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	Minutes of the board mEETINg of PAYMENTS COUNCIL held on 30 March 2007



<do not delete this section break line – this text does not print>

	Present:
	Brian Pomeroy
Chairman

Professor Martin Cave
Independent Director
Stephen Locke
Independent Director

Industry Directors (Nominated by Members with over 5% of UK Clearing Volumes)

Paul  Baker
Lloyds TSB Bank plc
Mark Fisher
The Royal Bank of Scotland plc
Geeta Gopalan
Bank of Scotland
Colin Klipin
Barclays Bank PLC
Jim Large
HSBC Bank plc

Industry Directors (Nominated by Members with over 1% but less than 5% of UK Clearings Volumes)

John Hughes
Co-operative Bank p.l.c
Gerry Lane
Alliance & Leicester plc
Juan Olaizola
Abbey

Industry Directors (Nominated by Members with less than1% of UK Clearings Volumes)

Ron Delnevo
Bank Machine Ltd
Tony McLaughlin
Citigroup

	In Attendance:
	Paul Smee
Chief Executive
John Burns
Company Secretary
Hilary Plattern
APACS Director of Strategy
Peter Finlayson
APACS Director of Policy
Andrew Bailey
Bank of England (Observer)

	Apologies:
	Moira Black
Independent Director
Michael Alexander
Independent Director
Gary Hockey-Morley
The Royal Mail Group (Industry Director nominated 
by Members with less that 1% of UK Payment 
Volumes)
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	welcome and introduction by the chairman

The Chairman welcomed Directors to the first full Board meeting of Payments Council Limited. He advised that his aim was that meetings of the Board should focus on material issues rather than formalities, although there were a number of decisions made during the formation of the company that required to be formally signed off by the full Board.
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	for decision

(a) Ratification of all Board actions to date
The Chairman referred Directors to the paper from Osborne Clarke, that had been tabled summarising the corporate actions and formalities that had been undertaken prior to this meeting (PC/010/07 attached).
He commented that, rather than requiring ratification by the Board, the bulk of the actions were for information and noting.  However, he highlighted two items from the paper that were not yet complete, and where full Board consideration would be required:

· The draft Instrument of Delegation to the Chief Executive; and

· The draft Services Agreement between the Payments Council and APACS (Administration) Limited, which was still being negotiated and would be presented for agreement at a later Board meeting.

The Board NOTED the contents of paper PC/010/007.
	

	
	(b) Adoption of Board policies

The Chairman advised that, with the exception of the Competition Policy, and the Confidentiality Policy, no comments or questions had been received.

The comments from Michael Alexander on the Competition Policy had been referred back to the external lawyers, and an amended version of the policy would be presented to Board at a subsequent meeting for approval and adoption.

On the confidentiality policy, Andrew Bailey for the Bank of England referred to its position as a public authority under the Freedom of Information Act 2000, and commented that under the Act the Bank of England could be compelled to disclose information that other Members may wish to keep confidential for commercial or security reasons.

Stephen Locke suggested that, as this was a new Board of a new body, it might be best to live with the policy for a while and then revisit it, in light of the Board’s experience of the issues and arise.  This was AGREED.

With regard to the Conflicts of Interest Policy, directors asked about the level of materiality required before, for example, a small shareholding in a bank should be declared.  The Chairman commented that it was important to remember that perception was important here, and that if there was a contentious decision to be made, even a small shareholding in the institution concerned could, if undeclared, be embarrassing, so that it was better to err on the side of caution.

It was AGREED that the Company Secretary should issue Directors with Declarations of Interest forms.

The Company Secretary commented that the Companies Act 2006 provisions on conflicts of interest for Directors are not due to come into effect until October 2008, and therefore the government guidance had not yet been issued, but that the policy might need to be revisited in light of that guidance.
	Company Secretary
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	for discussion

(a) Development of a National Payments Plan

A paper on developing a National Payments Plan (PC/002/07) had been circulated in advance of the meeting.  Peter Finlayson gave a brief introduction to the paper, stressing that its primary purpose was to act as a catalyst for discussion.  

There then followed a vigorous and wide-ranging discussion.  Key points are summarised below under three headings: scope, content and process.

Scope

The following points were made on the scope of the Plan:

· The coverage of the plan needs to be clearly defined.  It should state, with supporting arguments, which areas are regarded as co-operative and which as competitive.  

· The Plan should have a strong customer focus, concentrating on issues that are of interest to external stakeholders.  Less emphasis should be given to the enabling activity needed at industry level to underpin and support the Plan.  

