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Executi ve Summar

UK Finance and its members are dedicated to main
gl obal financi al centre. We collectively aim to
ecosystem to drive growt h, i nnovation, ywnd compe
and inclusivity.

We endorse the governmentés focus on stability,
regulation to fosterWinkhesheamedK gpperbmenti absmin
f astgeotwi ng economy in the G7, collaboration acr
UK Finance bel idewede ggnteldati raameeaviolr k for money and |
fundamental to the government's ambitions and wi
payment innovation.

The financial services sector is recognised as &
i ndustri aMewsatttoatseugpyp.ort t he government in making
public invhasilbmertsng a favourable environment fc
underpinned by sound commercial principles, whic
overl ooked

The National Payment sanwsseptair@&marbIti magt @@y meant s |
facilitate economimusdgr bwtalmadn®&ldipd a tigps Blaopest yods

Treasur yywhdbWTi)mgshared initiativegamang@rgowaandn men
st akeh;olwietrrs tpheovaidinngf cl ear objectives and outc

uppdretr Mt gmewt h and investment, it is imperat
|l atory environment. Currently, firms face in
0 90% of payment Tfhier me'gudladamgey bledadtre.ment s
alue of delivering initiatives are not al ways ¢
nd cost ,mf pdeltiivaurdywr when it comes t.o Tshigsni fi c:
ampéhe ti mel-gf fanadt icwes te x eacnwgteiso m eacfe stshaer ycht o del i
ut cofnrers st omer s andVeb wmdivibecsasees .f or -o¢li earteerd, out c
egul ations that encourage innovative industry s

The Bank of( 6Ermel dBresdods®s)si on paper provides a foca

arourmmdke future of payment infrastructure. Aligni
ti
r

OO <C

public pol iwiyt hobtjheec toibvjeesct i ves of the authori
Fi nan@oinadlliAget ho(rEQMA3y me Byt st eRmgul @PBR)s vital for
a unified vision for innovation in money and pay
hi nder our success.

e
e

We wel coBrenk heef 0Bregldagnodhhef need for cl ear and rer

byw he UK authorities for retail payment systems.
1 One regulatory voice, |l ed by the Bank -of Engl
maki ng oUWKifndtruarsg ructur e.
1 A great ermakeaamigsiroon e for the industry in the
future infrastructure.
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9T Excellent delivery capabilities, that can ex:¢

needed for the UK and provide confidence to t
We supp8eathktbethree principles for tihnannovati on ir
emphsesit he i mportance of maintai njisnugppnoantetnagry an

i nnovation apnadndc opmpoetteicttiionng WheepoaoblLUiragenaecebkl a

approach to further odxlpl ofroirnmgs tohfe UaKn. tWeeotwaiinlg di gi
believe a whole ecosystem approac,yantdotthiesk mpmadtf
and role of new players | ike Bihf shenelwomé&«eds to b
The Bank has correctly identified in its outcome
ecosystem that is resilient and has sustainabl e
must satisfy true customer needs mphlhavedpdbdyitive
sustainable economic models and appPpmlbogpméiang prot
i nnovation in money and pfaoycnuesretds wayl | b ebiemge fa ut ctohn
industry and broaden access for all of iirmpsr.ovHonrg e
access to central bam&nk nif matsitr wtcitame forexeompl a
to promote gl obal compet iAtsi vteencehsnso |iofg yd eeweoll ovpeesd, f
operate across ,wdhlitcihp lmea samlsa tnfgorimsg erconnecti vity
interopbobabitdomgstically and internationally is
The Bank ri gihndogvadtdeeoms ifafesmoney as an i mportant
workK Finance and oiotkks f me wlae ds tvaa | cucarbtl ien weinrmgoga goeurre n t
the BankRegmultahed Li abl Npirtoyj eemte trindoleek of t okeni sed
deposthe foture money and pakeenssededeapypsteml wil
rol achnlitatingditdiet alramsdtti ohhenjoswdi Fenmachahian
alignment with the Bankds amMei il cos | bok d$iomgvlae mle
working further wiemerghaegBéokimsmlowd inmegy esw tadrl ee c o
alignment within the retgulwtlooadkheer gmeweh omppohEt
We have called out areas wher e swec atnh iwwokr kt hteo gientdhu

