DISCUSSION PAPER for APCA Members
Real Time Person to Person Payments

History

Over the past few years there has been a concerted push from the RBA and consumer action groups for a real time payment that will be debited from the senders account and credited to the beneficiary’s account within a very short time span. (eg 10 minutes).

This drive to find the “Real Time Payment” has been acerbated by the sender seeing their account debited and the funds not received by the payee until perhaps 2 days later in a normal week and in last Easter case 6 days.

From this need to meet various consumer action groups agitations in countries around the world, we have in England the Faster Payments System which takes three hours to be credited to the beneficiary which is a great improvement on the previous three business days. In Australia, we have the RBA introducing the Low Value Settlement System in an effort to coerce FI’s (ie us) to credit the beneficiary at least intra day.

However there is a very large problem with what is trying to be achieved which has very large costs for some FI’s in that the “Memo”: updating of accounts is either not scheduled in the short term or is in fact not possible. Some FI’s do have this ability and use it but again it is at set times of the day and therefore a delay between being sent and being credited
Possible Solution

I believe that a possible cost effective solution already exists which when compared to other proposals would be inexpensive to implement. The basis for my reasoning is that few years ago APCA under MC3 developed a system called “Credit EFTPOS” which was designed to operate to accounts which had a card linked without the card being present or even a PIN. Unfortunately this system was never put into production as some FI’s at the time had difficulty in establishing a business case. However most of the infrastructure is already in place as evidenced by both MBF and Medicare using the “refunds” option in EFTPOS as a imitation credit EFTPOS.

How I envisage the system working would be a choice on the FI’s internet banking screen that would allow the customer to select either Pay Immediately or Pay Overnight option. The Pay Overnight is what is currently available with payments being made on the BSB and account number through BECS. The Pay Immediately would require a card number being entered into a designated field (in lieu of the BSB account number fields). The FI’s internet banking system would then know it is a real time payment and after providing the normal checks and reviews route the payment to the Bi-lateral link which the Card BIN identifies.  (In effect the sending FI is the acquirer of the transaction.)
The receiving FI on receipt of the payment would credit the account immediately as it currently does for “refunds”. Should the card number received be a “combo” card number, the receiving FI will check for an account in the following order, Cheque, Savings, or Credit? This inward payment would be applied to the first detected account.

Also this would not just be an EFTPOS system enhancement as it cuts across many fields internally within an FI and therefore with APCA could be classed as cross clearing system

Benefits
There are some very tangible benefits to implementing such a system and these would be:

· It is operational 24/7 as is the current EFTPOS system

· It would detract and nullify customers and consumer action groups continual complaints about FI’s not doing the right thing by debiting accounts immediately whilst the beneficiary not receiving the funds until possibly the next business day.

· It makes the funds immediately available to the beneficiary.  Importantly, as the funds are immediately available, the beneficiary can use the funds immediately after credit has been received.
· It provides a new income stream as the Sending FI will need to levy a fee for this product as they will need to pay the issuer “Interchange”. 

· The ability of Centrelink to make immediate available payments to those in need without having to send via HVCS and again can be done on weekends.

· It will make Australia a leader again in electronic funds transfer as no other country has such a real time system.
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