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Executive Summary
1. The Payment and Settlement Act, 2007 was the first dedicated law to
regulate and supervise the payment systems in India. It provided for
powers to the Reserve Bank of India to constitute a Board to regulate the
payments sector and it provided legal basis for basic features of a
payment system framework i.e. netting and settlement finality.
2. Growth in FinTech has enabled non-banks to play a significant role in
payments. This combined with the Government's agenda to promote
growth of digital payments resulted in a comprehensive review of the
vision for the payments sector with an objective to promote access and
competition in the payments industry.
3. A Committee on Digital Payments constituted by the government in 2016
made a detailed case of independent regulation of payments and its
separation from the function of central banking, management of monetary
policy and operation of payment systems.
4. As a first legislative step to implement the above recommendations, in
2017, the government amended the PSS Act to provide for a Payments
Regulatory Board (PRB) to regulate payments and commenced work on a
detailed review of the PSS Act.
5. Thereafter a Committee comprising group of officers from the
Government and the Reserve Bank reviewed the suggestions of the
Committee on Digital Payments in the context of the PSS Act and drafted
a new Bill to replace the existing Act.
6. This Committee reviewed the above Bill and undertook detailed
consultations with its members. This resulted in an updated draft. See:
Deliberations of the Inter-Ministerial Committee on page 15.
7. The updated Bill seeks to foster competition, consumer protection,
systemic stability and resilience in payment sector and establish an
independent PRB to regulate the payment sector, including non-banks as
significant players in the payments ecosystem, and to consolidate and
amend the law relating to payments.
8. The Bill provides for:


the PRB to be an independent payments regulator.



further changes to the composition of the PRB beyond the
composition provided in the Finance Act, 2017 (Annex 3.14).



the RBI to have significant representation on the PRB and
envisages a formal mechanism for co-ordination so that the
regulation of payments, in so far as it may be relevant in the context
of financial stability, monetary policy and credit policy is achieved
harmoniously.

9. All the Committee members unanimously agreed on all the clauses of
the proposed Payment and Settlement System Bill, 2018 expect for the
following:
a) RBI: The RBI suggested that the PRB should be with the RBI and
the Chairperson of the PRB should be from the RBI and should
have a casting vote. Accordingly to the RBI, this would provide
the RBI with the necessary powers, in the context of its monetary
policy function, to issue directions to the payment system
provider(s).
b) DFS: The DFS suggested that the Bill should explicitly provide for
public/ government ownership of at-least fifty-one percent equity
ownership in the National Payments Corporation of India (NPCI)
and for the Central Government to have powers to appoint two
nominee directors on the Board of payment system providers
where the ownership of public sector banks was in majority or
where a payment system provider was operating a payment system
of national importance and the Central Government felt it was in
public interest to appoint nominee directors. Accordingly to the
DFS, this would ensure that NPCI is not owned by banks and
facilitate a level playing field as NPCI was operating key payment
infrastructure and was also competing in the sector as a service
provider.
10. The Committee's analysis of suggestions from the RBI:
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a) The Committee noted that the qualification of the Chairperson in
the Bill provided for the Chairperson to have experience in the
central banking function. To further address RBI's concerns, the
Committee incorporated section 10 in the Bill to provide RBI with
the powers to make a reference to the PRB to consider any matter,
which in the opinion of the RBI was important in the context of
the monetary policy. Under section 9, PRB shall make a reference
to RBI when it proposes to make any regulation against a
designated payment system and the RBI can give its opinion in
this regard. If PRB disagrees with the opinion of RBI, and RBI
does not agree with the reasons given by the PRB, the RBI can
also make a reference to the Central Government.
b) The RBI has highlighted that there are many jurisdictions where
the Central Bank is regulator of the payment systems. The
Committee does not disagree with this. However, jurisdictions like
the United Kingdom and Australia demonstrate the fact that there
are multiple regulators having concurrent jurisdictions over
payment systems.
c) The fact that in some jurisdictions there are regulators and
supervisors which are different from the Central Banks is a proof
that regulation and supervision of payment system is not a natural
corollary of a Central Bank's currency management system. The
PRB has been given sufficient powers in the proposed Bill to
ensure that the public's ability to transmit money smoothly and
securely through payment and settlement systems is ensured.
These are significantly more than the existing Payment and
Settlement System Act, 2007 (PSSA, 2007).
11. The Committee's analysis of suggestions from the DFS:
a) Additional requirements for infrastructure systems have been
provided in the Bill to enable the regulator to restrict the ownership
level of banks or non-banks, individually or collectively as a
category. Further, changes were introduced in the Bill to provide
the regulator with power to specify the requirements around
independent directors and consumer representatives on the board of
a payment infrastructure institution.
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b) The Committee decided that it may not be advisable for
government to get into the ownership and management of
payment systems and infrastructure systems, if the concerns can
be addressed without that. Therefore, the Committee did not
consider it necessary for the law to mandate government
ownership or directors in payment infrastructure institutions.
c) The Committee is of the view that suggestions pertaining to NPCI
should be considered separately at an appropriate forum.

12. The Committee recommends the proposed Payment and Settlement
System Bill, 2018 to consolidate and amend the law relating to the
payment sector. The Bill is being submitted along with this report. The
Committee recommends that the Government may place the Bill before
the Union Cabinet for its consideration. See: Recommendations on
page 23.

13. The Bill has 100 sections as against 38 sections in the existing Act. A
table of content of the proposed Bill is given below.
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Part

Section Highlight

Preliminary

1,2

45 definitions as against 17 in the existing Act.
Introduces terms such as infrastructure system,
settlement, system, interoperability, payment
service, personal information regulatory Data

& Definitions

Lays down the process of selection and
appointment, resignation, suspension and removal of
members of PRB;
decision making process and conduct of the meetings
of the board .
Provides for objectives to be considered and
balanced while making regulations and issuing
directions

Payments
Regulatory
Board (PRB)

3-8

Coordination

9

with RBI

10

Finance,
Accounts,
Audit

11-15

Requires PRB to make reference to the RBI before
making
any
regulations for designated payment systems.
Provides the RBI with the power to make a reference
to the PRB to consider any matter, which in the
opinion of the RBI is important in the context of the
monetary policy.

Accounts of PRB shall be audited by the Comptroller
and Auditor General of India (CAG).
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Executive
Functions
Of PRB

Consumer
Protection
and Rights and
Duties of a
System Provider

16-52

53-62

Provides for criteria for authorisation and process
of authorisation.
Conditions and process for revocation of
authorisation.
Regulatory sandbox.
Determine standards.
Criteria for enabling open access and interoperability.
Enforcement actions along with factors to
determine appropriate enforcement actions
Power to investigate along with the due process.
Power to appoint observer if it is justified after
conducting investigation
Power to issue disgorgement order.
Appeals to Securities Appellate Tribunal (SAT).

Principles of consumer protection.
Factors to consider while regulating protection of
consumer funds
Safety and security of payment system and protection
of information.
Disclosure of information.
Independent consumer redress mechanism and appeal
to SAT
and
Rights and duties of system provider
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63-75

Power to designate important payment systems along
with criteria to identify them and the process of
designation

76-81

Additional supervision powers - appoint observer,
approve bye-laws, direction to vary agreements,
regulation on ownership and governance of
infrastructure institutions
.
Stringent fines and provision for imprisonment.

Regulation and
Rules

82-86

Process of making regulations, provision for persons to
apply to PRB to change regulations

Miscellaneous
power of the
central
Governement to
supersede the
PRB

87-99

Power of the Central Government to issue directions to
PRB.

Designated
Payment
System

Offences

Dispute resolution mechanism for system participants
and system providers
Act to apply to all regulated exchanges in relation to
settlement of payment instructions.
Contents of annual report of the PRB.

Ammendment
100

Schedule

Consequential amendment to the RBI Act, 1934.
Payment transactions and services not constituting a
payment system requiring authorisation.
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1 Background
1.1 The PSSA, 2007 1 was enacted to regulate and supervise the payment
systems in India. It came into force with effect from 12th August 2008. This
Act authorised the RBI to constitute a Committee from its Central Board
known as the Board for Regulation and Supervision of Payment and
Settlement Systems (BPSS), to exercise its powers and perform its functions
and discharge its duties under this statute. The Act also provided the legal
basis for netting and settlement finality.

1.2 This Act has enabled initiation of effective steps towards financial
inclusion and expansion of payments market in India. Since it was enacted, a
few amendments have been made in the Act in 2015, mainly to strengthen
provisions around consumer protection and finality of determination of
payment obligations and settlement instructions.

1.3 While much has been achieved in the payments space in India, after the
enactment of the PSSA, 2007, much still remains to be done. In 2013, the
Nachiket Mor Committee Report observed that despite significant progress in
bank-led payment systems, there remained a vast gap in the availability of
basic payment services for small business, and low-income households. In
the same year, Report of the Working Group on Payments, Financial Sector
Legislative Reforms Commission (FSLRC), noted that the payments industry
globally has transformed rapidly in recent decades, providing promise for a
similar transformational change in India. There are compelling reasons to
argue that the perspectives governing the future of this industry need to be
markedly different from those which guided it in the past, as the growth
dynamic of this industry has changed. It recommended major reforms to the
PSSA, 2007 to enable competition and innovation in the payments market
and strengthen provisions around consumer protection.
1.4 Globally, non-cash transaction volumes grew to reach 433.1 billion in 2015,
the highest growth of the past decade. This growth has been fuelled by emerging
1

PSS Act 2007.

markets in Asia and Central Europe, Middle East, and Africa. 2 The growth in
non-cash transactions is taking place in an enabling regulatory environment
that is helping transform processes and bring new solutions in the payments
market.
1.5 With the objective of laying foundation of a digital future, the Union
Cabinet, Government of India (GOI), in February 2016, outlined its vision to
promote digital payments. The Ministry of Finance (MoF) outlined the steps
to be taken over the short, medium and long term. 3 The medium term steps
were decided to be implemented within two years.

1.6 A Committee on Digital Payments was constituted under the
Chairmanship of Shri Ratan P. Watal, Former Finance Secretary and
Principal Advisor, NITI Ayog on August 23, 2016 to review medium term
measures necessary to promote the digital payment system in the Country.
The Committee submitted Medium term recommendations to strengthen
digital payments ecosystem, requiring legislative changes. The Committee
specifically recommended the following4:




Establishment of the PRB within the overall structure of RBI with
majority of non-RBI members nominated by the Central Government
(Annex 3.14). 5
Replacing the existing PSS Act with a new law.

1.7 The report provided recommendations on the provisions to be considered
in the new Bill.
1.8 The Committee has noted that, traditionally, the field of payments has been
2

See, World Payments Report 2017, Capgemini, BNP Paribas,
https://www.worldpaymentsreport.com/
3.Department of Economic A airs, Ministry of Finance, Government of India 2016.
4
See, Annexure 3.14.
5
To make the regulation of payments independent from the functioning of the Central
Bank, the Watal Committee weighted two options. The rst option was to create a new
payments regulator and the second option was to make the current Board of Regulation
and Supervision of Payment and Settlement Systems (BPSS) within RBI more
independent by adding more independent members in the BPSS. After elaborate
deliberations, the Watal Committee took the view that the second option is more feasible.
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bank driven. However, technology has led to payments emerging as a
distinct industry: one that is increasingly dominated by FinTech companies.
Payment is a business of transferring money. In contrast, banking is the
business of intermediating between depositors and borrowers, and lending to
serve the needs of both.

1.9 The Committee in its report has made a detailed case of independent
regulation of payments and its separation from the function of central
banking, management of monetary policy and operation of payment systems.
1.10 It observed that central banks are ideally placed to be macro-prudential
regulators, and deal with matters of systemic importance. The objective of
central banks is to promote financial stability in any manner whereas
regulation of payments largely relates to regulating the market conduct of the
operators. The consumer interest may, therefore, be best achieved by a
creating a regulatory regime that is ownership neutral towards the operators
and provides for a risk based framework which enables competition without
endangering financial stability.
1.11 On February 1, 2017, the Finance Minister in his Budget speech announced:6
1. Creation of a PRB in the RBI by replacing the BPSS and
2. A comprehensive review of the PSSA, 2007.

1.12 In March 2017, the DEA, MoF, under Joint Secretary, Currency and
Coin Division, formed a Group of Officers with representatives of RBI,
MeitY, DFS and the DoLA to suggest improvements to the PSSA, 2007. 7
The Securities and Exchange Board of India (SEBI) participated in the
discussions of the Group from its second meeting.
1.13 The Group took into consideration the recommendations of Committee
on Digital Payments. Feedback received from all the Group members was
6 See, Annexure 3.14. The Payments Regulatory Board provided in Finance Act, 2017 has
not been notified.
7. See, Annexure 3.14.
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Box 1: Committee on Digital Payments

In its summary, the report had noted:
Banks, the incumbents, today face increasing competition from new
FinTech Payment Service Providers (PSPs). Banks earn revenues
(i) by using low cost Current Account, Savings Account (CASA)
deposits of consumers for onward lending at higher rates; (ii) when
consumers undertake payments transactions, and (iii) from the oat
when payments transactions move slowly. This business model is now
increasingly under pressure, more so for those banks who are not
geared to compete and innovate. FinTech companies that require to
connect to banking systems to serve their customers tend to face
restrictive practices. This anti-competitive setting is not conducive for
innovation and consumer interest. Moreover, India stands to lose out on
benefits from global innovation as international technology based PSPs
do not find it attractive to grow in India and Indian banks are not
challenged to become truly globally competitive.
Payments now need to be regulated independently. The approach of
RBI has already been to regulate non-banks in payments lightly.
This has enabled them to emerge as significant players in a
relatively short time frame. This growth now needs to be nurtured so
that banks face competitive pressure to innovate and non-banks
enjoy an equal opportunity to compete. Globally, this has been
recognised and structural changes have been put in place to ensure
that the consumers benefit the most from this technology led
payments revolution. This is true for many progressive economies
including countries in European Union (including UK), Australia and
South Africa. The common theme across these jurisdictions is to
promote increased participation of non-banks in payments, and
promote access and competition in the payments industry.
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considered. This group recommended that the PSSA, 2007 should be
replaced by a new Bill and submitted a draft Bill to this effect.
1.14 In November 2017, the DEA, MoF, formed this Inter-Ministerial
Committee headed by Secretary (Economic Affairs) with representatives of
RBI, MeitY, DFS and the DoLA to review the draft Bill suggest by the
Group constituted in March. 8

8

The order constituting this Committee is annexed to the report on page 60.
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2Deliberations of the Inter-Ministerial
Committee

2.1 This Committee reviewed the Bill proposed by the Inter Departmental
Group. Each of the representatives of the Inter-Ministerial Committee
submitted detailed feedback on the provisions of the Bill. The feedback was
deliberated at the meetings of the Committee and this exercise was repeated
multiple times.
2.2 As part of the Committee's work process, detailed rationale was provided
to each of the member wherever the comments were found acceptable or not
acceptable.

2.3 The issue of making regulation of payments independent of the central
banking function was extensively discussed and debated by the Committee
on Digital Payments. It was again discussed in detail in this Committee in the
context of the proposed changes in the payments legislation. This Committee
also debated on the desirable form and manner of such independence.

2.4 UK and Australia, two of the large modern financial systems have
created their own models of independent payments regulatory design. Europe
is implementing Payment System Directive 2 (PSD2) which promotes
payments regulation in a ownership neutral manner. It also provides a
framework for non-banks to access the payment systems operated by banks
based on consumer consent, effectively creating a potential for FinTech to
drive customer solutions.

2.5 India needs to develop its own model to achieve its objective of a modern
and future ready regulatory framework for payments. An increase in
competition is generally desirable but it requires a matching regulatory
design to provide effective regulation, enforcement and consumer protection.
The role of the RBI in financial stability and providing the settlement
function for key payment systems cannot be over emphasised.

2.6 RBI manages the nation's monetary policy - determines the size and rate
of growth of the money supply. It issues and manages the currency, targets
the optimal level of in inflation and provides banking to the Government. It
also regulates banks and payment systems and operates the key payment
systems. It runs the inter bank settlement system. This has been the case
traditionally all over the world.

2.7 Due to the rapid developments in technology, payments are getting
tightly integrated into existing and new business models giving rise to
development of new payment solutions. This has fuelled the emergence of
digital payments and the increase in scope for FinTech companies to enable
and provide payment solutions.

2.8 It is increasingly evident that it is no longer necessary to be a bank to
provide payment solutions. The NPCI which operates inter entity payment
systems like the Immediate Payment Service (IMPS) is not a bank. At a
consumer level, non-banks such as digital wallet-based payments and
payments integrated with chats and social media have led the innovation in
payment system like digital wallet based payments and social payments
integrated with chat and social media. Globally, the emergence of technology
led payment solutions is being seen as a catalyst to modernise the payment
ecosystem.

2.9 The regulatory design needs to evolve to keep pace with the emerging
scenario. A more inclusive regulatory design is likely to further promote
competition and as a result help improve access, safety and convenience
related to payments and help reduce transaction costs. It may also lead to
more innovation in the payment solutions. It is important to distinguish the
role of the Central Bank as an infrastructure institution providing settlement
function from its role as a regulator of the payment sector. It is this role of
the regulator which needs to evolve from being largely bank centric.
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Debate
2.10 All the Committee members, except the RBI, agreed on the need for an
independent PRB.
2.11 The feedback from MeitY and UIDAI was fully addressed during the
course of the deliberations. The last sets of comments from other members of
the Committee were discussed on 18th June, 2018 and suitably dealt with.

1

Views of the RBI
2.12 The RBI suggested that:
1. the regulation and supervision over the payment systems be retained
with the RBI in the proposed Bill, and
2. the chairperson of the PRB should be from the RBI and he should have
a casting vote.

Committee’s analysis of RBI’s suggestions
2.13 The suggestions made by the RBI were based on the consideration that
only central banks could effectively regulate the payment systems. The
Committee noted the concerns of the RBI. The proposed Bill was modified to
provide experience in the central banking function as a qualification of the
chairperson. To further address RBI's concerns, the Committee made changes
to the Bill to provide RBI with the powers to make a reference to the PRB to
consider any matter, which in the opinion of the RBI was important in the
context of the monetary policy.

2.14 However, RBI's assertion that there could be an intrinsic problem in
regulation of payments if they are not within the ambit of the Central Bank
and might result in regulatory arbitrage appears to be without evidence. This
has been discussed in detail in the analysis of the RBI's submissions.

1 See, Annexure 3.14.
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2.15 There are many jurisdictions where the Central Bank is the regulator of
the payment systems. The Committee does not disagree with that fact.
However, it is not necessary that in order to exercise its currency
management function, the Central Bank must be the regulator of the
payments sector. In the UK, no regulator has monopoly over the payment
systems with different regulators having concurrent jurisdiction over
different aspects of the payment system ecosystem. Similarly, in Australia,
the payment systems are regulated by a separate board within the Reserve
Bank of Australia. This board is functionally and operationally independent
from the central board of the Reserve Bank of Australia. The fact that in
some jurisdictions there are regulators and supervisors which are different
from the Central Banks is a proof that regulation and supervision of payment
system is not a natural corollary of a Central Bank's currency management
system.

2.16 The PRB has been given sufficient powers in the Bill to ensure that the
public's ability to transmit money smoothly and securely through payment
and settlement systems is ensured. These are more comprehensive than those
in the existing PSSA, 2007. The treatment of the role of the RBI has been
detailed out in the Role of RBI section of the Recommendations on page 31.
2.17 All other specific suggestions from RBI on the provisions of the Bill
have been addressed and there are no further comments from the RBI on the
other clauses of the Bill.

Views of the DFS
2.18 The DFS suggested that:
1. Ownership structure of NPCI: The Bill should explicitly provide for

public/ government ownership of at-least fifty-one percent equity in the
NPCI.
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Accordingly to the DFS, this would ensure that NPCI is not owned by
banks and facilitate a level playing field as NPCI was operating key
payment infrastructure and was also competing in the sector as a
service provider.
2. Government nominee directors: The Bill should provide for the Central
Government to have the powers to appoint two nominee directors on
the Board of any Company which operates a payment system, if (i) atleast fifty-one percent of its ownership is held by the public sector
banks, or
(ii) if the Central government is of the opinion that a company operates
a payment system of national importance and such appointment is in
public interest.

