or a discount on price, funded by the above fund may be introduced for payment of government services and public utilities through digital means.

iv. Support POS based acceptance in certain sectors. The Government may evaluate the feasibility of supporting growth of this infrastructure for promoting digital payments in sectors like health services.

v. Di_erent states are at di_erent threshold levels of digital payments, with a differing spread and mix of vulnerable groups. The overall monitorable target should be specified at national level and State level.

vi. In addition, the fund should be used for funding innovative solutions to adopt digital payments. This should be available to all market participants.

[image: image5.emf]Create a ranking and reward framework: The Committee recommends that in the upcoming Union Budget 2017-18, promotion of Digital Payment Awards should be instituted as outlined below.

a) Government Payments: Awards could be instituted across key institutions and within key institutions making effective transitions to less cash or more digital payments. Institutions include for instance the Railways.

b) Awards may be designed for the best performing state, or the best performing district, within the state, in terms of ensuring higher threshold levels of digital payments with higher outreach to and participation of disadvantaged community groups.
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a) Promote eKYC and paperless authentication. The Committee recommends the following measures:

a) Aadhaar eKYC and eSign should be a replacement for paper based, costly, and shared central KYC registries: The Committee recommends that a reporting entity under Central eKYC should be allowed to upload the Aadhaar number of the client onto the Central Registry, if it is available and the client permits usage of the same. Appropriate notification may be issued to allow use of Aadhaar based eKYC and eSign to override any existing Central eKYC processes involving physical forms, wet signature, physical photos, and any other processes. This should cover all Financial Service Providers (FSPs).

b) Promote Aadhaar based KYC where PAN has not been obtained: The Committee recommends that a natural person with an Aadhaar should be allowed to complete KYC in such transactions by quoting his Aadhar number if PAN has not been obtained or is not required to be obtained as per provisions of section 139A of Income Tax Act. This will enable Government to reduce the threshold value for cash transaction without any KYC and provide Department of Revenue with improved tracking of transactions. It would also help identify people who should have obtained PAN but have not done so. It is recommended that the Department of Revenue and UIDAI jointly develop a mechanism to use the Aadhaar number for authentication of the transaction instead of taking a paper based filing of Form 60 from natural persons. Rule 114B of the Income Tax Rules, 1962 should to be amended to provide that where PAN has not been obtained by a person, Aadhaar may be used as a primary KYC. However, opinion of Attorney General may be obtained before carrying out the proposed amendment.

c) Consider quoting Aadhhar compulsory in income tax return for natural persons: It is recommended that in respect of natural persons Aadhaar may be required to be compulsorily quoted while furnishing Income Tax returns. However, opinion of Attorney General may be obtained before carrying out the proposed amendment.

d) Promote Aadhaar as the primary ID for general KYC purpose: The Committee recommends that Aadhaar should be made the primary identi_cation for KYC with the option of using other IDs for people who have not yet obtained Aadhaar. This should foster growth of digital payment ecosystem with full KYC compliance. It is clari_ed that this recommendation is for situations where people are required to provide KYC from a list of many options. In such a situation, a person should first use Aadhaar and use alternative IDs only if Aadhaar has not been obtained.

b) Implement disincentives for usage of cash
a) Permit merchants including government agencies to levy a cash handling charge for payments in cash above a certain threshold. The cash handling charge so collected should be exclusively used fund new infrastructure for acceptance of digital payments (like POS devices).

b) Gradually reduce threshold for quoting of PAN for cash transaction in banking from Rs 50,000 and for similarly for merchant/other transactions where the current threshold is Rs 200,000. Include quoting of Aadhaar as an alternate (over other KYC) for natural persons not having PAN or who are not required to obtain PAN as per provisions of section 139A of the Income Tax Act, 1961.

c) Create awareness and transparency

a) Today, the scale of implicit cost of transacting in cash is not understood. In fact, most people assume that there is no cost in most cash transactions. The Committee recommends that the regulator and Government should release data on cost of cash handling at a periodic interval. Large merchants including government agencies should account and disclose the cost of cash collection and cash payments incurred by them periodically. For instance, ATMs, could display the cost of cash withdrawals.

b) In addition, the Committee recommends that measures should be introduced to create awareness about the implicit cost of cash transactions. A separate study may be commissioned to recommend specific action.

d) Create parity between cash and digital payments

a) For the purpose of KYC cash often has relaxed compliance requirements as against digital transactions. The Committee recommends that eKYC requirements in digital payments should be in consonance with KYC requirements in transacting in physical cash. Transactions which are permitted in cash without KYC should also be permitted on prepaid wallets without KYC.