· The Plan needs to be grounded on a solid base of research and quantitative analysis.  This is particularly important in respect of user requirements, which are often difficult to tease out, particularly in relation to prospective new innovations.  It should be possible to build on some of the existing research conducted by APACS and the joint research commissioned by APACS and the OFT for the Payment Systems Task Force, provided it can be independently “validated”.  In other areas the Payment Council will need to commission its own research.  This should be undertaken in parallel with the work to develop the National Payments Plan.  

· The Plan should be ambitious.  It is more important to address a few big issues than many small ones.  The emphasis should be on concrete deliverables, rather than softer aspirational goals.  

· Transparency and user choice should be central features of the Plan.  

· The Plan should include a matrix showing the types and volume of payments that different categories of user (e.g. personal consumers, SMEs, corporates and Government) make between each other.  

· A ten years timeframe may be too long, given the inherent regulatory, technological and market uncertainties that will colour the Plan.  The main emphasis should be on developments and deliverables in the next few years.  

· Full account should be taken of developments outside the UK, particularly in Europe.  

· The Plan should distinguish clearly between different aspects of the payment value chain.  There is likely to be more differentiation at the customer-facing front-end than in the central payment processes.  

Content

The following points were made on the Plan’s content:

· Fraud and integrity should be included as central themes.  The Plan will need to review whether there is scope for even more co-operation at industry level than already occurs.  

· Contactless cards are likely to have a major impact on the retail payment market over the next few years.  The Plan will need to review the implications of this and recommend what, if any, additional action is required.  

· There is a risk that the Plan may concentrate too much on the retail payments market.  It is important that due weight is given to developments affecting wholesale payments.  

· The new faster payments service being launched in November will be a major enhancement to the UK’s payments infrastructure.  The Plan should review how best to capitalise on this development.  

· There are very substantial economic benefits from moving away from cheques and cash to more cost-effective payment methods.  The Plan needs to examine how best this can be facilitated.  Among other steps, this should include a review of where and how cheques and cash are currently used, the requirements, expectations and knowledge of different categories of user and a review of whether potential alternatives to cash and cheques need to be developed or enhanced.  

· The Plan should take full account of the impact of the Internet and mobile communications.  In the case of mobile payments, separately from the National Payments Plan, there is an urgent need to review whether there is a need to create a UK Mobile Payments Scheme, using the expanded representation of the Payments Council to bring together the financial institutions, telcos and other interested stakeholders.  

Process

A number of points were made about the process for developing the Plan.

· The timetable set out in the Section 3 of the paper on developing a National Payments Plan is broadly right.  There is some risk that the 12 week period for public consultation may lead to “ossification” in the planning process.  However, as 12 weeks is recommended in Cabinet Office guidelines, and as some consultees will need time to reply, this is a necessity.  

· It will be particularly important for the Payments Council to provide guidance in the early stages of developing the Plan, when the potential to add value is greatest.  With this in mind, there is a strong case for the Payments Council Board meeting in six to seven weeks time to review an outline structure for the Plan and possible alternative scenarios.  These scenarios should include a pro-active scenario, in which there is a concerted drive to move the UK towards more efficient payment methods and an evolutionary scenario, based more on facilitating change than driving it.  

· The Member Strategy Group can play a useful role in helping to prepare the draft scenarios.

· There is a need to consider how the Payments Council can best support and direct further work on the National Payments Plan.  It may be helpful to set up separate work streams on the key issues in the Plan  It will be important to build in appropriate mechanisms for challenging received wisdom, to minimise the danger of “group-think”.  

Next Steps

The following actions were agreed:

1. Arrange an additional Payments Council Board meeting in six to seven weeks time.  (This was subsequently fixed for Monday 14 May at 2:00 pm)  

2. In advance of this meeting, prepare and circulate:

(i) the headings of a draft outline National Payments Plan;

(ii) scenarios showing an aggressive and an evolutionary approach to change in the structure of UK payments.  

3. In liaison with Tony McLaughlin, arrange an early meeting to explore the potential to create a UK Mobile Payments Scheme. 


	Company Secretary

Peter Finlayson

Hilary Plattern

	
	(b) The Transparency Commitment

The Chief Executive introduced his paper (PC/003/07), advising that the proposal was to have 3 user forums, one for large businesses, utilities and government bodies, one for consumers  and one for small and medium enterprises, which the Payments Council would formally consult before making any important decision.  He stressed that it was important that such consultations included an indication of the Board’s preliminary thinking, so that they would be more in the nature of “White Papers” rather than “Green Papers”.

Mark Fisher asked whether the establishment of these forums would have any budget implications.  The Chief Executive advised that the resourcing of the forums was expected to fall within the budget already allocated.