2.19 In its letter dated 22.06.18, the DFS, reiterated the Medium term
recommendations to strengthen digital payments ecosystem of Committee on
Digital Payments regarding the need for ownership of the NPCI to be demutualised
from payment system participants and that key infrastructure institutions should
have majority public interest directors. The DFS has in its support stated that a
meeting of the Committee of Secretaries (CoS) has recommended that the
ownership and management of the NPCI be examined. 2
Committee’s analysis DFS’s suggestions
2.20 The submissions of the DFS were aimed at removing the inherent con
ict of interest resulting from the ownership of infrastructure institutions being
held by a single entity or a group of entities representing a particular section
of the market operators. A specific case was made in the context of the NPCI
where the ownership was held by banks while non-banks were also expected
to be important participants in the payment sector. It pointed out that the
public sector banks owned 58.5% equity and as per the Committee on Digital
Payments ten banks held 74.7% equity.
2.21 The Committee has made several modifications in the Bill to address
the concerns highlighted by the DFS .
2

The DFS referred to the meeting of CoS held on 21.06.18.
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1. Chapter 12 (Additional requirements for infrastructure systems) was
introduced in the Bill. This seeks to address these concerns by
providing additional requirements for infrastructure systems. Under
section 71, the payment infrastructure systems are deemed to be
designated payment
systems and the additional oversight applicable on the designated
payment systems (section 66-70) applies to such systems. 3 In addition,
in case of infrastructure systems, the regulator can restrict the
ownership level of banks or non-banks, individually or collectively as a
category. The regulator has also been provided power to specify the
requirements around independent directors and consumer
representatives on the board of an infrastructure institution. Section 72
(Ownership and governance structure) of the Bill provides:
a) An infrastructure institution shall ensure that its ownership and
governance structures give precedence to the interests of
consumers over the pro t-making motive, if any, of the
infrastructure institution.
b) The Regulator may specify, (a) the maximum ownership interest
that can be held by a class or classes of persons in an
infrastructure institution; (b) the manner of calculating the
ownership interests of different classes of persons in an
infrastructure institution; (c) the requirement to have independent
members on the governing body of an infrastructure institution;
and (d) the requirement to have a representative or class of
representatives of consumers availing of the services provided by
the infrastructure institution, on the governing body of an
infrastructure institution.
2. Section 73 (Additional requirements for bye-laws) provides that the
bye-laws of an infrastructure system must promote the objective that
the PRB is required to pursue as contained in Chapter 4 (Objectives of
the Payments Regulatory Board). Therefore, if an infrastructure
institution is acting otherwise, it shall invite regulatory action.

2.22 It is relevant to note that, Section 67 (Power to appoint observer in
public interest) provides the regulator with the power to appoint an observer
on the board of a designated payment system in pursuance of its objections
under Section 8(4) (Systemic stability and resilience objective).
3

See, Annexure 3.14
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2.23 The Committee decided that it may not be advisable for government to

get into the business of actually operating the payment systems or the
payment system infrastructure, if the concerns can be addressed without that.
The Bill provides adequate obligations on the regulator to ensure appropriate
ownership and governance requirements for infrastructure institutions.
Therefore, the Committee did not consider it necessary for the law to
mandate government ownership or directors in infrastructure institutions.

Consensus
2.24 All the Committee members, including the RBI and the DFS, agreed on
clauses of the proposed Payment and Settlement System Bill, 2018 other than
those relating to:
1. Composition of the PRB (Difference of view: RBI) and
2. Providing for majority public/ government ownership and Central
Government nominees on entities such as NPCI (Difference of view: DFS).
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3 Recommendations

Bill to consolidate and amend the law related to
the payment sector

3.1 The Committee recommends a Bill to consolidate and amend the law
related to the payment sector. The proposed Payment and Settlement System
Bill, 2018 is being submitted along with this report.

3.2 The Bill provides for the PRB to be an independent payments regulator.
It provides for the RBI to have significant representation on the PRB and
envisages a formal mechanism for co-ordination between the RBI and the
PRB so that the regulation of payments, in so far as it may be relevant in the
context of financial stability, monetary policy and credit policy is achieved
harmoniously.

3.3 The objectives provided in the proposed Bill and the provisions
highlighted in this report are substantially new and are not present in the
existing PSSA, 2007.
3.4 The Bill explicitly recognises risk based regulatory framework. This is
achieved by recognition of designated payment systems, infrastructure
payment systems and settlement institution explicitly and providing for
proportionate regulatory framework. 1
An independent Payments Regulatory Board

3.5 In the Finance Act of 2017, the government amended the PSSA, 2007 to
provide for a PRB. This Committee reviewed and discussed the composition
1 See, Annexure 3.14.

and design of the PRB at length. It recommends a revised composition as
provided below:
Position

Finance Act 2017

Chairperson

- Governor
ex-officio

RBI
representatives

-1 Deputy Governor
of RBI in-charge of
the Payment
and
Settlement
Systems,
ex officio
- 1 Officer of the RBI,
to be nominated by
the Central Board of
RBI, ex officio.

Persons to

of

Recommendation
Committee

of the

RBI, - Person appointed by the
Government in consultation with
the RBI.

be - 3 persons to be

-1 Deputy Chairman, nominated
by the Central Board of RBI,
not below the rank of Executive
Director, ex-officio;
- 2 whole-time members,
appointed by the Central Board
of RBI.

- 1 officer, nominated by the

the Central Government, not below
nominated
by nominated by
the rank of Joint
Secretary,
the
Central Central Government
ex-officio;
Government
- 2 whole-time members.
Total

6

7

3.6 The proposed constitution has been recommended to provide a slightly
broad based composition and provision for whole-time chairperson and four
whole-time members. In the composition provided in the Finance Act, there
were three positions with RBI and three with the Central Government. All
the members were nominated or independent. In that design, there were no
whole-time members on the PRB. The revised design proposed by this
Committee seeks to addresses this gap.
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Objectives for the PRB

3.7 The Bill lays down the following objectives for the PRB:
1. Consumer protection: (i) Protect the interest of consumers, (ii) ensure
safety and soundness of the payment systems, and (iii) create trust and
confidence in the payment systems.
2. Systemic stability and resilience: Control of systemic risk and systemic
efficiency, stability and resilience.
3. Competition and innovation: to enable, in the interest of consumers,
(i) system participants to access payment systems based on objective,
ownership neutral and proportionate standards, (ii) interoperability
among system participants and among payment systems, (iii) payments
systems and payment services to be developed and operated in a
manner that promotes their ease of use, and (iv) improvements in the
quality, efficiency and economy of payment systems and payment
services.

3.8 Competitive markets reduce the risks of market failures. The above
objectives are directed towards addressing situations where the competitive
outcome of markets is not satisfactory for the society. The market failures in
the payments industry may generally relate to systemic risk, network
externalities, collective action problem and information asymmetry. These
require interventions in the form of objectives as outlined above. For
instance, open access, interoperability and innovation are recognised as a
means to reduce entry barriers and enable competition in the payments
ecosystem. In addition to the objectives, the Bill provides for a robust
regulation making process. 2

2

A regulator needs to be obligated to follow a robust regulation making process. This
should begin with the regulator clearly articulating the problem it is attempting to solve.
Thereafter, the industry and the consumers should be able to transparently participate in
the regulation making process and the regulator should be obligated to respond to the
feedback. Absence of regulatory objectives in the law and lack of a robust regulation
making process can lead to undesirable decisions. For example, a regulator following
such a process to weigh the option of mandating interoperability vis a vis enabling
interoperability shall be better placed to frame desirable regulations.
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3.9 The objectives themselves are closely inter-related. These need to be
balanced inter se when regulations are being formulated. For example,
competition and innovation on one side and systemic stability and resilience
and consumer protection objectives on the other side may at times individually
pull against each other. The Bill seeks to provide a suitable framework to
empower and guide the PRB towards fulfillment of the above objectives while
balancing each one of them.

Role of RBI

3.10 The proposed Bill recognises the role of RBI as an infrastructure
institution in relation to its function of providing settlement system and
payment system. The Bill provides for a co-ordination mechanism between
the PRB and the RBI. It provides for the PRB to make reference to the RBI in
relation to making regulations for designated payment systems. It also
provides the RBI with the powers to make a reference to the PRB to consider
any matter, which in the opinion of the RBI is important in the context of the
monetary policy.

Other key provisions

3.11 One of the core function of payment systems is to ensure public's ability
to transmit money. This ability depends on many factors including, for
example:
1. Deployment of consumer funds (how liquid and safe they are, can they
be co-mingled with any other business).
2. Capital structure of the system provider (debt on its balance-sheet).
3. Robustness of payment systems, especially large and core payment systems.

3.12 The Bill provides PRB with sufficient powers to ensure public's ability
to transmit money smoothly and securely through payment and settlement
systems. These include:
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1. Authorisation criteria to be risk based for different classes of payment
systems. The Bill does differentiate between entities as banks and nonbanks. It is ownership neutral. It recognises designated payment
systems including infrastructure systems as requiring additional
oversight and provides for such oversight.
2. Access and interoperability criteria for payment systems to be
objective, ownership neutral and proportionate while safeguarding
against risks such as settlement risk, operational risk and business risk,
to protect the financial and operational stability of payment systems.
3. A mechanism for innovation through regulatory sandbox

3

4. A mechanism for the industry to suggest changes in regulations or seek
formal clarifications through rule making petition. 4
5. An obligation to follow a consultative process to regulation making by:
a) publishing draft regulations with sufficient information on the
problem being addressed by the regulation and the manner in
which such problem is sought to be addressed, and
b) considering public feedback in finalising its regulations and
provide an analysis of its treatment of such feedback.
6. Obligation on the market participants to disclose information
reasonably required by a consumer to make an informed transactional
decision.
7. Principles of consumer protection to evaluate the level of protection
required for a consumer and an obligation on the PRB to ensure that
regulations are reasonably commensurate with the anticipated
aggregate benefits for the consumers.
8. Flexibility in regulation making on protection of consumers' funds and
3

.Authorised entities may apply for individual guidance and potentially limited period exemptions
from regulations to bring genuine innovative products such as new payment services to market
more quickly, while ensuring adequate customer protections. The PRB may frame regulations on
the manner and conditions for considering such applications.
4
A person may apply for regulation making where no regulations exist or where an amendment to existing
regulation is sough. The PRB shall have the discretion not to grant the petition.
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taking into account possible anti-competitive effects of such regulations.
9. An independent grievance mechanism for complaints against market
participants and an appeal mechanism before the SAT 5 against orders
passed under this Act.
10. Powers to investigate, appoint observer, conduct search and seizure and
initiate remedy in the form of private warning, public statement,
declaring an entity as not t and proper and disgorgement orders.
11. Stringent fines and penalties for violation of law and regulations and
for non-compliance with enforcement actions.
12. An annual performance based reporting mechanism.
13. Powers to provide regulations to enable access to personal information
for the limited purpose of prevention, investigation, and detection of
fraud for safeguarding payment systems.

3.13 As per the proposed Bill, the PRB would only issue two types of
instruments, regulations and orders (Directions would also be in the form of
orders), thereby reducing unnecessary multiplicity of instruments. The
proposed Bill has 100 sections as against 38 sections in the existing Act.

Next steps

3.14 The Committee recommends that the Government may place the
proposed Bill before the Union Cabinet for its consideration.

5

As the redress related framework in the financial sector is maturing, the specification of
the exact redress mechanism has been left for the PRB to determine through regulations .
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38
functions as the Presiding Officer or Judicial or Technical Member:
Provided that he shall not be removed from office under clauses (d) and (e), unless he has
been given a reasonable opportunity of being heard in the matter.”;
(h) In section 15T,—
(I) in sub-section (1),––

5

(A) in clause (b), for the words “under this Act,”, the words “under this Act; or” shall be
substituted;
(B) after clause (b) and before the long line, the following clause shall be inserted, namely:––
“(c) by an order of the Insurance Regulatory and Development Authority or the Pension
Fund Regulatory and Development Authority,”;
10
(II) in sub-section (3), after the words “adjudicating officer”, the words “or the Insurance
Regulatory and Development Authority or the Pension Fund Regulatory and Development
Authority” shall be inserted;
(III) in sub-section (5), after the words “the Board”, the words “or the Insurance Regulatory and
Development Authority or the Pension Fund Regulatory and Development Authority, as the case 15
may be” shall be inserted;
(i) in section 15U, after sub-section (3), the following sub-sections shall be inserted, namely:––
“(4) Where Benches are constituted, the Presiding Officer of the Securities Appellate Tribunal
may, from time to time make provisions as to the distribution of the business of the Securities
Appellate Tribunal amongst the Benches and also provide for the matters which may be dealt 20
with, by each Bench.
(5) On the application of any of the parties and after notice to the parties, and after hearing
such of them as he may desire to be heard, or on his own motion without such notice, the
Presiding Officer of the Securities Appellate Tribunal may transfer any case pending before one
Bench, for disposal, to any other Bench.
25
(6) If a Bench of the Securities Appellate Tribunal consisting of two members differ in opinion
on any point, they shall state the point or points on which they differ, and make a reference to the
Presiding Officer of the Securities Appellate Tribunal who shall either hear the point or points
himself or refer the case for hearing only on such point or points by one or more of the other
members of the Securities Appellate Tribunal and such point or points shall be decided according 30
to the opinion of the majority of the members of the Securities Appellate Tribunal who have
heard the case, including those who first heard it.”.
PART VIII
AMENDMENT TO THE F INANCE ACT, 2005
Amendment

of Act 18 of
2005.

146. In the Finance Act, 2005, the Seventh Schedule shall be amended in the manner specified in
35 the Seventh Schedule.
PART IX
AMENDMENTS TO THE P AYMENT AND SETTLEMENT S YSTEMS ACT, 2007

Commencement

of this Part.

Amendment of
Act 51 of 2007.

147. The provisions of this Part shall come into force on such date as the Central Government may,
by notification, appoint, and different dates may be appointed for different provisions of this 40 Part.
148. In the Pay ment and Settlement Systems Act, 2007 (hereafter in this Part referred to as the
principal Act), for Chapter II, the following Chapter shall be substituted, namely:––

51 of 2007.

‘CHAPTER II
DESIGNATED AUTHORITY
Designated

authority.
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3. (1) The Reserve Bank shall be the designated authority for the regulation and supervision
of payment syste ms under this Act.
(2) The Reserve Bank shall exercise the powers, perform the functions and discharge the duties
conferred on it under this Act through a Board to be known as the “Payments Regulatory Board”.

(3) The Board shall consist of the following me mbers, na mely:––

29

50

39

(a) the Governor of the Reserve Bank—Chairperson, ex officio;
(b) the Deputy Governor of the Reserve Bank who is in-charge of the Payment and
Settlement Syste ms—Member, ex officio;
5

(c) one officer of the Reserve Bank to be nominated by the Central Board of the
Reserve Bank—Member, ex officio; and
(d) three persons to be nominated by the Central Government—Me mbers.
(4) The powers and functions of the Board referred to in sub-section (2), the time and venue
of its meetings, the procedures to be followed in such meetings (including the quorum at such
meetings) and other matters incidental thereto shall be such as may be prescribed.’.

10 149. In section 38 of the principal Act, in sub-section (2), in clause (a), for the words, brackets Amendment
and figure “Committee constituted under sub-section (2)”, the words, brackets and figure “Board of section 38.
referred to in sub-section (2)” shall be substituted.
PART X
AMENDMENTS TO THE F INANCE ACT, 2016
15

150. In the Finance Act, 2016,––

Amendment
of Act 28 of

(i) in section 50, for the words, figures and letters “with effect from the 1st day of April, 2017”, the 2016.
words, figures and letters “and shall be deemed to have been substituted with effect from the
1st day of April, 2013” shall be substituted;
(ii) in section 197, clause (c) shall be omitted and shall be deemed to have been o mitted with
20 effect fro m the 1st day of June, 2016.

————————
Declaration under the Provisional Collection of Taxes Act, 1931
It is hereby declared that it is expedient in the public interest that the provisions of clauses 109(a),
110, 118 and 146 of this Bill shall have immediate effect under the Provisional Collection of Taxes Act,

16 of 1931.

1931.
————————
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Annexure B: Watal Committee
Report

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.
• The Government should:
R- 1

Make regulation of payments independent from the func-tion 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 conflict 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.
R- 2

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:

Measures involving changes to primary legislation
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Annexure C: Final Comments of the members
Final comments were received from DoLA on 08.05.18. The DFS gave its
final comments on 16.05.18 and provided additional points to supplement the
same vide their letter dated 22.06.18. The RBI submitted its final comments
on 22.05.18 and provided another letter dated 14.06.18 to supplement its
suggestions.

Analysis of comments from the Reserve Bank
of India
1. Constitution of PRB is at variance with the Finance Act, 2017: As noted
in the Recommendations section of the report, the proposed constitution
has been recommended to provide a slightly broad based composition,
whole-time chairperson and whole-time members. In the composition
provided in the Finance Act, there were three positions with RBI and
three with the Government. The RBI positions included the chairperson.
This meant that the chairperson would not be whole-time. In addition,
all the other members were nominated or independent. Therefore, there
was no whole-time member on the PRB. The revised design proposed
by this Committee seeks to addresses this. It continues to provide three
positions to the RBI including the position of Deputy Chairman.
Further, it is proposed that the Government shall appoint the whole time
chairperson in consultation with the RBI.
2. Almost all jurisdictions regulate payment systems under Central Banks.

Regulation under a separate entity will create a segmentation which is
not desirable and can also provide an opportunity for regulatory
arbitrage which is best avoided: The RBI letter has given the example
of credit cards and debit cards as essentially banking products which
would be subject to regulation under the PRB in the proposed Bill.
Credit cards are payment instrument in form and unsecured
consumption loans in substance. There is no fundamental reason for
them to be only issued by Banks. Any agency which is permitted to

provide credit could potentially provide credit cards. It is not evident as
to why a credit product loaded on a card to allow digital transactions
cannot be e effectively regulated by a payments regulator which is not a
Central Bank. Same is the case with debit cards. This cards simply
enable transactions based on an account which holds the funds. Instead
of a card, it could be a mobile device and instead of a bank account, the
account could be a digital wallet account offered by a non-bank.
3. RBI's role in maintaining efficiency and safety of payment systems is
important. This (proposed model) may have a cascading effect in the
transmission of monetary policy as well - which is an explicit objective
of the central bank - since payment and settlement systems have an
indirect role on money supply as well: The PRB design and the
provisions of the Bill are expected to only increase public's confidence
in payment systems. Issue of banknotes and management of currency is
a function of the Reserve Bank. The proposed Bill does not deal with
issuance or withdrawal of currency. It is not necessary that in order to
exercise its currency management function, RBI must be the regulator
of the payments sector. Publics ability to transmit money depends on
many factors including, for example: Deployment of consumer funds
(how liquid and safe they are, can they be co-mingled with any other
business); Capital structure of the system provider (debt on its balancesheet); and robustness of payment systems, especially large and core
payment systems. RBI's role as an operator of core payment system and
settlement system is fully recognised as an infrastructure institution in
the proposed Bill. RBI shall continue to be able to stipulate
requirements to be fulfilled by participants in payments systems
operated by it.
4. RBI's letter dated 14.06.18 highlighting regulatory approaches in some
countries: This letter contends that, in the highlighted countries, payment
is regulated by the central banks and this strengthens the case for payment
systems to be regulated by the RBI. We have carefully reviewed the study
provided by the RBI. Some of the country examples highlighted are
discussed below:


The RBI's study states that the Bank of England supervises the
payment systems. On 1 April 2015, the UK became the first
country in the world to have separate regulator of payment
systems.
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The Payment System Regulator (PSR) regulates the payment
systems in the UK under the Financial Services (Banking Reforms)
Act, 2013. 6 The Financial Conduct Authority (FCA) is responsible
for the regulation of non-bank payment service providers under the
Payment Services Regulations, 2009 and Electronic Money
Regulations 2011. 7 The PSR is a subsidiary of the FCA and is the
independent economic regulator for the payment systems industry
in the UK. There are no reports pointing to any concerns about the
design of their regulatory structure, especially in the context of
regulatory arbitrage. The UK PSR regulates:
a) the eight payment systems that have been designated by the
Treasury (Bacs, CHAPS, FPS, LINK, Cheque and Credit,
Northern Ireland Cheque Clearing, Mastercard and Visa)
b) the participants in those payment systems (such as banks,
building societies, merchant acquirers and other payment
service providers (PSPs))
c) the companies that provide the infrastructure for payment
systems the connections that make the systems work
d) designated alternative switching schemes under the Payment
Accounts Regulations 2015 (PARs) this currently includes the
Current Account Switch Service (CASS)
e) PSR is also the lead competent authority for the Interchange
Fee Regulation (IFR) in the UK. The IFR mainly imposes
requirements on payment card schemes, and issuing and
acquiring PSPs.
The Bank of England's role is of an operator of payment system
and a settlement agent for other payment systems. It operate the
Clearing House Automated Payment System (CHAPS) and the
real-time gross settlement (RTGS) service, and the infrastructure
that holds accounts for these payment system. 8 In its role as a
regulator, the Bank
6
7

See: Part 5, Regulation of Payment Systems (Section 39-110).
Under the Payment Services Regulations, 2009, the Authority means the Financial
Services Authority. See section 2(1) in Interpretation.
8
See, https://www.bankofengland.co.uk/payment-and-settlement.
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of England's wholly owned company { The Prudential Regulation
Authority (PRA) is responsible for this prudential regulation and
supervision of around 1,500 banks, building societies, credit
unions, insurers and major investment firms. 9 In the UK model, the
regulation of important payment systems and non-bank payment
systems is not with the Bank of England.
Today regulation of payment is one of the many functions in the
RBI. A new regulator which has a significant RBI role to benefit
from the related synergies but whose design allows it to regulate
payments in an ownership neutral manner is expected to help
deliver regulations suitable to the emerging scenario. UK's
regulatory structure is an example on these lines.