b) Today, most merchants do not accept digital payments. The Committee recommends that the Government should seize the initiative and require all government agencies and merchants where contracts are awarded by the government to provide at-least one suitable digital payment option to its consumers and vendors (Discussed in Section: Government Payments and Receipts).

e) Promote USSD based payments: USSD can be used to provide various digital services to consumers who do not have smart phones and internet access. For example, they can avail of basic banking services and information requests. RBI and TRAI should jointly set up a mechanism to ensure that the failure rates on such transactions are brought down to acceptable level and responsibility for such failures to be a_xed. In addition, suitable redress mechanism should be put in place to encourage consumers, specially those from the low income segment to adopt usage of USSD based _nancial services.

The RBI should immediately initiate steps to:

[image: image7.emf]Consider outsourcing the function of operation of payment systems like RTGS and NEFT. While moving RTGS to a separate operator is not envisaged for now { it can be considered at an appropriate time after doing a cost benefit analysis, due public consultation on the merits and demerits of the RTGS being outside the central bank and the international experience in this regard. A cost benefit analysis may be initiated as an initial step. Multiple payment system operators should be encouraged and payment systems should be operated by market entities.

[image: image8.emf]Upgrade payment systems like RTGS and NEFT to operate on 24x7 basis in due course of time: The RBI should take appropriate steps to extend the operating hours of RTGS in a staggered manner, observe the trends and use the market feedback to pace the journey to a 24x7 availability of RTGS and NEFT. In case of IMPS, the Committee recommends that the transaction limit should be reviewed periodically and increased subject to appropriate risk management.

[image: image9.emf]Allow non-bank PSPs to directly access payment systems: The Committee recommends that RBI should issue regulations imposing legal obligation on all authorised payment systems to provide open access to all PSPs subject to objective and non-discriminatory restrictions. Similarly, legal obligations must be imposed on all direct PSPs not to unfairly discriminate between authorised indirect PSPs in providing access.

[image: image10.emf]Require shareholding and goverance of important retail payment organisations to be improved: The Committee recommends that RBI should issue regulations which require important retail payment organisations to have a time bound plan to move towards diffused shareholding where no individual shareholder along with persons acting in concert can hold more than 5% of the equity share capital. Further, the shareholding should be broad-based to include all classes of PSPs. Moreover, their board should have majority `public interest directors' - independent directors, representing the interests of consumers in payments markets and who do not have any association, directly or indirectly, which in the opinion of the regulator, is in conict with their role. For example, NPCI is an important payments organisation running some of the key payment systems in the country. It could potentially be classified as a SIFI by GOI. RBI should require NPCI to develop short term plan to move towards di_used shareholding structure and have majority public interest directors.

[image: image11.emf]Enable payments to be inter-operable between bank and non-banks as well as within non-banks: The Committee recommends that RBI should issue necesssary regulations for retail payment organisations, which would require NPCI to implement full interoperability between bank and non-bank PSPs and also inter se non-bank PSPs. One way this may be implemented is by mapping of digital wallet accounts to mobile phone numbers and Aadhaar (similar to the manner in which the bank accounts are mapped). This should enable almost all of adult population to transact money digitally on their phones using their Aadhaar or phone number. This would enable open loop non-bank wallets. The Committee has separately recommended the GOI to enable seeding of non-bank PSPdigital wallet accounts to Aadhaar in a manner similar to seeding of bank account numbers and mobile numbers to Aadhaar. In order to create a comprehensive ecosystem which encourages digital payments around this intitiative, the following additional measures are recommended to be implemented by RBI: 
a) Enable a standardised interconnect regime for Over-The-Top (OTT) services: The Committee recommends that the RBI may issue suitable regulations to provide for a standardised regime for banks and non-banks to provide consent based access of customer account to each other for OTT services (Interconnect). This shall provide for a principle based open access regime between banks and non-banks, and enable value added services for consumers.

b) Study the feasibility of allowing the DCB model by telecoms for all low value transactions through light touch regulations. c) Explore potential options of making USSD based transactions more convenient for consumers with feature phones.

d) Accelerate deployment of Aadhaar enabled acceptance network: The committee recommends that RBI should accelerate deployment of Aadhaar enabled POS and micro ATMs to enable a large population with Aadhaar to transact digitally.

e) Enable presence-less Aadhaar-based transactions: The Committee recommends that OTP based Aadhaar KYC be permitted for banks and wallets. RBI to issue necessary notification.

f) AEPS should support all modes of Aadhaar authentication and OFF{US transactions: The Committee recommends that AEPS should support all modes of Aadhaar authentication including iris and OTP and also support full OFF{US transactions across all players. RBI should mandate that NPCI, banks, e-wallet providers enable this as early as possible.