The Board AGREED to the creation of the user forums, and the general approach to public consultation set out in the paper.


	

	
	(c) Operation of the Board

The Chief Executive introduced his paper (PC/004/07), reiterating that he was proposing that the Board agenda should focus on strategic issues, initially the National Payments Plan, as discussed under agenda item 2(a), and on the consideration of reports both from payment schemes with whom the Payments Council has formal agreements and from other Organisations, such as Visa and MasterCard, and other expert Groups within the APACS and the Payments Council.

The Board AGREED the recommendations in the paper.

In respect of the question of the confidentiality of Board discussions, it was AGREED that the Board would decide on a case-by- case basis the point at which its discussion should be considered confidential and thus not for publication beyond the Board itself.

It was AGREED that the proposed instrument of delegation from the Board to the Chief Executive should be withdrawn and redrafted in the form of a job description, to include the delegated spending authorities to be given to the Chief Executive.


	Chief Executive

	
	(d) Waivers Policy

The Chief Executive introduced his paper (PC/005/07), commenting that it had been felt necessary from a competition law view to include a waivers process, although the thorough consultation process which will be undertaken before any decision is reached should mean that applications for waivers will be very rare.

Stephen Locke commented that as waiver applications and decisions are made a body of “case law” will build up, and it will be important to keep the policy up to date in light of this.

The recommendations in paper PC/005/07 were AGREED and the policy was adopted.
	

	
	(e) OFT Commitments and Work Programme

The Chief Executive gave an oral report the progress that had been made on the commitments that had been made to the OFT on the demise of the Payments System Task Force.

He commented that the largest commitment was the delivery of the Faster Payments System by November 2007.  April is a critical month in the Faster Payments programme, as it will see both acceptance testing within APACS and member connection testing.

The Chief Executive has been having 2 monthly meetings with Faster Payments members and is seeing increasing confidence that delivery will be successful in the timescale.  The current project status is shown as “Amber”, but Members believe that the project is on schedule to deliver.

Peter Finlayson commented on the proposal arising from the Payments System Task Force to consider the standardisation of account number forms across the banking system and advised that, following consultation it had been accepted by the OFT that given the current environment it would not be cost effective to mandate the industry to do this, but that there was a commitment to review the situation before the 2 year review by the OFT of progress made by the Payments Council.  He suggested that it could be a matter for consideration in the National Payments Plan.  A number of Industry Directors were concerned that this was not seen as a commitment to actively consider the issue, unless there had been some significant change in the environment which would enable or facilitate the massive system changes within banks’ accounting systems that would be required.

The Chief Executive advised that it was intended to invite Link to attend the September meeting of the Board to update on their progress on both issues identified by the OFT.

The Cheque and Credit Clearing Company’s work arising out of the Cheques Working Group, particularly the work on unpaid cheques and the T+2/4/6 proposals was at “Green”, both in terms of the UK mainland and Northern Ireland.

Mark Fisher asked about the inclusion of this work in the Banking Code Review.  The Chief Executive advised suitable recommendations had been made in the APACS submission.


	

	
	(f) Payments Council’s Work Programme 2007

Hilary Plattern introduced her paper (PC/006/07).

Stephen Locke asked how the Work Programme would deal with issues arising which were not currently “on the radar” and how the Board would engage, given the relative infrequency of Board meetings.

The Chief Executive commented that the Board should keep focus on the main strategic issues, and deal with any other issue by correspondence outside the scheduled meeting, unless the issue was significant enough to warrant the holding of an additional meeting, either face to face or by conference call.

Mark Fisher asked whether Board would appreciate holding another meeting in 6/7 weeks to review progress.  The Chairman commented that he welcomed the intervention, as he felt it important that the Board were properly engaged with the process.

It was AGREED that a Board meeting should be arranged in 6/7 weeks time to review progress.
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	any other business

The Chief Executive advised that a major incident had occurred in BACS, resulting in some 400,000+ payments being made one business day late, which meant that a significant number of customers due to receive salary payments on 30 March would not now receive them until the next business day, i.e. Monday 2 April.  The Industry Directors pointed out that there had not been a failure of this type for 10 years, and that the day in question was traditionally the peak transaction volume day of the year.

The Chief Executive advised that, under the terms of the Generic Contract, BACS Payment Schemes Limited were required to provide a written report on the incident to the Board within 7 days, and that this would be circulated as soon as it was received.

Andrew Bailey advised that the Bank of England would be issuing a consultation on the future of the RTGS (“Real Time Gross Settlement”) Infrastructure, in light of the expected migration of traffic from CHAPS as an RTGS system to Faster Payments.

There being no further business, the meeting closed at 12:55 p.m.
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