In case of Australia, the RBI notes that their Payments System
Board (PSB) operates with their Central Bank and is chaired by
the Central Bank Governor who has the casting vote. The PSB
in Australia is an eight member body and five of these members
are appointed by the Government. Therefore, the PSB in
Australia is predominantly composed of non-Central Bank
members. It seems that this point has been missed in the RBI's
study. Further, there is no reported evidence that Australia is
doing a rethink of its model in favour of shifting to a Central
Bank run payments regulation.
The RBI has mentioned Germany as an example of supervision
by central bank. However, in Germany, authorisation of banks,
financial services providers, and payment and e-money
institutions is granted by BaFin, the Federal Financial
Supervisory Authority. At present, BaFin supervises around
1,740 banks and 674 financial services institutions in
Germany. 10 In Germany, the task of banking supervision is
shared by the Bundesbank (Germany's central bank) and BaFin.
While the Bundesbank has oversight over the payment systems,
it recognises the concerns around the conflict of interest in its
role as an operator and supervisor. 11

9.

See, https://www.bankofengland.co.uk/prudential-regulation.
See,https://www.bafin.de/EN/Aufsicht/BankenFinanzdienstleister/
bankenfinanzdienstleister_node_en.html
11
See,https://www.bundesbank.de/Redaktion/EN/Dossier/Tasks/oversight.html?
notFirst=true&docId=328230
10
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The RBI's letter states that Bank of Japan has an important
function of providing settlement assets and settlement services and
enhancing the safety and efficiency of payment and settlement
systems. However, the RBI's letter does not mention that the
Central Bank of Japan i.e. Bank of Japan (BOJ) is not the regulator
of banking and payment systems in Japan. The regulator is the
Japanese Financial Services Agency. 12 The BOJ is a juridical
person established under the Bank of Japan Act and it is not a
government agent. its objectives are to contribute to maintaining
the stability of the financial system by:
a) Issuing banknotes and carrying out currency and monetary
control.
b) Ensuring the smooth settlement of funds among banks and
other financial institutions.
The supervision of banks is considered to be the role and
responsibility of the government. The BOJ is not a government
agent and does not have the regulatory power to supervise banks.
However, as the lender of last resort, the BOJ can provide
liquidity to banks in the case of their insolvency, to achieve its
objectives. In playing the role as the lender of last resort, the BOJ
may enter into agreements with banks, under which the BOJ is
authorised to audit the banks.
Japan has been in a process of reforming its payment sector. The
Strategies for Reforming Japanese Payment Systems - Final Report
presented to the Japanese Minister for Financial Services by the
chairman of the Financial System Council, says:
The directions to be pursued, on page 5 In Japan, banks have been the main provider of payment
services, which have been relatively closed and remote from
non-bank players and business development overseas.
However, recent innovation in this field is mainly led by
non-bank players including Fintech enterprises. Considering
this changing situation, banks are required to continue
12 See, List of regulated institutions, https://www.fsa.go.jp/en/regulated_institutions/ index.html
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making efforts to innovate their banking operations
through, for example, strategic adoption of cutting-edge
IT so as not to be left behind by global trends of
innovation.
Also, in following those directions, a shift from the
conventional closed structure of payment systems mainly
dominated by banks is important also in Japan, which
would help promote innovation of payment services
through competition in which various players, not limited to
banks, participate. At the same time, it is important,
especially for banks, to formulate business structures and
business models focusing on open innovation (i.e.
innovation through partnership with third parties) and not
adhering to in-house resources.
The two letters from the RBI dated 22.05.18 and 14.06.18 are provided below.
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Letter of the RBI dated 22.05.18
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Letter of the RBI dated 14.05.18
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Analysis of comments from the Department
of Financial Services
1. A concern highlighted by the DFS was that substantial ownership of NPCI
was held by banks and this might be conflicted in its role in the digital
payment ecosystem: Chapter 12 (Additional requirements for infrastructure
systems) in the Bill seeks to address these concerns by providing additional
requirements for infrastructure systems. Under section 71, the
infrastructure systems are deemed to be designated payment systems and
the additional oversight applicable on the designated payment systems
(section 66-70) applies to infrastructure systems. In case of infrastructure
systems, the regulator can restrict the ownership level of banks or nonbanks, individually or collectively as a category. It may not be advisable
for government to get into the ownership and management of the payment
systems or the payment system infrastructure, if the concerns can be
addressed without that. Similarly, It has been provided in the Bill that the
regulator shall have the power to specify the requirements around
independent directors and consumer representatives on the board of an
infrastructure institution. Therefore, the need to mandate government
directors is not considered necessary. Section 72 (Ownership and
governance structure) of the Bill provides:
a) An infrastructure institution shall ensure that its ownership and
governance structures give precedence to the interests of consumers
over the pro t-making motive, if any, of the infrastructure institution.
b) The Regulator may specify, (a) the maximum ownership interest that
can be held by a class or classes of persons in an infrastructure
institution; (b) the manner of calculating the ownership interests of
different classes of persons in an infrastructure institution; (c) the
requirement to have independent members on the governing body of
an infrastructure institution; and (d) the requirement to have a
representative or class of representatives of consumers availing of
the services provided by the infrastructure institution, on the
governing body of an infrastructure institution.
Section 73 (Additional requirements for bye-laws) provides that the byelaws of an infrastructure system must promote the objective that the
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PRB is required to pursue as contained in Chapter 4 (Objectives of the
Payments Regulatory Board). Therefore, if an infrastructure institution
is acting otherwise, it shall invite regulatory action.
2. Technology neutrality, infrastructure neutrality and pricing policy
should be part of positive obligations on the PRB: Section 72. (1) of the
Bill provides that - An infrastructure institution shall ensure that its
ownership and governance structures give precedence to the interests
of consumers over the pro t-making motive, if any, of the infrastructure
institution. This is to address the suggestion on the pricing front as an
infrastructure institution may be in a monopoly position that would
require a legal obligation on them to keep their pro t motive (pricing) in
check. The suggestion of DFS regarding technology neutrality has now
been explicitly recognised in Section 8(5) dealing with competition and
innovation objective. It is now proposed to provide in the Bill that:
system participants to access payment systems based on objective,
ownership neutral, technological neutral and proportionate standards;
Further, Section 27(2) (Open access and Interoperability) has been
modified to provide that: Such common standards and any other
criteria shall be objective, ownership neutral, technology neutral and
proportionate and shall not inhibit access more than necessary to
safeguard against specific risks such as data security risk, settlement
risk, operational risk and business risk and to protect the financial and
operational stability of the payment system.
3. Provisions on imposition of fines/ penalties in case of failure to comply
with regulations regarding consumer protection should be clearly
provided: This has been provided as all regulations are covered in the
enforcement actions and all failures to comply with enforcement actions
have been covered in the offences part.
The two letters from the DFS dated 16.05.18 and 22.06.18 are provided below .
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Letter from DFS dated 16.05.18
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Letter from DFS dated 22.06.18
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Analysis of comments from the Department of Legal Affairs
1. Drafting suggestions regarding preamble: Accepted.
2. Spot exchanges are not explicitly covered in the definitions and in the
authorisation related provisions there is no mention about requirement
of authorisation for payments made through spot exchanges: The
definitions do not require the spot exchanges to be explicitly covered.
The point about requirement of authorisation of payments made
through spot exchange or the need to explicitly cover spot exchanges in
the interpretation clause has been considered but has not been found to
be necessary. Section 92 (Non-applicability to stock and other
exchanges) provides that: Nothing contained in this Act shall apply to
any of the securities traded on stock exchanges or other exchanges,
authorised by or under any law for the time being in force, except in so
far as they relate to settlement of payment instructions. Accordingly
any exchange which is not authorised under any law and seeks to
operate a payment system shall require authorisation under the
proposed Bill.
3. The rights and duties of the system provider as proposed in the Bill
appear to be an encroachment upon the provisions of Consumer
Protection Act: It is now explicitly provided that the consumers shall
continue to have the right to seek redress under the Consumer
Protection Act. Section 58 (Applicability of the Consumer Protection
Act, 1986.) has been introduced: Notwithstanding anything contained in
this Act, no consumer shall be barred from ling a complaint for redress
under the Consumer Protection Act, 1986 (68 of 15 1986).
4. Data sharing provision with other agencies should be provided:
Section 41 (Power to call for or share information) provides that the
PRB can call for or furnish to any such agencies, as may be specified by
the Payments Regulatory Board, such information as may be considered
necessary by it for the efficient discharge of its functions.
The letter from DoLA dated 08.05.18 is provided below.

Letter from DoLA dated 08.05.18
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Analysis of comments from MEITY and UIDAI
All the suggestions provided were discussed and addressed. There no further
comments .

56

Annexure D: Designated Payment
Systems and Infrastructure Systems

Designated Payment System
Section 63 of the Bill provides that:
1. The Payments Regulatory Board may, by a reasoned order in writing,
designate a payment system, authorised under section 20(1), as a
designated payment system if it is satisfied that a) a disruption in the operations of the payment system could trigger,
cause or transmit further disruption to the system participant or
systemic disruption to the financial system of India; or
b) a disruption in the operation of the payment system could affect
public confidence in payment systems of India; or
c) it is otherwise in the interest of the public to do so.
2. The Payments Regulatory Board shall specify the criteria to evaluate if
the conditions mentioned in sub-section (1) are satisfied by a payment
system based on the following features:
a) the market share controlled;
b) degree of interconnectedness and interdependencies with other
payment systems;
c) number and type of system participants;
d) volume, value and type of transactions that the payment system
processes or is likely to process in the future; and

e) the available alternatives to using the payment system at a short
notice.
The Bill (Chapter 11, Section 66-70 ) provides the regulator with additional
powers on the designated payment systems with respect to:
1. authorisation, supervision, consumer protection and rights and duties of
system provider,
2. power to appoint observer in public interest,
3. power to specify the basic features of bye-laws and approval of the bye-laws,
(iii) issue direction to vary agreements relating to designated payment
systems, and
4. power to take specific regulatory actions in case of insolvency or likely
insolvency of a designated payment system.

Infrastructure systems
As per section 2(1)(p) of the Bill, infrastructure system means a 1. payment system to effect payment between other payment systems;
2. designated trade repository;
3. central counterparty;
4. settlement system; and
5. any other system notified by the Central Government.
The Bill (Chapter 12) provides the regulator with additional powers on the
infrastructure systems.
All the additional powers applicable to a designated payment systems apply
to infrastructure systems.
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In addition, section 72 provides:
1. An infrastructure institution shall ensure that its ownership and
governance structures give precedence to the interests of consumers over
the pro t-making motive, if any, of the infrastructure institution.
2. The Regulator may specify,
a) the maximum ownership interest that can be held by a class or
classes of persons in an infrastructure institution;
b) the manner of calculating the ownership interests of di erent
classes of persons in an infrastructure institution;
c) the requirement to have independent members on the governing
body of an infrastructure institution; and
d) the requirement to have a representative or class of representatives
of consumers availing of the services provided by the
infrastructure institution, on the governing body of an
infrastructure institution.
Further, section 73 provides that the bye-laws of an infrastructure system
must promote the objective that the Payments Regulatory Board is required
to pursue as contained in Chapter 4.
The requirements in section 72 do not apply to the RBI as an infrastructure
institution. 13

13

Infrastructure institution means any person, which operates an authorised infrastructure
system;
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Annexure E: Government order establishing
the committee.
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The Payment and Settlement Systems Bill, 2018
A

BILL
BE it enacted by Parliament in the Year of the Republic of India as follows:—

6

1

Part : 0.

An Act to foster competition, consumer protection, systemic stability and resilience in
payment sector and establish a Payments Regulatory Board to regulate the payment sector
and matters connected therewith and to consolidate and amend the law relating to pay‐
ments.
5
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PART I

PRELIMINARY AND DEFINITIONS
CHAPTER 1
PRELIMINARY
1. (1) This Act may be called the Payment and Settlement Systems Act, 2018.

Short title, extent
an5d
commencement.

(2) It extends to the whole of India.
(3) It shall come into force on such date as the Central Government may, by noti‐
fication in the Official Gazette, appoint and different dates may be appointed
for different provisions of this Act, and any reference to the commencement
of any such provision of this Act shall be construed as a reference to the com‐
mencement of that provision.

10

CHAPTER 2
DEFINITIONS
Definitions.

2. (1) In this Act, unless the context otherwise requires,‐
(a) “bank” means,‐
(i) a bank included in the Second Schedule to the Reserve Bank of India
Act, 1934 (2 of 1934);
(ii) a post office savings bank;
(iii) a banking company as defined in clause (c) of section 5, of the
Banking Regulation Act, 1949;
(iv) a co‐operative bank as defined in clause (cci) of section 5, as in‐
serted by section 56, of the Banking Regulation Act, 1949 (10 of
1949);
(v) a corresponding new bank as constituted under section 3 of the
Banking Companies (Acquisition and Transfer of Undertaking) Act,
1970 (5 of 1970) or under section 3 of the Banking Companies
(Acquisition and Transfer of Undertaking) Act, 1980 (40 of 1980);
(vi) a payments bank licensed under section 22 of the Banking Regula‐
tion Act, 1949;
(vii) such other bank as the Reserve Bank may notify from time to time
for the purposes of this Act;

15

20

25

30

(b) “bye‐laws” mean any rules, arrangements, regulations, bye‐laws or other
similar statements, by whatever name called, and whether or not specified
by the system provider, that govern the activities and conduct of ‐
(i) the payment system or infrastructure system; and
(ii) system participants or any other persons in relation to the payment
system on infrastructure system.
(c) “Central Board” means the Central Board of Directors of the Reserve Bank
of India constituted under section 8 of the Reserve Bank of India Act, 1934
(2 of the 1934);
(d) “central counter party” means a system provider who by way of novation
interposes between system participants in the transactions admitted for

35

40

3
settlement, thereby becoming the buyer to every seller and the seller to
every buyer, for the purpose of effecting settlement of their transactions.

5

(e) “clearing” means the process of transmitting, reconciling and confirming
transactions prior to settlement and the establishment of final positions
for settlement;
(f) “clearing house” means a central location or central processing mecha‐
nism through which system participants agree to exchange payment in‐
structions or other payment obligations;
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(g) “common standard” means any technical standard or set of technical stan‐
dards with characteristics or specifications that the Payments Regulatory
Board may specify in respect of which a payment instruction is accepted
or a payment transaction is processed on the payment system.
(h) “consumer” means a person who has availed, avails, or intends to avail of
a payment service.

15

(i) “default arrangements” means the arrangements made by the system provider
of a designated payment system to limit systemic risk.
(j) “derivative” includes derivative as defined in section 45U(a) of the Re‐
serve Bank of India Act, 1934 (2 of 1934) or clause (ac) of section 2 of
the Securities Contract (Regulation) Act, 1956 (42 of 1956);

20

25

(k) “electronic fund transfer” means any transfer of funds which is initiated by
a person by way of instruction, authorisation or order to a system provider
to debit or credit an account maintained with that system provider through
electronic means and includes point of sale transfers, automated teller
machine transactions, direct deposits or withdrawal of funds, transfers
initiated by telephone, internet, and card payment;
(l) “financial sector regulator” means a regulator as described under Sched‐
ule 2 or any other agency as declared by the Central Government by noti‐
fication in the Official Gazette.

30

(m) “financial year” means the period beginning April 1 and ending March 31
of the immediately following year, or as may be prescribed;
(n) “gross settlement system” means a payment system in which each settle‐
ment of funds or securities occurs on the basis of separate or individual
instructions;

35

(o) “infrastructure institution” means any person, which operates an autho‐
rised infrastructure system;
(p) “infrastructure system” means a ‐

40

45

(i) payment system to effect payment between other payment systems;
(ii) designated trade repository;
(iii) central counterparty;
(iv) settlement system; and
(v) any other system notified by the Central Government.
(q) “interoperability” means a set of arrangements, procedure and standards
that allow system participants in different payment systems to settle pay‐
ments across payment systems while continuing to operate in their respec‐
tive payment systems;
(r) “issuer” means a person, not being an individual, who issues a legal entity
identifier or such other unique identification (by whatever name called),
as may be specified by the Payments Regulatory Board from time to time;

4
(s) “legal entity identifier” means a unique identity code assigned to a person
by an issuer for the purpose of identifying that person in such derivatives
or financial transactions, as may be specified by the Payments Regulatory
Board in consultation with the Reserve Bank from time to time;
(t) “member” means a member of the Payments Regulatory Board and in‐
cludes the Chairman;
(u) “money remittance” means a payment service where funds are received
from a payer, without any payment accounts being created in the name of
the payer or the payee, for the sole purpose of transferring a correspond‐
ing amount to a payee or to another payment service provider acting on
behalf of the payee, and/or where such funds are received on behalf of
and made available to the payee;
(v) “netting” means the determination by the system provider of the amount
of money or securities, due or payable or deliverable, as a result of setting
off or adjusting, the payment obligations or delivery obligations among
the system participants, including the claims and obligations arising out
of the termination by the system provider, on the insolvency or dissolution
or winding up of any system participant or such other circumstances as
may be provided in the bye‐laws, in relation to the payment system, of
the transactions admitted for settlement at a future date so that only a
net claim be demanded or a net obligation be owned;
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(w) “notification” means a notification published in the Official Gazette, and
the terms “notified” and “notify” will be construed accordingly;
(x) “payment instruction” means an instruction by a payer or payee to its pay‐
ment service provider requesting the execution of a payment transaction;

25

(y) “payment instrument” means a personalised device(s) and/or set of pro‐
cedures agreed between the consumer and the payment service provider
and used in order to initiate a payment instruction;
(z) “payment obligation” means an indebtedness that is owned by one system
participant to another system participant as a result of clearing or settle‐
ment of one or more payment instructions relating to funds, securities or
foreign exchange or derivatives or other transactions;

30

(aa) “payment service” means any business activity covering:
(i) execution of payment instructions, including transfers of funds in
relation to an account of a consumer with a system provider, such
as;
(A) execution of direct debits, including single direct debits;
(B) execution of payment instructions through a card or a similar
device, or any electronic means;
(C) execution of credit transfers, including standing instruction.
(ii) execution of payment instructions where the funds are covered by
a credit line for a consumer such as:
(A) execution of direct debits, including single direct debits;
(B) execution of payment instructions through a card or a similar
device, or any electronic means;
(C) execution of credit transfers, including standing instructions.
(iii) issuing of payment instruments and/or acquiring of payment in‐
structions.
(iv) issuing of prepaid instruments.
(v) money remittance.

35

40

45

50
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(vi) any other service as may be specified by the Payments Regulatory
Board.

5

(ab) “payment system” means a system that enables payment to be effected
between a payer and a beneficiary, involving payment service, clearing or
settlement or all of them;
(ac) “person” includes individuals, companies, partnerships, limited partner‐
ships, any association of persons and body corporate.
(ad) “personal information” means, ‐

10

15

20

(i) any information that allows a consumer to be identified; or
(ii) any information that discloses the identity of a consumer with re‐
spect to any transaction in, any payment system or payment service;
or
(iii) the same meaning as assigned to it in clause (iii) of the Explanation
to section 43A of the Information Technology Act, 2000.
(ae) “prepaid payment instrument” means payment instruments that facilitates
purchase of goods and services, including financial services, remittance fa‐
cilities, etc., against the value stored on such instruments or on an account
of the consumer with the issuer of such instrument.
(af) “prescribed” means prescribed by rules made by Central Government un‐
der this Act;
(ag) “publish” means publishing of information within a period as may be spec‐
ified, in the official gazette and on the website of the Payments Regulatory
Board or any other specified electronic means, to the public at large;

25

(ah) “regulations” means the regulations made by the Payments Regulatory
Board under this Act;
(ai) “regulatory data” means all information ‐

30

(i) that the Payments Regulatory Board generates in the course of per‐
formance of its functions under this Act;
(ii) that a person authorised under section 19(1) is obligated to submit
to the Payments Regulatory Board under law.
(aj) “Reserve Bank” means the Reserve Bank of India, constituted under sec‐
tion 3 of the Reserve Bank of India Act, 1934 (2 of 1934);

35

(ak) “securities” means the securities as defined in clause (h) of section 2 of
the Securities Contracts (Regulation) Act, 1956 (42 of 1956) or clause (e)
of section 45U of the Reserve Bank of India Act, 1934 (2 of 1934);
(al) “Securities Appellate Tribunal” means a Securities Appellate Tribunal es‐
tablished under sub‐section (1) of section 15K of the Securities and Ex‐
change Board of India Act, 1992 (15 of 1992);

40

(am) “settlement” means settlement of payment instructions and includes the
settlement of securities, foreign exchange or derivatives or other transac‐
tions which involve payment obligations;
(an) “settlement system” means a system which provides ‐

45

(i) accounts to the system participants to hold funds or facilitates sys‐
tem participants to hold funds; and
(ii) settlement between the system participants.
(ao) “specified” means specified by regulations made under this Act and the
term “specify” will be construed accordingly.
(ap) “systemic risk” means the risk arising from‐

6
(i) the inability of a system participant to meet its payment obligations
under the payment system as and when they become due; or
(ii) any disruption in the system,
which may cause other participants to fail to meet their obligations
when due and is likely to have an impact on the stability of the
system:
(aq) “system participant”, in relation to a payment system, means a person
who is permitted to participate in a payment system to settle payments,
on behalf of consumers, through the payment system with other system
participants, or processes payments through the payment system.