[image: image12.emf]Create a formal mechanism to allow innovations and new business models: 
a) The Committee recommends that the regulator should enable a formal framework for a regulatory sandbox. A regulatory sandbox can be used to carve out a safe and conducive space to experiment with FinTech solutions, and where the consequences of failure can be contained.

b) The Committee recommends that telecom companies be permitted to roll out DCB Payment model within the telecom entity for all low value payments. The thresh hold may be defined by RBI in consultation with TRAI and reviewed periodically.

c) The Committee recommends evaluating possibility of RBI issued digital currency and testing a proof of concept.

[image: image13.emf]Other measures:

d) Publish regulations on SIPS and SIFIs: The Committee recommends that the RBI publish (i) regulations on SIPS and (ii) regulations on SIFIs.

e) Support POS, Card based and Other Digital Transactions: RBI should unbundle the MDR charges by making it obligatory for the card schemes to publicly disclose the charges for aquirer banks and issuer banks including network fees. This should be done for all digital transaction and not just card based ones. In addition, RBI should specify a differentiated approach to MDR with a higher minimum share of aquirer fee for POS based transactions. This may be done only for a specified time and reviewed annually. In addition, it may evaluate an option whereby, (i) issuers should have a role in expanding the acceptance infrastructure without having to get in the business of managing it and (ii) the acquirers should have the incentive to grow the business beyond the top cities and (iii) the merchants should have the incentive to install and operate the terminals. One such approach has been discussed in the Section: Access, Adoption and Usage.

f) Enable faster and cheaper credit: The Committee recommends that CICs be allowed access to alternate data from like non-_nancial sources like telecom and utility bill payments etc. This can be enabled by RBI. Similarly, RBI can issue regulations to include `other person or institution' for the purpose of obtaining credit information. Therefore, the Committee recommends that the RBI may expand the scope of persons who can be specified users of credit information from the CIC.

g) Develop Metric for Digital Payment: The Committee observed that there is a lack of a measurable target for tracking progress on digital payments in India. There is an accute lack of reliable data relating to digital payments and a lack of definitional clarity on what constitutes digital payment. Accordingly, the Committee recommends that the RBI should within 2 weeks of releasing this Report, develop a comprehensive metric to quantitatively measure and monitor the enhancement of digital payment services in India. This would entail categorically defining the scope of digital payment services, and identifying the various strategies required to objectively improve the digital payments ecosystem.

h) Promote cross-border payments: The Committee recommends that non bank PSPs be permitted to bring inward remittance without the need to depend on a bank. RBI should allow non-bank players to act as Indian agents under the Money Transfer Service Scheme (MTSS) and issue PPIs to approved Overseas Agents. This may be enabled by creating a new limited Authorised Dealer license for non-bank players only for inward remittance purposes. This can be done by RBI through regulations under section 10 of the Foreign Exchange Management Act, 1999.

7.3. Drafting instructions: Payments and Settlement Systems Act

1. Statutory objectives

a) The PRB must advance one or more of its payment system objectives. The payment system objectives of the regulator includes (i) the consumer objective; (ii) the competition objective; and (iii) the innovation objective.

b) The consumer objective is to ensure that payment systems are operated and developed in a way that takes account of and pro- motes the interests of existing and future consumers of payment systems and PSPs.

c) The competition objective is to promote e_ective competition among operators and infrastructure providers of payment systems and among PSPs, in the interests of existing and future consumers of payment systems and PSPs.

d) The innovation objective is to promote the development of, and innovation in, payment systems and PSPs in the interests of existing and future consumers of payment systems and PSPs.