more closely to define the riskasnhdanfd rampsp ocorft umointei

Thelfl behefli gstcaln monegy be real i sebdorwdietrh scal e a
appliclantit emespbrabiklitommydards, is key to support il
jeopardising effectilvheir® dquainaddrydimaantaggde mempgr oac h
regultad oorskbavel aregul atboy exa&amphRgnéanebdr ecommen

thaut hocoltli @orate and partner with | eading juri
securities sandbox connects to equivalent pil ot s
Payments I nfrastructure Coordination Group
TodayYKpsayment saymatemsit for purpose tnoakennagbloen st r
the future of our UK r eatnddialc kpgvhmestbsyi chpadbitucit
effedel veefertyhe changes needed. Recent delivery e
Archlt(eN:FHluhrl,eI eod ompting the need for a new delive
suppor ongoing enhancements (through Project CI
effectivmodiEbr vRay. UlKedmrstlmamtgegi ¢ i ntviemsd nreett asi i
infrastructure. We operate in a dynamic environn
drive innovation, which we believe canlbeia&shi ev
and inldeasdtgyvernance. Our recommenbebokbng eemptas
of industry and do not seek to revert to past mc
need regulatory support for its reform

To deliver the paymemtts Nmoadmapn Staryanaenglys a Vi swon

for dekepwvepygsewthe formation of a joint Payments
comprising industry and author-inakiesg aod emismir @i $
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complexity amhedypbbhupatkena steer from governmer
regul at ors Dhiuttu sitmpnmoarktea nsttiryat egi ¢ deci sions about

infrastructure and enable a greater role for ind
Wheboth the wholesale and retail systems have un
i nvestment is required to dri vhe cilnenaorv,atpiramnoriin insc

stabl egemul tcihange agenda i s esslantsi glr ofugpr sefofud at
priothei deliinvietriyatoifves i ntersectomgexemslt éTn gnei nf
Gross Se{RTEegBpater PaymenpsestebhtiN&)eapdoheasst e

RLNDi gi talandogmnd al ident)tyaasn dedikls dd é echaat b |oens

the ecosyst emfioft eicthrsowaatdo rosr,@rc |l agiesng rBvaindkd sng() t o
fl ouWenseheadn i ncr ement al delivery roadmap that use
real i si ngc emtnrsiuanebbenef i t s, rather than a monol it
We believe the Payments | nfaoaasteatcdhhlriesCotora i mead
authority and accountability across the industry

approach tamddeleiaWNatjyeonhle Payments Vision.

National Payments Vision and Strategy Forum(s) (led by HMT)

5 Government and National Payments Forum
g Regulatory
= Strat egy to coordinate government and regulatory interests and requirements and engage industry and stakeholders*.
P
2
(—g * See Appendix 3 for details we submitted to HMT
g
4
Payments Infrastructure Coordination Group (led by the BoE)
Infrastructure to create a coordinated approach to investment and changes needed to the UK& payment infrastructure. The initial
coordination focus should be on the overlap between existing infrastructure e.g. RTGS, the future of Faster Payments, Bacs, ICS
and Link, and future initiatives e.g. the future work on the Regulated Liability Network (RLN) and Digital Pound, as
well as consider what is needed to enable the ecosystem of innovators, Fintechs and overlay services (e.g. digital
= identity and verification and Open Banking) to flourish.
@
&
%2}
% Further consideration is needed across all industry delivery models to
= consider whether more alignment and consolidation can be achieved
Delivery | .
* See Appendix 5 * See Appendix 4
Innovation Innovation across an ecosystem of innovators, fintechs and overlay services (e.g. digital identity

and verification and Open Banking)
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|l ntroducti on

The BoafnkEn¢glt AedBankhf a uni que ipromnsdwvatoinon oi ns unpgnoe
paymenosachieve customer out dMemescamgdilzesitmads t
t he Bank ext emdsyul,eaytwhidodlien ptisrusp poourrt f or t he Bank
l eadership role on the fWeuwel obmeonleyg dAlaal&krpagimk
and renewed | eader shifporbyr etthaei |U Kp.a&euatehaot rai stkisensg ms o
one regulatory voice, |l ed by t he-mBa&nlkg tomatf ucdamr
infrastructure.