5

10

(ar) “system provider” means a person who operates an authorised payment
system;
(as) “trade repository” means a person who is engaged in the business of col‐
lecting, collating, storing, maintaining, processing or disseminating elec‐
tronic records or data relating to such derivatives or financial transactions,
as may be specified by the Payments Regulatory Board from time to time;
(2) Words and expressions used, but not defined in this Act and defined in the
Reserve Bank of India Act, 1934 (2 of 1934) or the Banking Regulation Act,
1949 (10 of 1949), shall have the meanings respectively assigned to them in
those Acts.

15

20
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PART II

PAYMENTS REGULATORY BOARD
CHAPTER 3
ESTABLISHMENT OF P AYMENTS REGULATORY B OARD

5

10

3. (1) With effect from such date as the Central Government may notify, there shall
be established, a Board to be called the Payments Regulatory Board.

Composition of
Payments
Regulatory Board.

(2) The Payments Regulatory Board shall be a body corporate by the name afore‐
said, having perpetual succession and a common seal with power, subject to
the provisions of this Act, to acquire, hold and dispose of property, both mov‐
able and immovable, and to contract and shall, by the said name, sue or be
sued.
(3) The head office of the Payments Regulatory Board shall be in Mumbai and it
may establish offices at other places in or outside India.
(4) The Payments Regulatory Board shall consist of the following members,‐

15

(a) a Chairperson, appointed by the Central Government in consultation with
the Reserve Bank;
(b) a Deputy Chairman, nominated by the Central Board of the Reserve Bank,
not below the rank of Executive Director, ex‐officio;

20

(c) one officer, nominated by the Central Government, not below the rank of
Joint Secretary, ex‐officio;
(d) two whole‐time members, appointed by the Central Board of the Reserve
Bank; and
(e) two whole‐time members, appointed by the Central Government.

25

30

35

40

4. (1) The members of the Payments Regulatory Board referred to in subclause 3(4)(d)
and 3(4)(e) shall be from amongst persons of ability, integrity and standing,
having skills, qualifications, experience, and expertise of at least ten years in
matters relating to payments, banking, finance, economics, technology or law.
(2) The Chairperson of the Payments Regulatory Board referred to in clause 3(4)(a)
shall be from amongst persons of ability, integrity and standing, having skills,
qualifications, experience, and expertise of at least fifteen years in matters re‐
lating to central banking, banking, payments, finance, economics, technology,
law or public administration.
(3) The members to be appointed by the Central Government, other than the nom‐
inated members, shall be appointed on the recommendation of selection com‐
mittee of the Central Government, which has been set up to recommend names
of candidates to be appointed as chairperson or as members, on the board of
financial sector regulators. If for any reason, such selection committee is not
operational, the selection committee to recommend names of Chairperson and
other members, other than the nominated members, shall comprise of ‐
(a) Cabinet Secretary ‐ Chairperson

Selection and
Appointment of
Members.

8
(b) a Secretary to the Government of India to be nominated by the Central
Government ‐ member;
(c) three experts of repute from the field of payments, banking, finance or
economics and related subjects, to be nominated by the Central Govern‐
ment Bank ‐ member;

5

(d) Chairperson of the Payments Regulatory Board (to be part of the commit‐
tee only when the committee is recommending candidates to be appointed
as members) — member.
(4) The members to be appointed by the Central Board of the Reserve Bank, other
than the nominated members, shall be appointed on the recommendation of
selection committee of the Reserve Bank, which has been set up to recommend
names of candidates to be appointed as chairperson or as members, on the
board of financial sector regulators. If for any reason, such selection commit‐
tee is not operational, the selection committee to recommend names of the
members, other than the nominated members, shall comprise of ‐

10

15

(a) Governor, Reserve Bank‐ Chairperson
(b) three experts of repute from the field of payments, banking, finance or
economics and related subjects, to be nominated by the Reserve Bank ‐
member;
(c) Chairperson of the Payments Regulatory Board (to be part of the commit‐
tee only when the committee is recommending candidates to be appointed
as members) — member.

20

(5) The selection committees referred to in sub‐section (3) and (4) must consider
the following factors when selecting persons, ‐
(a) merit;

25

(b) balance of the board;
(c) independence; and
(d) conflict of interest
(6) For the purposes of sub‐section (5),
(a) “merit” means qualifications, experience, and expertise as per sub‐section
(1) and sub‐section (2);

30

(b) “balance of the board” means that the board proportionately and ade‐
quately represents different skills and expertise as per sub‐section (1) and
sub‐section (2);
(c) “independence” means the ability to maintain and exercise independent
judgement in the discharge of duties; and

35

(d) “conflict of interest” means that the persons appointed do not have inter‐
ests which may conflict with the duties of that member.
(7) The Chairperson and other members, other than the nominated members, will hold
office for a term of five years or until the age of retirement under sub‐
40
section (10), whichever is earlier.
(8) Age of retirement shall be:
(a) Sixty‐five years for the Chairperson and the Whole‐time members.
(b) Seventy‐five years for independent members.

9
(9) The members nominated on the Payments Regulatory Board shall serve at the
pleasure of the nominating authority.

5

(10) A person shall not be qualified for appointment as the Chairperson or as a
member, other than an nominated Member, if at the time of appointment, such
person,‐
(a) has been appointed twice as a member;
(b) shall not be able to serve a term of at least three years before reaching the
age of retirement; or

10

(c) holds or has held, in three years preceding such appointment, any position
which is likely to conflict with the person’s duties as a member.
(11) A person shall not be qualified for appointment as the Chairperson or as a
member if at the time of appointment, such person, ‐
(a) is an employee of a person authorised under this Act;
(b) is not a fit and proper person;

15

(c) is an employee of the Central Government or any State Government;
(d) is a sitting judge of a court of law or a sitting member of a statutory
tribunal;
(e) is a member of Parliament, state legislature, a local legislature under Part
VIII of the Constitution of India, a panchayat or a municipality;

20

(f) has been appointed twice as a member of the Payments Regulatory Board;
(g) has served as the chairperson of any regulator in the financial sector; or
(h) will not be able to serve a term of at‐least three years before reaching the
age of retirement.

25

Provided that disqualifications under clause (a), (c) and (h) shall not ap‐
ply to nominee members.
(12) The salaries and allowances payable to, and other terms and conditions of ser‐
vice of the Chairperson and other members (other than nominated members)
shall be prescribed.

30

5. (1) The Central Government may remove the Chairperson or any other member
from office if such person ‐
(a) has been adjudged as insolvent;
(b) has become physically or mentally incapable of acting as a member;
(c) has been convicted of an offence, which in the opinion of the Central
Government involves moral turpitude;

35

(d) has engaged in any employment during the term of such person’s mem‐
bership, in violation of the terms and conditions of service applicable to
such person;
(e) has so abused the position held by such person as to render continuation
of such person in office detrimental to the public interest; or

40

(f) has acquired such financial or other interest as is likely to affect preju‐
dicially the functions of such person as a Chairperson or member, as the
case may be.

Resignation and
Removal of
Members.

10
(2) Before removing the Chairperson or a member under clause (b), clause (d),
clause (e) or clause (f) of sub‐section (1) above the Central Government shall,
‐
(a) establish an inquiry committee to inquire if the grounds for removal have
been met;

5

(b) give the inquiry committee, in writing, all facts and information relevant
to the grounds on which the Central Government proposes to remove the
member; and
(c) allocate adequate resources to the inquiry committee to enable it to make
its inquiry.

10

(3) The inquiry committee shall comprise three persons to be nominated by the
Chief Justice of India, as under, ‐
(a) two sitting or retired judges of the Supreme Court or a High Court; and
(b) one independent expert having experience in the field of finance and pub‐
lic administration.

15

(4) The inquiry committee will be chaired by the senior‐most judge from amongst
the judges nominated under sub‐section (3) of this section.
(5) The inquiry committee shall give the member, ‐
(a) an inquiry notice; and
(b) a reasonable opportunity to be heard and present any relevant evidence.

20

(6) The inquiry committee shall, within thirty days from the date on which is it
established, submit a written report to the Central Government stating, ‐
(a) whether the grounds on which the Central Government proposes to re‐
move the member have been met; and
(b) the facts and reasons in support of its opinion.

25

(7) If the report of the inquiry committee states that any ground for removal has
been met, then the Central Government shall publish, ‐
(a) a notification removing the member from the board; and
(b) the report under sub‐section (6) of this section.
(8) The Central Government shall issue the notification within, ‐

30

(a) thirty days from the date of submission of the report by the inquiry com‐
mittee; or
(b) within fifteen days from the date of submission of the report by the inquiry
committee, where the Central Government has issued a suspension order.
(9) The member will cease to hold office from the date of the notification under
sub‐section 8 of this section.

35

(10) In this section, “inquiry notice” means a notice which –
(a) is in writing;
(b) states the grounds on which the member is proposed to be removed;
(c) contains all the facts and information provided to the inquiry committee
by the Central Government; and

40

11
(d) allows the member to make written representations to the inquiry com‐
mittee against such proposed removal within a reasonable time stated in
that notice.

5

6. (1) Where the board is satisfied that any of the grounds for removal of a member
have been met, it may recommend the temporary suspension of such member,
to the Central Government.

Suspension of
Members.

(2) The recommendation made to the Central Government under sub‐section (1):
(a) shall be in writing and signed by all members of the board; and
(b) will not bind the Central Government to suspend the concerned member.
10

(3) Where the Central Government accepts the recommendation of the board, it
shall, ‐
(a) issue a suspension order; and
(b) constitute the inquiry committee within fifteen days from the date of the
suspension order.

15

(4) The inquiry committee may, in writing, recommend the temporary suspension
of a member to the Central Government and will bind the Central Government.
(5) A suspension order, –
(a) shall be in writing;

20

(b) shall be made after giving the concerned member a reasonable opportu‐
nity of being heard;
(c) shall state the reasons for suspension;

25

(d) shall be accompanied with the recommendation of the board or the in‐
quiry committee, as the case may be; and
(e) will cease to have effect on the date on which the inquiry committee sub‐
mits its report under section 5(6).
(6) The Central Government may reverse a suspension order, ‐

30

(a) where the recommendation for suspension was made by the board and the
inquiry committee has not been established, on a written recommendation
of the board signed by all members of the board; and
(b) in all other cases, on a written recommendation by the inquiry committee.
(7) A member suspended under this section will be entitled to his salary, allowances
and other benefits as per the conditions of service applicable to him.

35

(8) The Chairperson and other members, other than the nominee members shall
not, for a period of one year from the date on which they cease to hold office,
except with the previous approval of the Central Government, accept‐
(a) any employment under the Central Government or any State Government;
or
(b) any appointment under a person authorised under this Act.
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7. (1) Subject to sub‐section (2) of this section, the Chairperson shall have the pow‐
ers of general superintendence and direction in respect of all administrative
matters of the Payments Regulatory Board and may also exercise such other
powers as may be delegated to him or her by the Payments Regulatory Board.

Decision Making
and Meetings of
the Board.
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(2) The Payments Regulatory Board may make regulations to authorise officers to
carry out any functions for the purposes of this Act.
(3) The Payments Regulatory Board shall meet at such times and places, and ob‐
serve such rules of procedure in regard to the transaction of business at its
meetings as may be specified.

5

(4) The quorum for a meeting of the Payments Regulatory Board shall be five Mem‐
bers.
(5) If, for any reason, the Chairperson is unable to attend any meeting of the
Payments Regulatory Board, any other Member chosen by the Members present
at the meeting, shall preside at the meeting.
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(6) The participation of members in a meeting of the Payments Regulatory Board
may be either in person or through video conferencing or other audio visual
means, as may be specified, which are capable of recording and recognising
the participation of the members and of recording and storing the proceedings
of such meetings along with date and time:

15

Provided that the Payments Regulatory Board may specify such matters which
shall not be dealt with in a meeting through video conferencing or other audio
visual means.
(7) Each member of the Payments Regulatory Board shall have one vote.
(8) All questions which come up before a meeting of the Payments Regulatory
Board shall be decided by a majority of votes of Members present and voting
and in the event of an equality of votes, the Chairperson or in his absence, the
person presiding, shall have a casting vote.
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(9) The procedure, conduct, time and venue of its meeting and any other inciden‐
tal matter for the functioning of the Payments Regulatory Board shall be such 25
as may be specified.
Provided that the gap between consecutive meetings of the Payments Regula‐
tory Board should not be more than ninety days.
(10) Any member who has any direct or indirect interest in any matter likely to
come up for consideration at a meeting of the Payments Regulatory Board
must, as soon as possible after the relevant circumstances have come to that
member’s knowledge, disclose the nature of his interest to the Payments Regu‐
latory Board.
(11) No act or proceeding of the Payments Regulatory Board, shall be invalid merely
by reason of ‐

30
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(a) any vacancy in or any defect on the constitution of the Payments Regula‐
tory Board;
(b) any defect in the appointment of a person as a member; or
(c) any irregularity in the procedure of the Payments Regulatory Board not
affecting the merits of the case.
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(12) The Payments Regulatory Board shall publish, after every meeting of the Pay‐
ments Regulatory Board, the record of the meeting and the resolution adopted
at the meeting of the Payments Regulatory Board within a period of 7 days.
Provided, selected portions of records may be published with appropriate delay
if such portions meet any of the following conditions, –

45

13
(a) they relate exclusively to the conduct of individuals with regard to the
performance of their functions within the Payments Regulatory Board;

5

(b) they relate to information that has been obtained from a person in confi‐
dence, where such information is exempt from disclosure by that person
under the Right to Information Act, 2005 (22 of 2005);
(c) they involve discussion of a particular instance of violation of laws or
censuring any person;
(d) they disclose information about a particular investigation which is ongo‐
ing;
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(e) they disclose techniques for investigation or inspection;
(f) they disclose information of a commercial nature which has been obtained
for regulatory purposes;
(g) they deprive a person of a right to a fair and impartial adjudication.

15

(13) The selected portions of the record of meeting as per sub‐section 13 of this
section shall not be published if such portions meet any of the following con‐
ditions, –
(a) they are likely to lead to systemic risk;

20

(b) they are likely to significantly frustrate implementation of an action pro‐
posed by the Payments Regulatory Board, where such action has not been
disclosed to the public; or
(c) they involve discussion of any particular legal proceeding before a tri‐
bunal, court or arbitrator.

25

(14) The publication of portions of records relating to a particular meeting may be
delayed or prevented only if the Payments Regulatory Board, in such meeting,
–
(a) records the reason in respect of such portions of the records;
(b) the majority of members present at the meeting vote in favour of such
action for each portion of the records separately; and
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(c) the vote of each member is recorded and published in accordance with
sub‐section (10) above.
(d) Portions of records delayed for publication must be published by the Pay‐
ments Regulatory Board within six months, or as soon as the reasons for
their delay cease to be applicable, whichever is later.

35

(e) In this sub‐section, “records” mean the agenda, minutes of the proceed‐
ings, decisions taken at the meeting, and includes the votes of each mem‐
ber.
(15) The Payments Regulatory Board may‐
(a) appoint such officers and employees as it considers necessary for the effi‐
cient discharge of its functions under this Act; and

40
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(b) specify the salaries and allowances payable to, and other terms and con‐
ditions of service of the officers and employees.
(16) The Payments Regulatory Board may engage, in accordance with the procedure
specified, such number of experts and professionals of integrity and ability,
who have relevant knowledge and experience in, payments, economics, law,
business or such other disciplines as it deems necessary to assist the Payments
Regulatory Board in the discharge of its functions under this Act.

14

Part II: 4. O BJECTIVE S OF P AYMENTS REGULATORY B OARD
(17) The Payments Regulatory Board shall maintain a website or any other univer‐
sally accessible repository of electronic information to –
(a) publish all information that the Financial Agency is obliged to publish
under this Act or any other law;
(b) publish this Act and all regulations and rules made under it along with an
an updated version of the same in a manner that all the modifications and
amendments are easily accessible.

5

(c) provide information about the manner in which applications to the Pay‐
ments Regulatory Board are to be made; and
(d) provide material information about the functions of the Payments Regu‐
latory Board.

10

(18) All information published must be in an easily accessible and text information
should be in a text‐searchable format.
CHAPTER 4
O BJECTIVES OF P AYMENTS REGULATORY B OARD

8. (1) The Payments Regulatory Board shall regulate the payments sector and make
regulations under this Act.

15

Objectives of the
Payments
Regulatory Board.

(2) The Payments Regulatory Board shall consider and balance the following ob‐
jectives while making regulations and issuing directions under this Act:
(a) consumer protection;

20

(b) systemic stability and resilience; and
(c) competition and innovation.
(3) The consumer protection objective is to ‐
(a) protect the interest of consumers;
(b) ensure safety and soundness of the payment systems; and

25

(c) create trust and confidence in the payment systems.
(4) The systemic stability and resilience objective is to ensure ‐
(a) control of systemic risk and
(b) systemic efficiency, stability and resilience.
(5) The competition and innovation objective is to enable, in the interest of con‐
sumers, ‐
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(a) system participants to access payment systems based on objective, owner‐
ship neutral and proportionate standards;
(b) interoperability among system participants and among payment systems,
(c) payments systems and payment services to be developed and operated in
a manner that promotes their ease of use, and
(d) improvements in the quality, efficiency and economy of payment systems
and payment services.

35
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PART III

COORDINATION WITH THE RESERVE BANK

5

9. (1) The Payments Regulatory Board shall make a reference to the Reserve Bank
when it proposes to make any regulation under VII of this Act against a desig‐
nated payments system.

Reference to the
Reserve Bank.

(2) The reference mention in sub‐section (1) shall contain:
(a) a brief description of the proposed action to be taken by the Payments
Regulatory Board and the reasons for it; and
10

(b) any particular issue relating to the proposed action on which the Payments
Regulatory Board requires Reserve Bank’s inputs.
(3) On receipt of the reference under sub‐section (1), the Reserve Bank shall give
its opinion, in writing, to the Payments Regulatory Board within twenty‐one
days of the receipt of such information.
(4) The opinion under sub‐section (3) shall contain:

15

(a) Reserve Bank’s response with reasons; and
(b) Reserve Bank’s recommendation, if any.
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(5) The Payments Regulatory Board shall take into account the opinion submitted
to it by the Reserve Bank. If the Payments Regulatory Board disagrees with
any or all of the recommendation made by the Reserve Bank, it shall give the
Reserve Bank a statement in writing with reasons for its disagreement.
(6) If the Reserve Bank is not satisfied with the reasons for disagreement provided
by the Payments Regulatory Board under sub‐section (5), it shall intimate the
reasons for its non‐satisfaction to the Central Government and the Payments
Regulatory Board.

25
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(7) If the Reserve Bank has intimated the Central Government under sub‐section
(6) then the Central government may issue directions within a period of thirty
days to the Payments Regulatory Board under section 87.
(8) If the Reserve Bank does not furnish its opinion under sub‐section (3), the
Payments Regulatory Board may, after waiting for a period not exceeding 21
days, frame regulations.
10. (1) The Reserve Bank may make a reference to the Payments Regulatory Board to
consider any matter which, in the opinion of the Reserve Bank, is essential to
its monetary policy function.
(2) The reference mentioned in sub‐section (1) shall contain:
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(a) a brief description of the proposed action to be taken by the Reserve Bank
and the reasons for it; and
(b) any particular issue relating to the proposed action on which the Reserve
Bank requires Payment Regulatory Board’s inputs.
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(3) On receipt of the reference under sub‐section (1), the Payments Regulatory
Board shall give its opinion, in writing, to the Reserve Bank within twenty‐one
days of the receipt of such information.

Reference to the
Payments
Regulatory Board.
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(4) The opinion under sub‐section (3) shall contain:
(a) the Payment Regulatory Board’s response with reasons; and
(b) the Payment Regulatory Board’s recommendation, if any.
(5) The Reserve Bank shall take into account the opinion submitted to it by the
Payments Regulatory Board. If the Reserve Bank disagrees with any or all of
the recommendation made by the Payments Regulatory Board, it shall give
the Payments Regulatory Board a statement in writing with reasons for its dis‐
agreement.
(6) If the Payments Regulatory Board is not satisfied with the reasons for disagree‐
ment provided by the Reserve Bank under sub‐section (5), it shall intimate
the reasons for its non‐satisfaction to the Central Government and the Reserve
Bank.
(7) If the Payments Regulatory Board has intimated the Central Government under
sub‐section (6) or if the Payments Regulatory board does not furnish its opinion
under sub‐section (3) then the Central government, after waiting for a period
not exceeding twenty‐one days, may issue directions within a period of thirty
days to the Payments Regulatory Board under section 87.

5
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PART IV

FINANCE, ACCOUNTS, AUDIT
5

11. The Payments Regulatory Board shall prepare, in such form and at such time in
each financial year as may be prescribed, its budget for the next financial year,
showing the estimated receipts and expenditure of the Payments Regulatory Board
and forward the same to the Central Government, for information.
12. (1) There shall be constituted a fund to be called the Payments Regulatory Fund
and there shall be credited thereto, –

10

Budget.