2. Regulatory governance

a) All regulations issued by the PRB must follow a transparent process and must be approved by the PRB itself. The PRB must approve and publish a draft of the proposed regulations along with:

i. objectives of the proposed regulations;

ii. the exact problem that the regulations seek to address;

iii. how solving this problem is consistent with the statutory objectives of the Regulator;

iv. the manner in which the proposed regulations will address this problem;

v. the manner in which the proposed regulations comply with the law;

vi. an analysis of the costs and benefits of the proposed regulations a competition assessment of the impact of the proposed regulations on the choice and information available to consumers of payment services; number or range of payments services providers, incentives and ability of PSPs to compete efficiently in the market;

vii. the process by which any person can make a representation in relation to the proposed regulations.

b) Every proposed regulation must be released for public comments for a period of not less than 21 days.

c) All representations made during the public comments stage must be considered by the PRB and necessary changes should be made to the proposed regulations.

d) The _nal regulations must be issued after the PRB approves the proposed regulations.

e) Along with the final regulations, the regulator must publish all representations received during the public comments stage and a general account of the response of the Regulator to such representations.

f ) The PRB must review every regulation after every three years of their issuance.

g) Any person can make a representation anytime to the PRB for amending of an existing regulation or issuance of a new regulation to facilitate any new innovative technology. The PRB must publish such a representation on its website and may either accept or reject the proposal made in such representation. If the PRB chooses to reject such proposal it has to give speci_c reasons and publish the same on its website. The PRB must frame regulations to handle this regulation-making petition process.

h) Every year the PRB will publish an annual performance report on how its activities have facilitated its statutory objectives.

3. Consumer protection

a) The PRB must issue regulations to:

i. protect and promote the interests of consumers of payment services;

ii. promote public awareness of matters relating to payment services.

b) The PRB must taken into account the following principles while making regulations for consumer protection:

i. degree of risk involved in the payment system;

ii. degree of experience and expertise of the consumers;

iii. adequate disclosure of information to enable consumers to take an informed decision.

iv. Take into account consumer expectation in relation to transactions.

c) The PRB must issue regulations to promote consumer confidence in payments including requiring PSPs to effectively disclose to their consumers:

i. the terms and conditions of their services including fees and charges;

ii. any change to the terms and conditions of their services;

iii. free statements of transactions undertaken.

d) The holder of any payment account shall not be liable for losses arising out of unauthorized transactions or system malfunction except in circumstances as may be speci_ed by the Regulator through regulations.

e) PSPs must provide an internal dispute resolution mechanism to resolve consumer complaints within such time and in such manner as may be speci_ed by the regulator through regulations.

4. Open access

a) Payments systems shall not impose on any PSP, user or other payments system any of the following requirements:

i. restrictive rule on e_ective participation in other payment systems;

ii. rule which discriminates between authorised PSP in relation to rights, obligations and entitlements of participants.

b) A PSP, which chooses to have indirect access to a payments system through a banks payment account services, must have such access on an objective, non-discriminatory and proportionate basis such that the PSP can provide payment services in an unhindered and efficient manner.

c) The PRB shall specify the regulations on access of PSP to a payments system.

d) The regulations on access made must:

i. be objective, non-discriminatory and proportionate;

ii. not inhibit access more than is necessary to safeguard against speci_c risks such as settlement risk, operational risk and business risk and to protect the financial and operational stability of the payments system;

iii. take into consideration the interests of the current participants in the system; and,

iv. take into consideration the interests of people who, in the future, may want to access the payments system.

e) The process that a person should follow to apply to a payment system for access must be specified by the Regulator.

f ) A payment system may reject access to a person only through issuance of a reasoned order.

g) Any person aggrieved by such a rejection order will have a right to appeal to the Regulator.

h) Any person aggrieved by such an order of the Regulator to grant or deny access to a payment system will have a right to appeal to the Competition Appellate Tribunal.

5. Innovation

a) The PRB must issue regulation on regulatory sandbox to promote innovation in the payments market without compromising on consumer protection and overall systemic risk.

b) Such regulations must include:

i. the eligibility criteria for applying for a regulatory sandbox;

ii. the process for applying for a regulatory sandbox authorisation.

c) The PRB may reject an application for regulatory sandbox authorization only through issuance of a reasoned order.

d) Any person aggrieved by such a rejection order will have a right to appeal to the SAT.

6. Systemic risk

a) The Central Government must, in consultation with RBI and the Regulator, issue rules on the criteria for designating a payment system as systemically important.

b) The Central Government may taken following criterias into account while designating a payment system as systemically important:

i. Number and value of the transactions that the system process presently.

ii. Nature of the transactions that the system processes.

iii. Relationship of the system with other systems.

iv. Complexity involved in the system.

c) The Central Government may designate any payment system as systemically important through a reasoned order.

d) A payment system may challenge a designation order to the SAT.

e) All systemically important payment systems will be regulated by the RBI.

7. Data protection

a) PSPs shall only access, process and retain personal data necessary for the provision of their payment services, with explicit consent of the payment service user.

b) The Regulator may by regulations allow processing of personal data in certain circumstances to safeguard the prevention, investigation and detection of fraud or cyber crime.