Fund.

(a) all Government grants, fees and charges received by the Payments Regu‐
latory Board.
(b) all sums received by the Payments Regulatory Board from such other
source as may be decided upon by the Central Government.
(2) The fund shall be applied for meeting, –

15
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(a) the salaries, allowances and other remuneration of the Chairperson and
other members and officers and other employees of the Payments Regula‐
tory Board.
(b) other expenses of the Payments Regulatory Board in connection with the
discharge of its functions and for the purposes of this Act.
13. (1) The Board shall maintain proper accounts and other relevant records and pre‐
pare an annual financial statement in such form as may be prescribed by the
Central Government in consultation with the Comptroller and Auditor‐General
of India.

Accounts and
audit.

(2) The accounts of the Payments Regulatory Board shall be audited by the Comptroller
and Auditor‐General of India at such intervals as may be prescribed and any
expenditure incurred in connection with such audit shall be payable by the
Payments Regulatory Board to the Comptroller and Auditor‐General of India.
(3) The Comptroller and Auditor‐General of India and any other person appointed
by him in connection with the audit of the accounts of the Payments Regula‐
tory Board shall have the same rights and privileges and authority in connec‐
tion with such audit as the Comptroller and Auditor‐General generally has in
connection with the audit of the Government accounts and, in particular, shall
have the right to demand the production of books, accounts, connected vouch‐
ers and other documents and papers and to inspect any of the officers of the
Payments Regulatory Board.
(4) The accounts of the Payments Regulatory Board as certified by the Comptroller
and Auditor‐General of India or any other person appointed by him in this
behalf together with the audit report thereon shall be forwarded annually to
the Central Government and the Central Government shall cause the same to
be laid before each House of Parliament.
14. (1) The Board shall, within ninety days after the end of each financial year, submit
to the Central Government an annual report in accordance with section 97.

Returns and
reports.

(2) A copy of the report received under sub‐section (1) shall be laid, as soon as
may be after it is received, before each House of Parliament.

45

15. The Central Government may, after due appropriation made by Parliament by law
in this behalf, make to the Payments Regulatory Board grants of such sums of
money as it may think fit for being utilized for the purposes of this Act.

Grants.
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PART V

EXECUTIVE FUNCTIONS
CHAPTER 5
AUTHORISATION OF PAYMENT SYSTEM
16. (1) No person shall operate or commence operation of a payment system or infras‐
tructure system, except under and in accordance with an authorisation, issued
by the Payments Regulatory Board under the provisions of this Act.
(2) Notwithstanding anything contained in sub‐section (1), if the Reserve Bank
operates or commences operation of an infrastructure system then such an
infrastructure system shall be deemed to have been authorised under this Act
and the Reserve Bank shall be deemed to be an infrastructure institution under
this Act.

Payment system
no5t to operate
without
authorisation.
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(3) Nothing contained in sub‐section (1) shall apply to the excluded payment sys‐
tems specified in Part XII.
(4) The Payments Regulatory Board may, by a reasoned order, exempt an infras‐
tructure system operated by the Reserve Bank under sub‐section (2) from any
regulations made under this Act.
17. (1) The Payments Regulatory Board shall specify criteria for the grant of an autho‐
risation to operate a payment system.
(2) The criteria under sub‐section (1), shall be risk based and ownership neutral
and may accordingly be different for different categories of payment systems
and infrastructure systems.

15

Criteria for grant of
authorisation.

20

(3) The Payments Regulatory Board shall consider the appropriate risks while de‐
termining the criteria under sub‐section (1), including risks associated with:
(a) settlement;

25

(b) operational reliability and scalability;
(c) business continuity and resilience;
(d) safety of consumer funds; and
(e) money‐laundering and terrorism financing.
(4) The Payments Regulatory Board shall specify criteria under sub‐section (1),
covering ‐

30

(a) the reasonable requirements with respect to capital structure;
(b) the legal and organisation structure;
(c) the ownership structure and restrictions on ownership by specified per‐ sons
or a specified class of persons;
35
(d) the system of governance required to be put in place;
(e) the design or the technical standards in order to ensure objectives under
sub‐section 8(2) of section 8;
(f) fit and proper person criteria for persons engaged in the oversight or
strategic management of the applicant; and

40

19
(g) such other criteria as may be specified.
18. (1) Any person desirous of commencing or operating a payment system may apply
to the Payments Regulatory Board for an authorisation under this Act.
5

(2) An application under sub‐section (1) shall be made in such form and in such
manner and shall be accompanied by such fees as may be specified.
19. (1) After the receipt of an application under section 18, and before an authorisa‐
tion is issued under this Act, the Payments Regulatory Board may make such
inquiries as it may consider necessary for the purpose of satisfying itself about:

10

Application for
authorisation.

Inquiry by the
Payments
Regulatory Board.

(a) the genuineness of the particulars furnished by the applicant in relation
to the criteria specified under section 17,
(b) applicant’s capacity to operate the payment system,
(c) the credentials of the applicant.

15
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(2) When an inquiry under section (1) is conducted by any person authorised by it
in this regard, the Payment Regulatory Board may require a report from such
person in respect of the inquiry.
20. (1) The Payments Regulatory Board shall, if satisfied, after any inquiry under sec‐
tion 19 or otherwise, that the application is complete in all respects and that it
conforms to the regulations specified under section 17(1), issue an authorisa‐
tion in writing.
(2) An authorisation issued under sub‐section (1) shall be in such form as may be
specified and shall‐
(a) state the date on which it takes effect;

25

(b) state the conditions, if any, subject to which the authorisation shall be in
force along with reasons;
(c) indicate the payment of fees, as may be specified, if any, to be paid for the
authorisation to be in force;
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(d) if it considers necessary, require the applicant to furnish such security, as
may be specified, for the proper conduct of the payment system under the
provisions of this Act;
(e) continue to be in force till the authorisation is revoked.
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(3) If the Payments Regulatory Board issues an authorisation with any conditions
under sub‐section (2)(b) subject to which the authorisation shall be in force,
it shall pass a reasoned order for imposing such conditions after giving the
applicant a reasonable opportunity of being heard.
(4) The authorisation issued under sub‐section (1) shall be published in the official
gazette.
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(5) Where the Payments Regulatory Board considers that the application for au‐
thorisation should be refused, it shall pass a reasoned order in writing stating
the reasons for refusal:
Provided that no such application shall be refused unless the applicant is given
a reasonable opportunity of being heard.

Issue or refusal of
authorisation.
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(6) Every application for authorisation shall be processed by the Payments Regu‐
latory Board as soon as possible and an endeavour shall be made to dispose of
such application within 90 days from the date of filing of such application.
21. (1) The Payments Regulatory Board may, by a reasoned order, revoke the autho‐
risation given to a system provider under this Act, if such system provider,‐

Revocation of
authorisation.
5

(a) contravenes any provisions of this Act or any regulations issued under this
Act;
(b) fails to comply with the orders or directions issued under this Act;
(c) operates the payment system contrary to the conditions subject to which
the authorisation was issued; or

10

(d) makes an application, as may be specified, for revocation of its authorisa‐
tion.
(2) Except under clause (1)(d) of sub‐section (1), no order of revocation under
sub‐section (1) shall be made ‐
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(a) except after giving the system provider a reasonable opportunity of being
heard; and
(b) without prejudice to the direction under this Act to the system provider
that the operation of the payment system shall not be carried out till the
order of revocation is issued.

20

(3) The order of revocation issued under sub‐section (1) shall include necessary
provisions to protect and safeguard the interests of persons affected by such
order of revocation, except the system provider whose authorisation is being
revoked.
(4) Where, based on information provided by a system provider or opinion of the
Payments Regulatory Board, a system provider becomes or is likely to become
insolvent or dissolved or wound up, the Payments Regulatory Board shall take
necessary action in the interest of consumers as deemed necessary to revoke
the authorisation issued to such system provider to operate the payment sys‐
tem.
22. (1) A person authorised under section 20, may file an application to the Payments
Regulatory Board to seek a temporary exemption from any specific regulations
issued under this Act to experiment with a proposed payment service or pay‐
ment system.
(2) An application under sub‐section (1) shall be made in such form and manner
as may be specified.
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30

Regulatory
sandbox.

35

(3) The Payments Regulatory Board may grant an exemption, in such form, man‐
ner and process as may be specified, for a period not more than six months,
having regard to the following considerations, namely:‐
(a) such exemption is essential to test a proposed payment service or payment
system;
(b) the proposed payment service or payment system is a genuine innovation;
(c) the proposed payment service or payment system has potential to benefit
consumers in India;

40

21
(d) such exemption is not likely to compromise financial stability and interests
of consumers in India;

5

(e) after the expiry of the temporary exemption, the proposed payment ser‐
vice or payment system is likely to be deployed on a broader scale in India;
and
(f) such other criteria as may be specified from time to time.
(4) The Payments Regulatory Board may, while granting exemption under sub‐
section (3), state the following conditions, subject to which exemption shall be
in force, including ‐
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(a) providing adequate disclosure of the potential risks to consumers associ‐
ated with the proposed payment service or payment system;
(b) limiting the number of consumers with respect to the proposed payment
service or payment system;
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(c) limiting the aggregate value of transactions with respect to the proposed
payment service or payment system;
(d) availability of consumer redress mechanism;
(e) such other safeguards to protect the interests of consumers and overall
safety and soundness of the payment systems.
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(5) A person granted exemption under sub‐section (3) may file an application
along with reasons, in such form and manner as may be specified, to the Pay‐
ments Regulatory Board to extend the period of such exemption.
(6) The Payments Regulatory Board may, upon receiving the application under sub‐
section (5), extend the period of exemption for further terms, not exceeding
six months.

25
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(7) Any exemption given to an authorised person under sub‐section (3) of this sec‐
tion shall be in the form of an order and shall be published by the Payments
Regulatory Board along with reasons for satisfaction of the Payments Regula‐
tory Board.
23. (1) A person granted exemption under section 22 shall file a report after the end of
six months or if an exemption is granted under subsection (6) of section 22, at
the end of the extended period, in such form and manner as may be specified,
with the Payments Regulatory Board.
(2) Payments Regulatory Board shall within the time specified, examine the report
submitted under subsection (1) and take either of the following actions,‐
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(a) Permit the person granted exemption under section 22 to operate the pro‐
posed payment system or provide the proposed payment service; or
(b) Not permit the person granted exemption under section 22 to operate the
proposed payment system or provide the proposed payment service.
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(3) If the Payments Regulatory Board decides to take action under clause (a), the
Payments Regulatory Board shall amend the applicable regulations under this
Act to ensure that the proposed payment system or proposed payment service
is operated within the regulatory framework.
(4) If the Payments Regulatory Board decides to take action as per clause (b), the
Payments Regulatory Board shall pass a reasoned order in writing.

Regulatory
sandbox report.
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24. (1) If the Payments Regulatory Board is of the opinion that exemption granted to
system provider under sub‐section 3 of section 21 should, in the interest of
financial stability and consumers, be withdrawn, or the system provider has
violated the conditions subject to which exemption was granted, the Payment
Regulatory Board shall revoke the exemption granted to a system provider
under sub‐section (3) of section 21.

Regulatory
sandbox
revocation.
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(2) No order of revocation of exemption shall be made under sub‐section (1) un‐
less ‐
(a) a written notice is sent to the system provider, providing reasons for con‐
sidering the revocation of the exemption, and;
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(b) the system provider has been given reasonable opportunity of being heard.
25. (1) A system provider authorised under section 20(1) shall make and maintain
bye‐laws governing the operation of the payment system consistent with the
provisions of this Act and regulations made under this Act.
(2) The bye‐laws shall be in such form and manner as may be specified.

System provider to
make bye‐laws.
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CHAPTER 6
SUPERVISION
26. The Payments Regulatory Board may, from time to time, specify‐
(a) the format of payment instructions and the size and shape of such instruc‐
tions, other than cheque as defined in section 6 of the Negotiable Instruments
Act, 1881;

Power to determine
standards.
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(b) the timings to be maintained by payment systems;
(c) the manner of transfer of funds within the payment system, either through
paper, electronic means or in any other manner, amongst system participants;
(d) the conditions subject to which the system participants shall participate in
such fund transfers and the rights and obligations of the system participants
in such funds; and
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(e) such other standards, as may be specified, necessary for the proper and effi‐
cient management of the payment systems generally.
27. (1) The Payments Regulatory Board may specify common standards and any other
criteria as it may consider necessary on a category of payments systems to
enable:

Open access and
I3n0teroperability.

(a) system participants to access payment systems; and
(b) interoperability among system participants and among payment systems.
35

(2) Such criteria shall be objective, ownership neutral and proportionate and shall
not inhibit access more than necessary to safeguard against specific risks such
as data security risk, settlement risk, operational risk and business risk and to
protect the financial and operational stability of the payment system.
(3) Such access criteria shall not restrict effective participation of such system par‐
ticipants in other payment systems;

40
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(4) Before imposing common standards under subsection (1) or mandating pay‐
ment systems to require interoperability with other payment systems under
subsection (1)(b), the Payment Regulatory Board shall consider:

5

(a) the interests of the consumers and public;
(b) the interests of the system participants and payment systems;
(c) the interests of the persons on whom the common standards are to be
imposed;
(d) the interests of persons who, in the future, may be required to be a system
participant; and
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(e) such other matters as the Payment Regulatory Board may consider to be
relevant.
(5) If a payment system refuses to provide access to a person, such person may
make an application as may be specified to the Payments Regulatory Board.
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(6) The Payments Regulatory Board may pass a reasoned order, in writing, to such
payment system to enable the applicant to become a system participant in
relation to that payment system, if it is determined that access has been unrea‐
sonably denied.
28. (1) Every system provider shall make reports to the Payments Regulatory Board
relating to its business and occurance of any event as may be specified.

20
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Reporting
Requirements.

(2) The Payments Regulatory Board shall make regulations requiring system providers
to make reports under sub‐section (1) in a specified form, manner and fre‐
quency.
29. (1) The Payments Regulatory Board may require a system provider or a system par‐
ticipant to provide such documents and information as are reasonably required
by it for the discharge of its functions under this Act.

Power to call for
documents or other
information.

(2) If the Payments Regulatory Board requires a system provider to provide infor‐
mation or produce documents under sub‐section (1), the Payments Regulatory
Board shall give a notice in writing to that system provider.
30
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(3) The Payments Regulatory Board shall specify the manner in which a system
provider shall provide information or documents sought by Payments Regula‐
tory Board under sub‐section (1) including,‐
(a) the designation of the officer of the Payments Regulatory Board who may
seek such information or documents;
(b) the time‐limit within which such information or document has to be pro‐
duced;
(c) the form in which such information or document has to be produced.
(d) such other information as may be specified.
30. (1) Any officer of the Payments Regulatory Board duly authorised by it, in writing,
on this behalf, may for ensuring compliance with the provisions of this Act
or any regulation, in accordance with any regulations specified on this behalf,
enter any premises where a payment system is being operated and may inspect
any equipment, including any computer system or other documents situated
at such premises and call upon any employees of such system provider or its
system participants thereof or any other persons working in such premises to
furnish such information or documents as may be required by such officer.

Power to enter and
inspect.
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(2) While making regulations under sub‐section (1), the Payments Regulatory Board
shall, governing the manner for inspection, specify‐
(a) the process for initiating and conducting inspections;
(b) occasions at which a system provider or its system participant may be
inspected;
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(c) the manner in which the record of such documents inspected and the
findings be provided to the system provider or its system participant;
(d) the time period within which the record of documents shall be inspected
and findings arrived at; and
(e) such other requirements to be met by a system provider or its system
participant to enable the Payments Regulatory Board to collect accurate
information about a system provider or its system participants.
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(3) Any regulation made under this section shall balance the requirements of the
Payments Regulatory Board to,‐
(a) cause minimum disruption in the business of a system provider or its sys‐
tem participant; and
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(b) not impose unreasonable burden upon a system provider or its system
participant.
31. (1) The Central Government, Payments Regulatory Board, every member and ev‐
ery employee of the Payments Regulatory Board, shall maintain the confiden‐
tiality of any regulatory data and other commercially sensitive information that
is obtained or produced in the discharge of any of its functions under this Act,
unless,‐

Information etc., to
be confidential.
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(a) any provision of this Act permits or requires its publication or disclosure;
(b) any other law or any agreement in force permits or requires its publication
or disclosure;

25

(c) the person from whom it was obtained and if different, the person to
whom it relates, consents to the disclosure;
(d) it is already available to the public from other sources;
(e) it is in the form of a summary or collection of information so framed, that
it is not possible to ascertain from it information relating to any particular
person;

30

(f) the disclosure enables or assists the Payments Regulatory Board or the
Central Government to discharge its functions under this Act; or
(g) the disclosure is directed by a judicial authority having appropriate juris‐
diction, for the purpose of any judicial proceeding.

35

(2) In sub‐section (1), “agreement” means an agreement in accordance with this
Act, between ‐
(a) Payments Regulatory Board and any financial sector regulator; or
(b) Payments Regulatory Board and the Central Government; or
(c) Payments Regulatory Board and a State Government.
(3) Nothing in this section will restrict the power of a public authority to exempt
any information under section 8 of the Right to Information Act, 2005 (22 of
2005).
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32. (1) The Payments Regulatory Board may, for the purpose of carrying out its func‐
tions under this Act, conduct or get audits and inspections conducted of a pay‐
ment system or system participants thereof and it shall be the duty of the sys‐
tem provider and system participant to assist the Payments Regulatory Board
to carry out such audit or inspection.

Power to carry out
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(2) The Payments Regulatory Board may specify the criteria, form, manner, and
frequency of audits and inspections.
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33. (1) Where the Payments Regulatory Board has reasonable ground to believe that
any system provider or system participant is violating or has violated any pro‐
vision of this Act or regulations made under this Act, it may, at any time by a
reasoned order in writing, direct any officer to investigate such violation.

Power to
investigate.

(2) The Payments Regulatory Board shall duly authorise, in writing, such officer
for investigating the violation and record such authorisation.
(3) The record of authorisation shall provide for,‐
15

(a) the authorisation of the officer;
(b) reason for commencing the investigation;
(c) scope of the investigation;
(d) the duration of the investigation, which shall not exceed one hundred and
eighty days in any one instance; and

20

(e) the method of reporting of the investigation.
(4) The Payments Regulatory Board may modify the terms of authorisation con‐
tained in sub‐section (3), if the circumstances of the investigation require such
modification.

25

(5) In this section, “officer” means an employee of the Payments Regulatory Board
not below the rank of Chief General Manager.
34. (1) The officer authorised under section 33(2) shall have the same powers as are
vested in a civil court under the Civil Procedure Code, 1908 (5 of 1908) in
respect of the following matters,‐

30

(a) the discovery and production of any document, including books of ac‐
count;
(b) summoning and enforcing the attendance of any individual in relation to
operation of the payment system and examining him on oath;
(c) requiring such individuals to produce relevant records and documents;
and

35

(d) issuing commissions for the examination of persons in relation to opera‐
tion of the payment system or documents.
(2) The officer may require any employee, director or person in control of a person
under investigation to,‐

40

(a) produce any book, document, records or information relating to the per‐
son under investigation, which are in his custody or power; and
(b) appear in person or through an authorised representative before the offi‐
cer and respond to the questions of the officer.
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(3) The officer may,‐
(a) make copies of any document, record, or information produced; and
(b) retain the books, accounts, or any other records obtained in the course
of investigation, for a period not exceeding thirty days from the date on
which they are obtained.

5

(4) Where the investigator proposes to retain such books, accounts or records for a
period exceeding thirty days, it must comply with the process set out in section
36.
(5) Any copy of a document or record made by the officer shall be presumed to be
a true and accurate copy, unless evidence is produced to the contrary.
35. The officer authorised under section 33 shall exercise the powers contained under
this Act only after giving a notice in writing to the person under investigation
stating‐
(a) the relationship between the person who is investigated and the scope of the
investigation under sub‐section 33(3) of section 33; and

10
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(b) the reasons recorded for such investigation.
36. (1) The officer authorised under section 33(3) of this Act may,‐

Search and seizure.

(a) enter and search the premises of the person being investigated;
(b) seize and retain custody of books, accounts or any other records of the
person being investigated;
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(c) attach, for a period not exceeding thirty days, the proceeds, involving in
the violation being investigated.
(2) If the officer authorised under section 33(3) of this Act, proposes to use the
powers under sub‐section (1), the officer,‐
(a) shall make an application to the Magistrate;

25

(b) may requisition the services of any police officer or any officer of the Cen‐
tral Government or both, to assist him for all or any of the purposes set
out in sub‐ section (1), and it will be the duty of every such officer to
comply with such requisition.
(3) The Magistrate may issue an order authorising the officer to carry out the ac‐
tions contained in sub‐section (1), if the officer satisfies the Magistrate that,‐
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(a) the person being investigated may not co‐operate with the investigation;
or
(b) if the authorised officer calls for any document, the person may cause
destruction of information or records which is required by the officer.

35

(4) The order of the Magistrate under sub‐section (3) will have the same legal
effect as a warrant issued by a court under the Criminal Procedure Code, 1973
(2 of 1974).
(5) The officer may keep in his custody the books, accounts and other records
seized under this section for a period set out in the order passed by the Magis‐
trate, not exceeding the duration of the investigation.

40
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(6) On completion of the investigation, the officer shall,‐
(a) return such books, accounts and records to the person from whose custody
or power they were seized, with or without identification marks placed on
them or any part of them; and
5

(b) inform the Magistrate of such return.
(7) Except as otherwise provided in this section, every search or seizure made
under this section shall be carried out in accordance with the provisions of the
Criminal Procedure Code, 1973 (2 of 1974) relating to searches or seizures
made under that Code.
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(8) In this section, “Magistrate” means a Magistrate or Judge of such designated
court in Mumbai as may be notified by the Central Government.
37. The officer authorised under section 33(3) of this Act shall make the following
reports to the Payments Regulatory Board containing such details as may be spec‐
ified by the regulations,‐

15
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(a) after the lapse of time mentioned in the record of appointment, an interim
report indicating the reasons for not completing the investigation within such
time; and
(b) after the conclusion of the investigation, a final report.

20
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38. (1) Where, on a complaint received by the Payments Regulatory Board or suo
motu, the Payments Regulatory Board, after conducting an inspection under
section 30 or investigation under section 33 of this Act, is of the opinion that it
is necessary to do so, it may appoint one or more officers of the Payments Reg‐
ulatory Board as observer in the manner as may be specified by the Payments
Regulatory Board, by a reasoned order in writing, with effect from such date
as may be mentioned in the order.

Power to appoint
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(2) Any person appointed as observer in pursuance of this section shall hold office
during the pleasure of the Payments Regulatory Board and subject thereto for
a period not exceeding three years or such further periods not exceeding three
years at a time.
30

(3) The Payments Regulatory Board while making regulations under sub‐section
(1) shall ensure that any person responsible to conduct an inquiry under sub‐
section 33(2) shall not be eligible for appointment as an observer.
(4) The officer appointed in sub‐section (1) may for the purpose mentioned in
sub‐section (1):
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(a) attend such meetings of the board or the sub‐committee of the board of
the system provider of a payment system where the agenda at such meet‐
ings is directly related to the affairs of the payment system, and
(b) require the system provider to submit to the Payments Regulatory Board
such information as the officer may require in relation to the payment
system.
Provided the officer shall submit the requirement for information under
sub‐section (b) in writing with a justification for requesting the informa‐
tion.
39. (1) Where the Payments Regulatory Board is of the opinion that,‐
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(a) a payment system or a system participant is engaging in, or is about to
engage in, any act, omission or course of conduct that results, or is likely
to result, in systemic risk being inadequately controlled; or
(b) any act, omission or course of conduct under clause (a) is likely to ad‐
versely affect the payment systems operating in India, the Payments Reg‐
ulatory Board may issue directions in writing to such payment system or
system participant requiring it, within such time as the Payments Regula‐
tory Board may specify‐
(i) to cease and desist from engaging in the act, omission or course
of conduct or to ensure any other system participant to cease and
desist from the act, omission or course of conduct; or
(ii) to perform such acts as may be necessary, in the opinion of the
Payments Regulatory Board, to remedy the situation.
(2) The Payments Regulatory Board may, on representation made to it or on its
own motion, modify or cancel any direction issued under sub‐section (1), and
in so modifying or cancelling any direction may impose such conditions as it
thinks fit, subject to which the modification or cancellation shall have effect.
(3) If the Payments Regulatory Board decides to give directions or modify or cancel
any direction under this section, it shall issue an order containing details of the
same with reasons.
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(4) No order under sub‐section (3) shall be made except after giving the system
provider or system participant a reasonable opportunity of being heard.
40. (1) Without prejudice to the foregoing provisions, the Payments Regulatory Board
may make regulations to issue necessary direction in public interest to system
providers or system participants or any other person either generally or to
such agency and in particular, pertaining to the conduct of business relating to
payment systems.
(2) For the purposes of this section, a direction that can be issued by the Payments
Regulatory Board in public interest under sub‐section (1) shall only be to reg‐
ulate the payment systems including electronic, non‐electronic, domestic and
international payment systems affecting domestic transactions.

Power to make
regulations to issue
directions in public
interest.
25

30

(3) If the Payments Regulatory Board decides to give directions under this section,
it shall issue an order containing details of the direction issued with reasons.
(4) No order under sub‐section (3) shall be made except after giving the system
provider or system participant or any other person a reasonable opportunity of
being heard.
41. Payments Regulatory Board can call for or furnish to any such agencies, as may be
specified by the Payments Regulatory Board, such information as may be consid‐
ered necessary by it for the efficient discharge of its functions.
CHAPTER 7
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ENFORCEMENT ACTIONS
42. (1) The Payments Regulatory Board may take one or more enforcement action, by
an order in writing, against a person, if such person,‐
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(a) fails to comply with the conditions subject to which the authorisation has
been issued under section 20 of this Act;
(b) fails to produce any statement, information, returns or other documents,
or to furnish any statement, information, return or other documents,
which are required under section 28(1) or under section 29 of this Act;
(c) fails to furnish any documents or answer any question relating to the
operation of a payment system which is required by an officer making
inspection under section 30 of this Act;
(d) violatesany applicable provision of this Act or any regulation made under
it;
(e) violates any order or direction under this Act; or
(f) knowingly and wilfully disrupts, attempts to disrupt, or aids in disrupting,
the normal functioning of a payment system.
(2) The enforcement action referred in sub‐section (1) constitutes,‐

15

20

25

(a) issuance of a private warning;
(b) issuance of a public statement;
(c) requiring a person to correct a violation;
(d) imposition of a monetary penalty on a person which may extend to one
crore rupees or twice the amount involved in such contravention, whichever
is more, and if the person fails to pay the penalty, a further monetary
penalty which may extend to one lakh rupees for every day for which the
contravention or default continues; and
(e) issuance of a disgorgement order; and
(f) declaring a person to be not fit and proper person for this Act or regula‐
tions made under this Act as may be mentioned in the order.
(3) When the Payments Regulatory Board issues a private warning, it shall not
publish such warning, but may provide copies of the warning to such person.
(4) No enforcement action shall be made without giving a reasonable opportunity
to be heard.
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43. (1) For the purpose of determining whether any enforcement action should be
taken under sub‐section (1) section 39, the Payments Regulatory Board shall
appoint such adjudicating officers, for holding an inquiry in the manner pre‐
scribed after giving the concerned party a reasonable opportunity of being
heard for the purpose of taking any enforcement action referred in sub‐section
(2) of section 39.
(2) The Payments Regulatory Board shall ensure that ‐

40
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(a) there is operational segregation and independence of the adjudicating of‐
ficers; and
(b) adjudicating officers are not involved in any function that conflicts with
the independence and neutrality of such officers.
(3) While holding an inquiry, the adjudicating officer shall have power to summon
and enforce the attendance of any person acquainted with the facts and cir‐
cumstances of the case to give evidence or to produce any document, which
in the opinion of the adjudicating officer, may be useful for or relevant to the
subject matter of the inquiry and if, on such inquiry, the officer is satisfied that
the person has failed to comply with the provisions of the Act, the officer may
impose such penalty as the officer thinks fit in accordance with the provisions
of this Act.
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(4) Save as otherwise provided in the Act, any action to be taken or power to be
exercised by the Payments Regulatory Board in the following sections of this
Act, shall be delegated to and excercised by the adjudicating officer appointed
as per sub‐section (1) above ‐
(a) Power to issue disgorgement order under sub‐section 42(2)(e).
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(b) Any enforcement action to be taken by the Payments Regulatory Board
under section 42.
(c) Power to issue a show‐cause notice under section 46.
(d) Power to issue discontinuance notice under section 49.
(5) The adjudicating officer can take any other action or excercise any power, as
may be specified.
44. (1) A disgorgement order may be issued under sub‐section 42(2)(e) of section
42 by the Payments Regulatory Board against any person who made profit or
averted loss by indulging in any activity in contravention of this Act or regula‐
tions made under this Act, to pay an amount equivalent to the wrongful gain
made or loss averted by such contravention.
(2) The Payments Regulatory Board may pay to such persons who have been af‐
fected by a violation of the provisions of this Act or regulations made under
this Act, from the amount received under sub‐section (1) by the Payments Reg‐
ulatory Board. While making such payment, the Payments Regulatory Board
may take account of any consideration as it deems fit, including but not limited
to the following criteria:
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(a) the loss suffered by the persons is directly attributable to the violation;
(b) the persons who have suffered loss due to the violation can be reasonably
identified; and

25

(c) the amount disgorged is sufficient to provide restitution to similarly placed
persons.
(3) The Payments Regulatory Board shall make necessary regulations in relation
to disgorgement order, including‐
(a) the procedure for claiming amount under this section by persons suffering
a loss;
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(b) the time‐period within which such amount may be claimed; and
(c) other matters incidental to enable the Payments Regulatory Board to pay
from the amount received under sub‐section (1).
45. (1) Any enforcement action taken by the Payments Regulatory Board under sub‐
section 42(1) of section 42 shall be proportionate to the action or omission in
respect of which the enforcement action is proposed to be undertaken.
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(2) The Payments Regulatory Board shall consider the following factors while de‐
termining the enforcement action to be taken against a person,‐
(a) the nature and seriousness of the action or omission by the person, in‐
cluding whether the action or omission was‐
(i) deliberate on the part of the person;
(ii) caused due to the recklessness of the person; or
(iii) caused due to negligence on the part of the person;
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(b) the consequences and impact of the action or omission, including the ex‐
tent of,‐
(i) benefit or unfair advantage gained by the person as a result of the
action or omission; and
(ii) loss caused, or likely to be caused, to consumers or other persons
as a result of the action or omission;

5

(c) the conduct of the person upon the discovery of the occurrence of the
action or omission; and
(d) repetitive nature of the action or omission.
10 46.

(1) The Payments Regulatory Board shall issue a show cause notice to a person
against whom it proposes to take an enforcement action under section 42.

Show‐cause notice.

(2) The Payments Regulatory Board shall provide access to the material that exists
in support of the show‐cause notice to the person against whom it proposes to
take an enforcement action under section 42.
15

(3) Nothing contained in this section (1) shall be applicable when the Payments
Regulatory Board proposes to issue a private warning against a person under
section 42.
47. (1) A show cause notice issued under section 46(1) of this Act shall,‐
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(a) be in writing;
20

(b) state the action which the Payments Regulatory Board proposes to take;
(c) give causes requiring the proposed action; and
(d) state whether any material exists in support of the show cause notice.

25

(2) The show cause notice shall provide the noticee a reasonable period, which
shall not be less than twenty‐one days, within which the noticee may make
representations to the Payments Regulatory Board.
(3) The Payments Regulatory Board may grant a reasonable extension of time for
making the representations as may be specified.
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(4) After the period under sub‐section (2) or as extended under sub‐section (3) has
expired, the Payments Regulatory Board shall decide within a specified period
whether to issue an order undertaking an enforcement action.
48. (1) Every order issued under section 42 of this Act by the Payments Regulatory
Board shall,‐
(a) be in writing;
(b) state the reasons for the order;
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(c) state the material relied upon in making the order;
(d) be delivered immediately to the person against whom the order has been
made by registered post; and
(e) be published except as may be specified.
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(2) If the order was preceded by a show cause notice, the action to which the order
relates shall be the same action proposed in the show cause notice.
(3) An order does not, unless it states otherwise with reasons, become effective
until thirty days have elapsed from the date of issue of the order.
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(4) An order, which requires a person to take certain identified actions under sec‐
tion 42(2), shall provide reasonable time to such person to perform such ac‐
tions.
49. (1) The Payments Regulatory Board shall give a discontinuance notice in writing
to the concerned person, within a reasonable period of time, if it decides not
to take an action proposed in a show cause notice.
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(2) A discontinuance notice shall identify the action or actions which are being
discontinued.
(3) A discontinuance notice may be published by the Payments Regulatory Board
if the person to whom such discontinuance notice relates, requests such publi‐
cation.
50. (1) Any person aggrieved by any order made under this Act may prefer an appeal
before the Securities Appellate Tribunal which shall have jurisdiction over the
matter.
(2) Every appeal under sub‐section (1) shall be filed within a period of forty‐five
days from the date of receipt of the order appealed against and it shall be
in such form and manner and shall be accompanied by such fee as may be
prescribed:
Provided that the Securities Appellate Tribunal may entertain an appeal after
the expiry of the said period, if it is satisfied that there was sufficient cause for
not preferring the appeal within that period.
(3) On receipt of an appeal under sub‐section (1), the Securities Appellate Tribunal
may, after giving the parties to the appeal, an opportunity of being heard, pass
such orders thereon as it thinks fit, confirming, modifying or setting aside the
order appealed against.
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(4) The Securities Appellate Tribunal shall send a copy of every order made by it
to the Payments Regulatory Board and the parties to the appeal.
(5) The appeal filed before the Securities Appellate Tribunal under sub‐section (1)
shall be dealt with by it as expeditiously as possible and endeavour shall be
made by it to dispose of the appeal finally within six months from the date on
which the appeal is presented to it.
(6) Without prejudice to the provisions of sections 15T and 15U of the Securities
and Exchange Board of India Act, 1992 (15 of 1992), the Securities Appellate
Tribunal shall deal with an appeal under this section in accordance with such
procedure as may be prescribed.
51. No civil court shall have jurisdiction to entertain any suit or proceeding in respect
of any matter for which the Payments Regulatory Board under this Act or a Secu‐
rities Appellate Tribunal is empowered by or under this Act to determine and no
injunction shall be granted by any court or other authority in respect of any action
taken or to be taken in pursuance of any power conferred by or under this Act.
52. Any person aggrieved by any decision or order of the Securities Appellate Tribunal
under this Act may file an appeal to the Supreme Court within sixty days from the
date of communication of the decision or order of the Securities Appellate Tribunal
to him on any question of law arising out of such order:
Provided that the Supreme Court may, if it is satisfied that the appellant was pre‐
vented by sufficient cause from filing the appeal within the said period, allow it to
be filed within a further period not exceeding sixty days.
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PART VI

CONSUMER PROTECTION AND RIGHTS AND DUTIES
OF A SYSTEM PROVIDER
CHAPTER 8
5

CONSUMER PROTECTION
53. (1) The Payments Regulatory Board shall consider and balance the following prin‐
ciples while making regulations under this Chapter,‐

Principles for
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(a) the level of protection required for a consumer may vary depending on
the following,‐
10

15

(i) the level of knowledge, experience and expertise of the consumer;
(ii) the nature and degree of risk embodied in the payment service by
the consumer; and
(iii) the extent of dependence of the consumer on the system participant.
(b) any obligation imposed on a system provider or a system participant should
be reasonably commensurate with the anticipated aggregate benefits for
consumers.
54. (1) The Payments Regulatory Board shall make such regulations so as to impose
adequate obligations on system provider to ensure protection of funds of per‐
sons using the payment system.
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(2) While making a regulation under sub‐section (1), the Payments Regulatory
Board shall consider the necessity for the system provider to,‐
(a) place the funds in a separate account that it holds with a bank;
(b) invest the funds in such secure, liquid assets as may be specified;
(c) maintain the funds in a separate account as may be specified;
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(d) any other mechanism as it may deem fit.
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(3) While making a regulation under sub‐section (1), if the regulation requires
a class of payment systems to mandatorily use, directly or indirectly, the ser‐
vices of another class of regulated entities, the Payments Regulatory Board
shall endeavour to ensure that such payment systems suffer least competitive
disadvantage due to such mandatory requirement.
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(4) The funds of any person held in the account or accounts, referred to in sub‐
section (2)(a), shall not be utilised for any purpose other than for discharging
the liabilities arising on account of the usage of the payment system by the
customers or for repaying to the customers or for such other purpose as may
be specified by the Payments Regulatory Board from time to time.
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(5) Notwithstanding anything contained in the Banking Regulation Act, 1949 or
the Companies Act, 1956 or the Companies Act, 2013 or any other law for
the time being in force, the persons entitled to receive payment under sub‐
section (4) shall have a first and paramount charge on the balance held in that
account and the liquidator or receiver or assignee (by whatever name called) of
the system provider of the payment system or the scheduled commercial bank
concerned, whether appointed as provisional or otherwise, shall not utilise the
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said balances for any other purposes until all such persons are paid in full or
adequate provision is made therefore.
Explanation ‐ For the purposes of this section, “scheduled commercial bank”
shall mean a “banking company”, “corresponding new bank”, “State Bank of
India” and “subsidiary bank” as defined in section 5 of the Banking Regulation
Act, 1949 (10 of 1949) and included in the Second Schedule to the Reserve
Bank of India Act,1934 (2 of 1934).
55. (1) The Payments Regulatory Board may specify regulations to‐
(a) access, process, handle, retain and transmit of personal information of
consumers in relation to a payment system including, ‐
(i) the manner of maintenance of records of personal information;
(ii) the time‐periods for which the records are to be maintained; and
(iii) the manner in which records of personal information should be
dealt with after the expiry of the specified period;
(iv) mechanisms to ensure that consumers have access to, and are given
an effective opportunity to seek modifications to, their personal in‐
formation.
(b) determine security standards to ensure safety and protection from unau‐
thorised access, use, disclosure, disruption, modification or destruction in
relation to payment systems.
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(2) The Payments Regulatory Board shall ensure that regulations made under clauses
(1)(a) and (1)(b) shall be consistent with the provisions and regulations made
under Information Technology Act, 2000 (21 of 2000).
56. (1) Every system provider shall disclose information, as may be specified, to enable
consumers to make an informed decision.
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(2) The Payments Regulatory Board shall specify the information to be disclosed
in relation to a payment service under sub‐section (1), which may include‐
(a) the main characteristics of the payment service, including its features,
benefits and risks to the consumer;
(b) the consideration to be paid for the payment service;
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(c) the attributes of the system participant including their identity and details
of authorisation;
(d) the contact details of the system participant and the methods of commu‐
nication to be used between the system participant and the consumer;
(e) the rights of the person who uses payment services, if any, to rescind a
contract for the provision of a payment service; and
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(f) any other information as may be specified from time to time.
57. (1) Every system provider shall provide effective mechanism for receipt and re‐
dressal of complaints in relation to payment services in a prompt and efficient
manner.
(2) The Payments Regulatory Board shall specify the essential features of the mech‐
anism to be provided by a system provider under sub‐section (1), including,‐
(a) the manner in which a complaint may be made and the time‐period within
which the complaint must be filed; and

Consumer redress.
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(b) the process to be followed by a system provider to receive and redress
complaints and the time limits for each step of the process.
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(3) Any person, who filed a complaint under sub‐section (1), may file an appli‐
cation, in the form and manner as may be specified, before an independent
redress mechanism as may be specified by the Payments Regulatory Board if,‐
(a) the system provider has failed to resolve the complaint within time‐period
specified under sub‐section (2)(b); or
(b) the complainant is not satisfied with the resolution of the complaint by
the system provider.
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(4) Any party to the complaint filed under sub‐section (1) who is not satisfied
by the order passed by the independent redress mechanism specified in sub‐
section (3) may prefer an appeal before the Securities Appellate Tribunal under
section 50(1).
58. Notwithstanding anything contained in this Act, no consumer shall be barred from
filing a complaint for redressal under the Consumer Protection Act, 1986 (68 of
1986).

Applicability of the
Consumer
Protection Act,
1986.

CHAPTER 9
RIGHTS AND DUTIES OF A SYSTEM PROVIDER

20

59. Every system provider shall operate the payment system in accordance with the
provisions of this Act, the regulations, the contract governing the relationship
among the system participants, the rules and regulations, which deal with the
operation of the payment system and the conditions subject to which the authori‐
sation is issued, and the directions given by the Payments Regulatory Board from
time to time.
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60. A system provider shall disclose to the existing or potential system participants,
the terms and conditions including the charges and the limitations of liability un‐
der the payment system, and supply them with copies of the bye‐laws governing
the operation of the payment system, netting arrangements and other relevant
documents as may be specified.
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61. (1) A system provider shall not disclose to any other person the existence or con‐
tents of any document or part thereof or other information given to him by a
system participant, except where such disclosure is required under the provi‐
sions of this Act or the disclosure is made with the express or implied consent
of the system participant concerned or where such disclosure is in obedience to
the orders passed by a court of competent jurisdiction or a statutory authority
in exercise of the powers conferred by a statute.
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(2) Every chairperson, director, member, auditor, officer or other employee of a
system provider shall, before entering upon his duties, make a declaration of
fidelity and secrecy in the form, as may be specified in this regard.
40

(3) The provisions of the Bankers’ Book Evidence Act, 1891 (18 of 1891) shall
apply in relation to the information or documents, or other books in whatever
form maintained by the system provider.
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62. (1) The payment obligations and settlement instructions among the system partic‐
ipants shall be determined in accordance with the gross or netting procedure,
as the case may be, approved by the Payments Regulatory Board while issuing
authorisation to a payment system under section 20, or, such gross or netting
procedure as may be approved by it under any other provisions of this Act.

Settlement and
netting.

5

(2) Where the rules providing for the operation of a payment system indicates a
procedure for the distribution of losses between the system participants, such
procedure shall have effect notwithstanding anything to the contrary contained
in any other law for the time being in force.
(3) A settlement effected under such procedure shall be final and irrevocable.

10

(4) Where, by an order of a court, Tribunal or authority–
(a) a system participant is declared as insolvent or is dissolved or wound up;
or
(b) a liquidator or receiver or assignee (by whatever name called), whether
provisional or otherwise, is appointed in a proceeding relating to insol‐
vency or dissolution or winding up of a system participant,
then, notwithstanding anything contained in the Banking Regulation Act,1949
(10 of 1949) or the Companies Act, 2013 (18 of 2013) or any other law for the
time being in force, such order shall not affect any settlement that has become
final and irrevocable prior to such order or immediately thereafter, and the
right of the system provider to appropriate any collateral contributed by the
system participants towards its settlement or other obligations in accordance
with the bye‐laws relating to such system provider.
(5) Where an order referred to in sub‐section (4) is made with respect to a central
counter party, then, notwithstanding such order or anything contained in the
Banking Regulation Act,1949 (10 of 1949) or the Companies Act, 2013 (18 of
2013) or any other law for the time being in force, the payment obligations
and settlement instructions between the central counter party and the system
participants including those arising from transactions admitted for settlement
at a future date, shall be determined forthwith by such central counter party in 30
accordance with the gross or netting procedure, as the case may be, approved
by the Payments Regulatory Board, while issuing authorisation or under any
other provisions of this Act, and such determination shall be final and irrevo‐
cable.

15

20
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(6) Notwithstanding anything contained in the Banking Regulation Act, 1949 (10
of 1949) or the Companies Act, 2013 (18 of 2013) or any other law for the time
being in force, the liquidator or receiver or assignee (by whatever name called)
of the central counter party, whether appointed as provisional or otherwise,
shall–

35

(a) not re‐open any determination that has become final and irrevocable;

40

(b) after appropriating in accordance with the rules, regulations or bye‐laws
of the central counter party, the collateral provided by the system partic‐
ipants towards their settlement or other obligations, return the collateral
held in excess to the system participants concerned.
Explanation 1‐ For the removal of doubts, it is hereby declared that the settle‐ 45
ment, whether gross or net, referred to in this section is final and irrevocable as
soon as the money, securities, foreign exchange or derivatives or other trans‐
actions payable as a result of such settlement is determined, whether or not

37
such money, securities or foreign exchange or derivatives or other transactions
is actually paid.

5

10

(7) Notwithstanding anything contained in sub‐section (3) of section 77 of Compa‐
nies Act, 2013 (18 of 2013), the liquidator, receiver or assignee (by whatever
name called), whether appointed as provisional or otherwise, and other cred‐
itors of the system participant shall take into account the right of the system
provider to appropriate the collateral contributed by the system participant to‐
wards its settlement or other obligations in accordance with the bye‐laws of
such system provider and shall not have any right to such collateral.
(8) The system provider shall, after appropriating the collateral under sub‐section
(7), return the collateral held in excess to the liquidator, receiver or assignee
(by whatever name called) of the system participant concerned, whether ap‐
pointed as provisional or otherwise.
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CHAPTER 10
DESIGNATION OF A PAYMENT SYSTEM
Designation.

63. (1) The Payments Regulatory Board may, by a reasoned order in writing, designate
a payment system, authorised under section 20(1), as a designated payment
system if it is satisfied that ‐
(a) a disruption in the operations of the payment system could trigger, cause
or transmit further disruption to the system participant or systemic dis‐
ruption to the financial system of India; or

5

10

(b) a disruption in the operation of the payment system could affect public
confidence in payment systems of India; or
(c) it is otherwise in the interest of the public to do so.
(2) The Payments Regulatory Board shall specify the criteria to evaluate if the con‐
ditions mentioned in sub‐section (1) are satisfied by a payment system based
on the following features:

15

(a) the market share controlled;
(b) degree of interconnectedness and interdependencies with other payment
systems;
(c) number and type of system participants;

20

(d) volume, value and type of transactions that the payment system processes
or is likely to process in the future; and
(e) the available alternatives to using the payment system at a short notice.
(3) The Payments Regulatory Board shall publish an order made under sub‐section
(1) immediately after it is made and submit a copy of the same to the Reserve
Bank and the Central Government.

25

(4) Notwithstanding anything contained in section 63, an infrastructure system
shall be deemed to be a designated payment system under this Act.
64. The Payments Regulatory Board, before making a designation order in respect of
a payment system, shall ‐

Procedure of
designation.
30

(a) intimate the system provider of the payment system and consider any representa‐
tion made by such system provider,
(b) give the system provider an opportunity to be heard.
65. (1) The Payments Regulatory Board shall review as frequently as required, and
at least once every financial year, the applicability of the criteria contained in
regulations made under section 63(2) to the designated payment systems.
(2) The Payments Regulatory Board may at any time after making a designation
order amend or revoke such designation order, by a reasoned order in writ‐
ing, on its own or through an application made by the system provider of the
designated payment system.
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(3) The Payments Regulatory Board, before amending or revoking a designation
order in respect of a payment system, shall ‐
(a) intimate the system provider of the payment system and consider any
representation made by such system provider, and
5

(b) give the system provider an opportunity to be heard.
(4) The Payments Regulatory Board shall revoke a designation order under sub‐
section (2) if it is satisfied that the conditions mentioned in section 63(1) are
no longer applicable to the payment system to which the order relates.

10

(5) The Payments Regulatory Board shall publish an order made under sub‐section
(2) immediately after it is made and submit a copy of the same to the Reserve
Bank and the Central Government.
CHAPTER 11
PRINCIPLES AND POWERS UNDER THIS PART
Supervision.

15

66. (1) The Payments Regulatory Board may, in order to achieve the objective of sys‐
temic stability and resilience, specify additional requirements on a designated
payment system.
(2) The additional requirements under sub‐section (1) may be relating to autho‐
risation, supervision, consumer protection and rights and duties of system
provider under this Act.

67. (1) If the Payments Regulatory Board is of the opinion that in pursuance objectives
mentioned in section 8(4), it is necessary to do so, it may, from time to time,
appoint one or more officers of the Payments Regulatory Board as observer(s)
for a period and in such manner as may be specified, by a reasoned order in
writing, with effect from such date as may be specified in the order, to observe
25
the manner in which the affairs of the designated payment system are being
conducted and make a report thereon.
20
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(2) The officer appointed in sub‐section (1) may for the purpose mentioned in
sub‐section (1):
30

35

(a) attend such meetings of the board or the sub‐committee of the board of
the system provider of a designated payment system where the agenda at
such meetings is directly related to the affairs of the designated payment
system, and
(b) require the system provider to submit to the Payments Regulatory Board
such information as the officer may require in relation to the designated
payment system.
Provided the officer shall submit the requirement for information under
sub‐section (b) in writing with a justification for requesting the informa‐
tion.

40

68. (1) The board of a designated payment system must approve the draft of every
bye‐law proposed to be made by that designated payment system.
(2) The Payments Regulatory Board shall specify the basic features to be contained
in the bye‐laws of a designated payment system including those related to
default arrangements.
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(3) The system provider of the designated payment system shall issue bye‐laws in
accordance with the regulations under sub‐section (2).
(4) Before the system provider issues such bye‐laws, the bye‐laws shall be ap‐
proved by the Payments Regulatory Board to ensure that they are in compliance
with the regulations under sub‐section (2).

5

(5) A system provider of a designated payment system shall inform and take prior
approval of the Payments Regulatory Board before changing any bye‐law.
69. (1) The Payments Regulatory Board may suo motu or on an application of a party
to an agreement, by direction, vary the terms of a payment system agreement
by varying any of the fees or charges payable under such agreement or any
other terms and conditions relating to the participation of a system participant
in the designated payment system.
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(2) The Payments Regulatory Board shall, before directing the variation of a pay‐
ment system agreement under this section:
(a) intimate the system provider of the payment system the justification for
the proposed variation along with the text of the proposed variation,

15

(b) consider any representation made by such system provider,
(c) give the system provider an opportunity to be heard, and
(d) give the system provider a recourse to revisit the contract in entirety.
(3) For the purpose of this section, the expression “payment system agreement”
means‐

20

(a) any agreement made between the system provider of a designated pay‐
ment system and a system participant;
(b) any agreement made between a system participant with direct access to
a designated payment system and another person for the purpose of en‐
abling that other person to become a system participant in relation to the
designated payment system;
(c) any agreement concerning fees or charges payable in connection with par‐
ticipation in a designated payment system, or the use of services provided
by a designated payment system

25

30

(4) Any direction issued under this section shall be a reasoned order in writing and
shall be published in the official gazette.
Provided that no commercially sensitive information shall be published in
relation to the contract, the terms of which are varied through a direction
issued under this section.
70. Where, based on information provided by a system provider or opinion of the
Payments Regulatory Board, a system provider of a designated payment system
becomes or is likely to become insolvent or dissolved or wound up, the Payments
Regulatory Board shall take necessary action in the interest of consumers and
system participants as deemed necessary including:
(1) revocation of the authorisation;
(2) require the system provider to immediately take any action or to do or not to
do any act in relation to its business as the Payments Regulatory Board may
consider necessary;

35
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(3) appoint one or more persons, on such terms as the Payments Regulatory Board
may specify, to advise the system provider on the proper management of its
business as the Payments Regulatory Board may determine; or

5

(4) such other action as may be necessary to control and manage the operation of
the designated payment system.

CHAPTER 12
ADDITIONAL REQUIREMENTS FOR INFRASTRUCTURE SYSTEMS
71. Infrastructure systems shall be deemed to be designated payment systems and the
requirements of section 66 to section 70 shall apply accordingly.
10

72. (1) An infrastructure institution shall ensure that its ownership and governance
structures give precedence to the interests of consumers over the profit‐making
motive, if any, of the infrastructure institution.
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(2) The Regulator may specify,
15

(a) the maximum ownership interest that can be held by a class or classes of
persons in an infrastructure institution;
(b) the manner of calculating the ownership interests of different classes of
persons in an infrastructure institution;
(c) the requirement to have independent members on the governing body of
an infrastructure institution; and

20

(d) the requirement to have a representative or class of representatives of con‐
sumers availing of the services provided by the infrastructure institution,
on the governing body of an infrastructure institution.
73. The bye‐laws of an infrastructure system must promote the objective that the Pay‐
ments Regulatory Board is required to pursue as contained in Chapter 4.

25

74. Employees of an infrastructure institution shall not be liable in damages for any‐
thing done or omitted in the discharge of their duties under this Act, unless it is
shown that such act or omission was in bad faith.
75. Nothing contained in section 72 shall be applicable to the Reserve Bank in its role
as an infrastructure institution.
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PART VIII

OFFENCES
Offences.

76. (1) Where a person contravenes section 16(1), he shall be punishable with im‐
prisonment for a term which shall not be less than one month but which may
extend to ten years or with fine which may extend to one crore rupees or with
both and with a further fine which may extend to one lakh rupees for every
day, after the first day during which the contravention or failure to comply
continues.
(2) Whoever in any application for authorisation or in any return or other docu‐
ment or on any information required to be furnished by or under, or for the
purpose of, any provision of this Act, wilfully makes a statement which is false
in any material particular, knowing it to be false or wilfully omits to make a
material statement, shall be punishable with imprisonment for a term which
may extend to three years and shall also be liable to fine which shall not be
less than ten lakh rupees and which may extend to fifty lakh rupees.
(3) If any person discloses any information, the disclosure of which is prohibited
under section 61, he shall be punishable with imprisonment for a term which
may extend to six months, or with fine which may extend to five lakh rupees
or an amount equal to twice the amount of the damages incurred by the act of
such disclosure, whichever is higher or with both.
(4) Where a direction issued under section 42(2)(c) or section 42(2)(d) of this Act
is not complied with within the period stipulated by the Payments Regulatory
Board, or where no such period is stipulated, within thirty days from the date
of issuance of the direction, the system provider or the system participant or
any person which has failed to comply with the direction shall be punishable
with imprisonment for a term which shall not be less than one month but which
may extend to ten years, or with fine which may extend to one crore rupees or
with both and where the failure to comply with the direction continues, with
further fine which may extend to one lakh rupees for every day, after the first
day during which the contravention continues.
77. (1) Where an electronic funds transfer initiated by a person from an account main‐
tained by him cannot be executed on the ground that the amount of money
standing to the credit of that account is insufficient to honour the transfer in‐
struction or that it exceeds the amount arranged to be paid from that account
by an agreement made with a system provider, such person shall be deemed
to have committed an offence and shall, without prejudice to any other provi‐
sions of this Act, be punished with imprisonment for a term which may extend
to two years, or with fine which may extend to twice the amount of the elec‐
tronic funds transfer, or with both:
Provided that nothing contained in this section shall apply unless‐
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(a) the electronic funds transfer was initiated for payment of any amount of
money to another person for the discharge, in whole or in part, of any
debt or other liability;
(b) the electronic funds transfer was initiated in accordance with the relevant
procedural guidelines issued by the system provider;

45

43

5

(c) the beneficiary makes a demand for the payment of the said amount of
money by giving a notice in writing to the person initiating the electronic
funds transfer within thirty days of the receipt of information by him from
the system provider concerned regarding the dishonour of the electronic
funds transfer; and
(d) the person initiating the electronic funds transfer fails to make the pay‐
ment of the said money to the beneficiary within fifteen days of receipt of
the said notice.

10

15

(2) It shall be presumed, unless the contrary is proved, that the electronic funds
transfer was initiated for the discharge, in whole or in part, of any debt or
other liability.
(3) It shall not be a defence in a prosecution for an offence under sub‐section
(1) that the person, who initiated the electronic funds transfer through an
instruction, authorisation, order or agreement, did not have reason to believe
at the time of such instruction, authorisation, order or agreement that the
credit of his account is insufficient to effect the electronic funds transfer.

20

(4) The court shall, in respect of every proceeding under this section, on produc‐
tion of a communication from the system provider denoting the dishonour
of electronic funds transfer, presume the fact of dishonour of such electronic
funds transfer, unless and until such fact is disproved.

25

(5) The provisions of Chapter XVII of the Negotiable Instruments Act, 1881 (26 of
1881) shall apply to the dishonour of electronic funds transfer to the extent
the circumstances admit.
Explanation‐ For the purposes of this section, “debt or other liability” means a
legally enforceable debt or other liability, as the case may be.
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78. (1) Where a person committing a contravention of any of the provisions of this
Act or any regulation, direction or order made there under is a company, every
person who, at the time of the contravention, was in‐charge of, and was re‐
sponsible to, the company for the conduct of business of the company, as well
as the company, shall be guilty of the contravention and shall be liable to be
proceeded against and punished accordingly:
Provided that nothing contained in this sub‐section shall render any such per‐
son liable to punishment if he proves that the contravention took place without
his knowledge or that he exercised all due diligence to prevent such contraven‐
tion.
(2) Notwithstanding anything contained in sub‐section (1), where a contravention
of any of the provisions of this Act or of any regulation, direction or order made
thereunder has been committed by a company and it is proved that the con‐
travention has taken place with the consent or connivance of, or is attributable
to any neglect on the part of any director, manager, secretary or other officer
of the company, such director, manager, secretary or other officer shall also be
deemed to be guilty of the contravention and shall be liable to be proceeded
against and punished accordingly.
Explanation‐ For the purposes of this section,‐

45

(a) “company” means anybody corporate and includes a firm or other associ‐
ation of individuals; and
(b) “director”, in relation to a firm, means a partner in the firm.
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79. (1) No court shall take cognisance of an offence punishable under this Act except
upon a complaint in writing made by an officer of the Payments Regulatory
Board generally or specially authorised by it in writing in this behalf, and no
court, lower than that of a Metropolitan Magistrate or a Judicial Magistrate of
the first class shall try any such offence:
Provided that the court may take cognisance of an offence punishable under
section 77 upon a complaint in writing made by the person aggrieved by the
dishonour of the electronic funds transfer.
(2) The Payments Regulatory Board may specify the terms of authorisation of the
officer mentioned in sub‐section (1) as are necessary for the efficient discharge
of his functions.
(3) Notwithstanding anything contained in the Code of Criminal Procedure, 1973
(2 of 1974), a Magistrate may dispense with the personal attendance of the
officer of the Payments Regulatory Board filing the complaint, but the Magis‐
trate may, in his discretion, at any stage of the proceedings, direct the personal
attendance of the complainant.
80. A court imposing any fine under this Act may direct that the whole or any part
thereof shall be applied in, or towards payment of, the costs of the proceedings.
81. (1) Notwithstanding anything contained in the Code of Criminal Procedure, 1973,
any offence punishable under this Act for any contravention may, on receipt
of an application from the person committing such contravention either before
or after the institution of any proceeding, be compounded by an officer of the
Payments Regulatory Board duly authorised by it in this behalf.
(2) Where a contravention has been compounded under sub‐section (1) no pro‐
ceeding or further proceeding, as the case may be, shall be initiated or con‐
tinued, as the case may be, against the person committing such contravention
under that section, in respect of the contravention so compounded.
(3) The Payments Regulatory Board shall specify the circumstances and conditions
under which an offence under this Act may be compounded by it.
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CHAPTER 13
REGULATION AND RULES

5 82.

(1) The Payments Regulatory Board may make regulations to carry out the objec‐
tives of this Act by notification, in a manner consistent with this Act.
(2) Without prejudice to the generality of the foregoing provision, such regulations
may provide for all or any of the following matters, namely:‐

10

(a) a person who issues a legal entity identifier or such other unique identifi‐
cation (by whatever name called) under clause 2(1)(r) of section 2;
(b) a unique identity code assigned to a person by an issuer for the purpose of
identifying that person in such derivatives or financial transactions under
clause 2(1)(s) of section 2;
(c) service under sub‐clause 2(1)(aa)(vi) of section 2;

15

(d) publishing of information under clause 2(1)(ag) of section 2;
(e) a person who is engaged in the business of collecting, collating, storing,
maintaining, processing or disseminating electronic records or data relat‐
ing to such derivatives or financial transactions under clause 2(1)(as) of
section 2;

20

(f) frequency, place of meeting, and rules of procedure under sub‐section
7(3) of section 3;
(g) the procedure, manner of conducting of meetings and related matters of
the Payments Regulatory Board under sub‐section (9) of section 7;

25

(h) the period within which minutes and resolution adopted at the meeting of
the Payments Regulatory Board be published under sub‐section 7(14)(e)
of section 3;
(i) salaries and allowances under clause 7(15)(b) of section 3;
(j) engagement of experts and professionals under sub‐section 7(16) of sec‐
tion 3;

30

(k) exempt any person from authorisation under this Act under clause (4) of
section 16;
(l) the criteria for the grant of an authorisation to operate a payment system
under sub‐section 17(1) of section 17;

35

(m) the form and manner in which an application for authorisation for com‐
mencing or carrying on a payment system shall be made and the fees
which shall accompany such application under sub‐section 18(2) of sec‐
tion 18;
(n) the form in which an authorisation to operate a payment system under
this Act shall be issued under sub‐section 20(2) of section 20;

40

(o) revocation of authorisation under sub‐section 21(1) of section 21;
(p) the form and manner in which an application for seeking exemption or an
extension shall be made under section 22;

Power to make
regulations.

46
(q) the form and manner in which the an exemption may be granted under
sub‐section 22(3) and other criteria under sub‐section 22(3)(f) of section
22;
(r) form and manner of bye‐laws governing the operation of the payment
system under sub‐section 25(2) of section 25;

5

(s) the format of payment instructions and other matters relating to determi‐
nation of standards to be complied with by the payment systems under
sub‐section 26(2)(e) of section 26;
(t) the form and manner in which the reports required by the Payments Reg‐
ulatory Board shall be made under section 28;
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(u) the manner in which information and documents shall be submitted to
the Payments Regulatory Board under sub‐section 29(3) of section 29;
(v) the manner in which inspection shall be carried out under sub‐section
30(2) of section 30;
(w) the manner in which the investigation report shall be submitted to the
Payments Regulatory Board under section 37;

15

(x) appointment of observer under sub‐section 38(1) of section 38;
(y) the matters incidental to enable the Payments Regulatory Board to pay
from the amount disgorged under sub‐section 44(3) of section 44;
(z) time for making the representations under sub‐section 47(3) and decision
to issue an order under sub‐section 47(4) of section 47;

20

(aa) documents to be disclosed by the system provider to its system partici‐
pants under section 60;
(ab) the manner in which funds of the consumers be protected by the system
provider under sub‐section 54(1) of section 54;

25

(ac) the matters in relation to accessing, processing, handling, retaining and
transmitting of personal information of consumers and security standards
under section 55;
(ad) the information to be disclosed to a consumer in relation to a payment
service under section 56;

30

(ae) the mechanisms to redress complaints in a prompt and fair manner under
and other incidental matters under section 57;
(af) declaration of fidelity and secrecy under sub‐section 61(2) of section 61;
(ag) manner of application on refusal of access under sub‐section 27(5) of
section 27;

35

(ah) the designation criteria under sub‐section 63(2) of section 63;
(ai) additional requirements on designated payment systems under sub‐section
66(1) of section 66;
(aj) power to appoint observer in public interest under section 67(1);
(ak) basic features of bye‐laws of a designated payment system under sub‐
section 68(2) of section 68;

40

(al) time‐period for considering representations under clause 83(2)(b) of sec‐
tion 83;
(am) the manner and form in which an application be filed to modify, alter
or repeal any regulation and other incidental matters under sub‐section
86(2) of section 86;
(an) form and manner of application under sub‐section 89(2) of section 89;
(ao) reasoned order by an officer under sub‐section 89(4) of section 89;

45
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(ap) designation of trade depository under sub‐section 93(1)(b)(i) of section
93;
(aq) such other matters as are required to be, or may be, specified by regula‐
tions by the Payments Regulatory Board or in respect of which provisions
are to be made or may be made by the regulations.
(3) Any regulation made under this section shall have effect from such date (not
earlier than the date of commencement of this Act) as may be specified in the
regulation.
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(4) Every regulation shall, as soon as may be after it is made by the Payments
Regulatory Board, be forwarded to the Central Government and that Central
Government shall cause a copy of the same to be laid before each House of
Parliament, while it is in session, for a total period of thirty days which may be
comprised in one session or in two or more successive sessions, and if, before
the expiry of the session immediately following the session or the successive
sessions aforesaid, both Houses agree in making any modification in the reg‐
ulation, or both Houses agree that the regulation should not be made, the
regulation shall, thereafter, have effect only in such modified form or be of
no effect, as the case may be; so however, that any such modification or an‐
nulment shall be without prejudice to the validity of anything previously done
under that regulation.
83. (1) Before making any regulation under section 82 of this Act, the Payments Regu‐
latory Board shall approve and publish a draft of such regulation, accompanied
with a statement setting out,‐
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(a) the objectives of such proposed regulation;
(b) the problem that such proposed regulation seeks to address;
(c) how solving this problem is consistent with the objectives of the Payments
Regulatory Board under this Act;
(d) the manner in which such proposed regulation will address this problem;
(e) the manner in which such proposed regulation complies with the provi‐
sion of this Act under which such a regulation is made;
(f) an analysis of costs and an analysis of benefits of such proposed regulation
as far as possible; and
(g) the process by which any person may make a representation in relation to
such a proposed regulation.
(2) The Payments Regulatory Board shall, –
(a) give a time of not less than twenty‐one days to enable any person to make
a representation in relation to such a proposed regulation; and
(b) consider all representations made to it within such time as may be speci‐
fied.
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(3) The Payments Regulatory Board shall publish, –
(a) all the representations received by it under sub‐section (2) of this section;
and
(b) a general account of the response of the Payments Regulatory Board to
the representations.

45

(4) If a regulation made differs substantially from such a proposed regulation, the
Payments Regulatory Board, in addition to the requirements of sub‐section (2)
of this section, shall also publish, –
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(a) the details and reasons for such difference; and
(b) an analysis of costs and an analysis of benefits, of the differing provisions.
(5) The Payments Regulatory Board shall review every regulation made under sec‐
tion 82 of this Act within three years from the date on which such regulation
is notified.
84. (1) The Payments Regulatory Board may dispense with the procedure under sec‐
tion 83 if it is of the opinion that the time required to comply with such proce‐
dure may be detrimental to the objectives of this Act.
(2) If the Payments Regulatory Board makes a regulation under this section, it shall
–
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(a) publish the reasons for its opinion under this section along with the regu‐
lation;
(b) within seven days from the date on which such regulation is notified,
submit a report containing statement under sections 83(1)(a) to 83(1)(e).
(3) A regulation made under this section will cease to have effect after one hun‐
dred and eighty days from the date on which that regulation is notified.
85. (1) The Central Government may make rules for carrying out the provisions of this
Act.
(2) Without prejudice to the generality of the foregoing power, such rules may
provide for all or any of the following matters, namely‐
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(a) the period of financial year under clause 2(1)(m) of section 2;
(b) salaries and allowances under sub‐section (11) of section 3;
(c) form and timing of its budget for the next financial year under sub‐section
11 of section 11;
(d) form of annual financial statements under sub‐section 13(1) of section
13;
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(e) interval of audit under sub‐section 13(2) of section 13;
(f) the form and manner in which an appeal may be filed before the Securities
Appellate Tribunal and the fee which shall accompany such appeal, under
sub‐section 50(2) of section 50;
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(g) the procedure to be followed by the Securities Appellate Tribunal in deal‐
ing with an appeal, under sub‐section 50(6) of section 50;
(h) the form and contents of the annual report under sub‐section 97(3) of
section 97;
(i) any other matter which is to be, or may be, prescribed, or in respect of
which provision is to be made, by rules.
86. (1) A person may file an application to the Payments Regulatory Board to modify,
alter, or repeal any regulation made under this Act.
(2) An application under sub‐section (1) shall be in a form or manner as may be
specified, including ‐
(a) the text of a regulation to be repealed, modified or altered;
(b) the text of a proposed regulation;
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(c) the problem that such proposed regulation seeks to address and the man‐
ner in which such proposed regulation addresses the problem;
(d) how solving this problem is consistent with the objectives of the Payments
Regulatory Board under this Act;
5

(e) the manner in which such proposed regulation complies with the provi‐
sions of this Act and regulations made under this Act;
(f) any other information as may be specified.
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(3) If the Payments Regulatory Board is of the opinion that the application filed
under sub‐section (1) is frivolous or devoid of merit, it shall pass a reasoned
order rejecting the application.
(4) Subject to sub‐section (3), the Payments Regulatory Board shall publish the
application and shall‐
(a) give a time of not less than twenty‐one days to enable any person to make
a representation in relation to such an application;
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(b) consider all representations made to it within such time as may be speci‐
fied.
(5) The Payments Regulatory Board shall, after receiving and considering all rep‐
resentations made under sub‐section (4), evaluate the application in the next
meeting convened under section 7(3) and pass an order rejecting or accepting
the application in whole or part.
(6) Any order passed under sub‐section (3) and (5) shall be published in writing.
(7) Notwithstanding anything contained in section 50 of the Act, no order passed
under this section shall be appealable on merits.
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(8) After accepting the application under sub‐section (5), the Payments Regulatory
Board shall take the necessary action as it may deem fit, in order to give effect
to an order passed under sub‐section (5) of this section.
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PART X

MISCELLANEOUS
87. (1) Without prejudice to the foregoing provisions of this Act, the Payments Regu‐
latory Board shall, in exercise of its powers or the performance of its functions
under this Act, be bound by such directions on questions of policy, as the Cen‐
tral Government may give, in writing to it, from time to time:
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Provided that the Payments Regulatory Board shall, as far as practicable,
be given an opportunity to express its views before any direction is given
under sub‐section (1).
(2) The decision of the Central Government, whether a question is one of policy or
not, shall be final.
88. (1) If at any time the Central Government is of the opinion that ‐
(a) on account of circumstances beyond the control of the Payments Regula‐
tory Board, it is unable to discharge the functions or perform the duties
imposed on it by or under the provisions of this Act; or
(b) the Payments Regulatory Board has persistently defaulted in complying
with any direction issued by the Central Government that the Central
Government is entitled to issue under this Act or in the discharge of the
functions or performance of the duties imposed on it by or under the pro‐
visions of this Act and as a result of such default the financial position
of the Payments Regulatory Board or the administration of the Payments
Regulatory Board has deteriorated; or
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(c) circumstances exist which render it necessary in the public interest so to
do,
the Central Government may, by notification and for reasons to be spec‐
ified therein, supersede the Payments Regulatory Board for such period,
not exceeding six months, as may be specified in the notification:
Provided that before issuing any such notification, the Central Govern‐
ment shall give a reasonable opportunity to the Payments Regulatory
Board to make representations against the proposed supersession and
shall consider the representations, if any, of the Payments Regulatory
Board.
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(2) Upon the publication of a notification under sub‐section (1) superseding the
Board,—
(a) all the members shall, as from the date of supersession, vacate their offices
as such;
(b) all the powers, functions and duties which may, by or under the provisions
of this Act, be exercised or discharged by or on behalf of the Board, shall
until the Board is reconstituted under sub‐section (3), be exercised and
discharged by such person or persons as the Central Government may
direct; and
(c) all property owned or controlled by the Board shall, until the Board is
reconstituted under sub‐section (3), vest in the Central Government.
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(3) On or before the expiration of the period of supersession specified in the notifi‐
cation issued under sub‐section (1), the Central Government shall reconstitute
the Payments Regulatory Board by a fresh appointment and in such case any
person or persons who vacated their offices under clause (2)(a) of sub‐section
(2), shall not be deemed disqualified for appointment:
Provided that the Central Government may, at any time, before the expiration
of the period of supersession, take action under this sub‐section.
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(4) The Central Government shall, as soon as may be, cause a copy of the notifica‐
tion issued under sub‐section (1) and a full report of any action taken by it, to
be laid before each House of Parliament at the earliest.
89. (1) Every system provider shall provide effective mechanism for receipt and re‐
dress of disputes between two or more system participants in respect of any
matter connected with payment system operated by it.
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(2) The Payments Regulatory Board shall specify the essential features of the mech‐
anism to be provided by a system provider under sub‐section (1), including,
(a) the manner in which a dispute may be made and the time‐period within
which the dispute must be filed; and
(b) the process to be followed by a system provider to receive and redress
disputes and the time limits for each step of the process.
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(3) Any one or more of the parties to the dispute under sub‐section (1) may file an
application, in the form and manner as may be specified, before the Payments
Regulatory Board if, ‐
(a) it is not satisfied with the resolution of the dispute by the system provider;
or
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(b) the system provider has failed to resolve the dispute within time‐period
specified under sub‐section (2)(b).
(4) Where any dispute in respect of any matter connected with the operation of the
payment system arises between any system participant and the system provider
of the payment system or between two system providers of two different pay‐
ment systems, any one of the parties to the dispute may file an application to
the Payments Regulatory Board.
(5) An application under sub‐section (3) and (4) shall be in such form and manner
as may be specified.
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(6) The dispute referred to the Payments Regulatory Board under sub‐section (1)
and (4) shall be disposed through a reasoned order by an officer of the Pay‐
ments Regulatory Board as may be specified.
(7) Notwithstanding anything contained in sub‐section (6), where a dispute arises
between the Reserve Bank, and another system provider of payment system
or system participant, the dispute shall be disposed, by a reasoned order in
writing, by the Central Government.
(8) Every order under sub‐section (6) or sub‐section (6) shall be passed, after
giving parties to the dispute, an opportunity of being heard.
90. The provisions of this Act shall have effect notwithstanding anything inconsistent
therewith contained in any other law for the time being in force.
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91. (1) The penalty imposed on the defaulter by the Payments Regulatory Board un‐
der section 42(2)(d) may be recovered by issuing a notice to any person from
whom any amount is due to the defaulter, by requiring such person to deduct
from the amount payable by him to the defaulter, the amount payable to the
Payments Regulatory Board by way of penalty and pay to the Payments Regu‐
latory Board.
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(2) Save as otherwise provided in this section, every person to whom a notice is
issued under this sub‐section shall be bound to comply with such notice, and,
in particular, where such notice is issued to a post office, bank or an insurer,
it shall not be necessary for any passbook, deposit receipt, policy or any other
document to be produced for the purpose of any entry, endorsement or the like
being made before payment is made notwithstanding that any rule, practice or
requirement to the contrary.
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(3) Any claim with respect to any property in relation to which a notice under this
Section has been issued arising after the date of the notice shall be void as
against any demand contained in the notice.
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(4) Where a person to whom the notice under this sub‐section is sent objects to
it by a statement on oath that the sum demanded or any part thereof is not
due to the defaulter or that he does not hold any money for or on account of
the defaulter, then, nothing contained in this sub‐section shall be deemed to
require such person to pay any such sum or part thereof, as the case may be,
but if it is discovered that such statement was false in any material particular,
such person shall be personally liable to the Payments Regulatory Board to the
extent of his own liability to the defaulter on the date of the notice, or to the
extent of the penalty imposed on the defaulter by the Payments Regulatory
Board, whichever is less.
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(5) The Payments Regulatory Board may at any time or from time to time, amend
or revoke any notice issued under this section or extend the time for making
the payment in pursuance of such notice.
(6) The Payments Regulatory Board shall grant a receipt for any amount paid to it
in compliance with a notice, issued under this section and the person so paying
shall be fully discharged from his liability to the defaulter to the extent of the
amount so paid.
(7) Any person discharging any liability to the defaulter after the receipt of a notice
under this section shall be personally liable to the Payments Regulatory Board
to the extent of his own liability to the defaulter so discharged or to the extent
of the penalty imposed on the defaulter by the Payments Regulatory Board,
whichever is less.
(8) If the person to whom the notice under this section is sent fails to make pay‐
ment in pursuance thereof to the Payments Regulatory Board, he shall be
deemed to be the defaulter in respect of the amount specified in the notice
and further proceedings may be taken against him for the realisation of the
amount as if it were an arrear due from him in the manner provided in this
section.
Explanation‐ For the purposes of this section, “defaulter” means any person
or system provider or system participant on whom the Payments Regulatory
Board has imposed a penalty under section 42(2)(d).
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92. Nothing contained in this Act shall apply to any of the securities traded on stock
exchanges or other exchanges, authorised by or under any law for the time being
in force, except in so far as they relate to settlement of payment instructions.
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93. (1) The provisions of this Act shall apply to, or in relation to, a designated trade
repository or issuer, as they apply to, or in relation to, payment systems to the
extent applicable, subject to the modification that, throughout this Act, unless
the context otherwise requires,‐
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(a) references to a “payment system” or “system provider” shall be construed
as references to a “designated trade repository” or “issuer”, as the case
may be;

10

(b) references to “commencement of this Act” shall be construed with refer‐
ence to–
(i) a designated trade repository, as references to the date on which a
trade repository is specified by the Payments Regulatory Board as a
designated trade repository; and
(ii) an issuer, as references to commencement of the Payment and Set‐
tlement Systems (Amendment) Act, 2015 (18 of 2015).
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(2) The Payments Regulatory Board may, on an application by a designated trade
repository or otherwise, permit or direct the designated trade repository to
provide such other services as are deemed necessary from time to time.
Explanation– For the purposes of this section, the expression “designated trade
repository” shall mean a trade repository or a class of trade repositories, as
may be specified by the Payments Regulatory Board from time to time.
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94. Every member of the Payments Regulatory Board who is entrusted with any power
under this Act, shall be deemed to be a public servant within the meaning of
section 21 of the Indian Penal Code, 1860 (45 of 1860).
95. No suit or other legal proceedings shall lie against the Central Government, the
Payments Regulatory Board, or any officer thereof for any damage caused or likely
to be caused by anything which is in good faith done or intended to be done in
pursuance of this Act, any regulations, order or direction made or given thereun‐
der.
96. (1) If any difficulty arises in giving effect to the provisions of this Act, the Cen‐
tral Government may, by order published in the Official Gazette, make such
provisions not inconsistent with the provisions of this Act as appear to it to be
necessary or expedient for removing the difficulty:
Provided that no order shall be made under this section after expiry of a period
of two years from the commencement of this Act.
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(2) Every order made under this section shall be laid as soon as may be after it is
made, before each House of Parliament.
97.

The Payments Regulatory Board shall publish an annual report within
ninety days of the expiry of the financial year to which the report relates.
The annual report of the Payments Regulatory Board shall, ‐
(a) contain its audited financial statements;
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(b) contain an analysis of the effectiveness of the regulations made by the
Payments Regulatory Board;
(c) set out an analysis of the performance of the Payments Regulatory Board
in pursuance of its objectives mentioned in sub‐section 8(2) of section 8;
(d) contains an analysis of the total number of authorisations granted and ap‐
plications rejected, investigations conducted, enforcement actions taken
and complaints handled under section 20, section 33, section 42 and sec‐
tion 57 of this Act respectively;
(e) contain summary of its plans and anticipated activities for the next year
in pursuance of its objectives mentioned in sub‐section 8(2) of section 8;
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(f) contain an analysis of how the Payments Regulatory Board has compiled
with process of making regulations under section 83;
(g) contain such other matters, as may be prescribed by the Central Govern‐
ment, to give a complete disclosure and analysis of the performance of
functions by Payments Regulatory Board under this Act.
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(3) The form and contents of the annual report shall be such as may be prescribed
by the rules made by the Central Government.
98. (1) All payment systems authorised under the Payment and Settlement Systems
Act, 2007 (51 of 2007) shall be deemed to be authorised payment systems
under this Act.
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(2) The Payments Regulatory Board may provide such authorised payment system,
adequate time to comply with the provisions and regulations made under this
Act.
(3) The bye‐laws or any like instrument made by an authorised payment system
under the Payment and Settlement Systems Act, 2007 (51 of 2007) shall con‐
tinue to be applicable for a period of one year from the date on which that Act
is repealed, or till such time as notified by the Payments Regulatory Board, as
if the Payment and Settlement Systems Act, 2007 (51 of 2007) has not been
repealed, whichever is earlier.
(4) All rules, directions, guidelines, instruction, circulars, or any like instruments,
made by the Reserve Bank applicable to such payment system under the Pay‐
ment and Settlement Systems Act, 2007 (51 of 2007) shall continue to remain
in force for a period of one year from the date on which that Act is repealed,
or till such time as notified by the Payments Regulatory Board, whichever is
earlier, as if the Payment and Settlement Systems Act, 2007 (51 of 2007) had 35
not been repealed.
99. (1) The Payment and Settlement Systems Act, 2007 (51 of 2007) is hereby re‐
pealed.
(2) Anything done or any action taken or purported to have been done or taken
including any rule, regulation, standard, guideline, notification, inspection, or‐
der, penalty, proceeding or notice made, initiated or issued or any confirmation
or declaration made or any licence, permission, authorisation or exemption
granted, modified or revoked, or any document or instrument executed, or
any direction given under the Payment and Settlement Systems Act, 2007 (51
of 2007) shall be deemed to have been done or taken under the corresponding
provision of this Act unless amended, resigned, revoked or modified under this
Act.
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Part XI: 13. REGULATION AND RULES
PART XI

AMENDMENT
100. In Reserve Bank of India Act, 1934 (2 of 1934), clause (p) and (pp) of sub‐section
(2) of the section 58 shall be omitted.
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PART XII

SCHEDULE
Schedule 1
The following payment transactions and services shall not constitute a payment
system requiring authorisation for the purposes of this Act and are excluded pay‐
ment systems:
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(1) Payment transactions through a commercial agent on behalf of the payer or the
payee. The exclusion applies when agents act only on behalf of the payer or
only on behalf of the payee, regardless of whether or not they are in possession
of client funds. Where agents act on behalf of both the payer and the payee 10
(such as e‐commerce platform), they are excluded only if they do not, at any time
enter into possession or control of consumer funds.
(2) Payment transactions by a provider of electronic communications networks
or services provided in addition to electronic communications services for a
subscriber to the network or service performed using an electronic device and
charged to a prepaid account balance or post‐paid bill payment facility for
purchase of digital content, voice‐based services, tickets or for making other
low value purchase of goods or services. The low value threshold shall be
Rs. 2000 for a single transaction subject to being revised by the Payments
Regulatory Board from time to time.
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(3) Any service provided by any technical service provider, which supports the
provision of payment services, where the provider does not at any time enter
into possession of the money to be transferred, including ‐
(a) the processing and storage of data;
(b) trust and privacy protection services;
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(c) data and entity authentication;
(d) information technology;
(e) communication network provision; and
(f) the provision and maintenance of terminals and devices used for payment
services.
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(4) Prepaid payment instruments issued by a person for facilitating the purchase of
goods and services from that person only without permitting cash withdrawal.
(5) Payment transactions carried out between system providers, or their agents or
branches, for their own account.
(6) Payment transactions between holding, subsidiary or associate companies or
between subsidiaries and or associate companies of the same holding com‐
pany as defined in section 2 of the Companies Act, 2013, where there is no
intermediary intervention by any system provider unless the system provider
is one of the companies mentioned herein.
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(7) Any other payment system as may be specified in interests of efficient operation
of payment systems, the size of any payment system, efficient use of payment
service or for any other reason.
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Schedule 2: Financial Sector Regulator
For the purposes of this Act, the financial sector regulator shall be, ‐
(1) The Insolvency and Bankruptcy Board of India, as established under sub‐section
(1) of section 3 of the Insolvency and Bankruptcy Code, 2016 (31 of 2016);
5

10

(2) The Insurance Regulatory and Development Authority of India, as established
under sub‐section (1) of section 3 of the Insurance Regulatory and Develop‐
ment Authority Act,1999 (41 of 1999);
(3) The Pension Fund Regulatory and Development Authority, as established under
sub‐section (1) of section (3) of the Pension Fund Regulatory and Development
Authority Act, 2013 (23 of 2013);
(4) The Reserve Bank of India, as constituted under sub‐section (1) of section 3 of
the Reserve Bank of India Act, 1934 (2 of 1934);
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(5) The Securities and Exchange Board of India, as established under sub‐section
(1) of section 3 of the Securities and Exchange Board of India Act, 1992 (15 of
1992); and
(6) Any other financial sector regulator as may be notified by the Central Govern‐
ment.