Al i gned with the call to action fwemréd&«idnegwf 8ai l
authorotéeabhdushleaygoeater rolethea dhaenged i veed
in our paymentAs idifgiatsalr utcea awwlrreol ogi es continue t
beneifnpgart nevi &thiep Bank awmtdh ottthtedrelsi ver signi fican

The Bhaansk mul ti plwi ol lesl avhli-cdmeg/inetwaloem how i nfrast
for money and payments sho.wlThea=xe erl mlped ni ntdleu dAJK:

T stimuianoumwghiiloem s afaegaianrsdti nfgi nanci al instabil

1T recognising what count si salsc nradssed vfessr ms of col
gilts/ ttoeheurgesernment bonds and ot her corp«

1 det er mwhniicnhg syst ems fquwalnicfiyalasnan(lEdiapidnfrastrru
requi r enheonvt si tf oirs governed, capitalised and m

T regulating | ar gei npcalyumeeimntgp sweérresnesver seeing who

1 relationships with other central Dbanks that \
interface with other national systems

1T oper attohRTGSIKY sttelme only sterling settlement me

Innovation in payment services is best undertaken by risk-taking private sector
organisations, including commercial banks and payments service providers (PSPs) in a
competitive market, of which the history of the sector over the last 25 years shows.
Authorities should provide the regulatory and legal frameworks needed to support the market
to provide solutions, not look to develop propositions directly!. The public sector has a role to
play in promoting standards upon which innovations can thrive; addressing infrastructure
inefficiencies; and improving operating platforms through data and process standardisation.?

At the same time, we recognise that confidence and trust are at the heart of money and
payments. That confidence and trust are gained by operating payment systems and related

1 A good example of the dangers of regulators designing propositions can be found in CBPII (card

based payment instrument issuer) which was implemented into PSD2. This incurred great cost for

firms and only two firms use the API that has been built.

Recent initiatives such as the Omnibus Account s, Fna
good examples of collaboration.

7



UK Finamespsoen t o Bank of England discussion paper: ir

infrastructures with the highest-level of security and resilience.® The Bank can take on a
range of activities to stimulate innovation while safeguarding against financial instability, as
identified by the Bank for International Settlements (BIS) and Committee on Payments and
Market Infrastructure (CPMI).# These include public-private cooperation; convening
stakeholders to coordinate collaboration and avoid fragmentation; and conducting
supervision and regulation with other relevant authorities domestically and internationally.

I n designing the framework forgoverymamtd ®dARAY MEeme
Bank must have a focus on cu®Meomercomgee e ftihres tc oa
around the reduction in cash usage and ensuring
that are suitable for their everydaandise. Consi 0
businesses makpeamantier egebde and services is i mpc
number of ot her outcomes that,itnkilaudneagdd hteo riee iH
the underlying payment systems; confidence and t
secure; and ensuring accessibility for those whoc
The movement of money i s i ngoevgeran meBnatn kahnetue t o a b my
be focused on ibfuosri nceaspsi thneelednsar ket s t o be able to
effectively; for gl obal businesses tethttdabbke t o
benefipayfmebnbiost h onl i ne amibdai nas¢eocempethaveel y p
| ofwr i cti on aut hyesnta medatt li @ ngWeaoaskhmpud dl cadéswommgds t he
UK's ' Smart Data Economy', which i ncflluodness hsaf ely
ot her pool s ofsuecchmmesmigagesat al ©ans, pensions).

Industpry g ity arkRamskwheagendcae for innovation in

payments pl awpns:ea key rol e

9 Delivering on a National Paynike®wths sVicainomeand
taken forward in parStee Aplpiemdwixt 8.t he Bank.

1 The future oftitme pKKYmemtea|l anfilrdsvelbopung a r
delivergntitoadeilmport aexec miin tthhies sitm at egi c i nv.
decisions. fBeetApp&Kdi x 4.

T Th®egul at ed Li ahinlditnteyx tNegptnwansrékdi ng sBigprplert t o
pr opoesxepder i me n Swiecrdi x 5.

9 Digital dgigital sovereiiglrealddrnd siescdhlaeimt afsoirnmgs o
of whol esaliei sseetstsleennteinatl t o position the UK a
and kickstart the UK masSket (duiels& 4 ofgart arho rsee cdia

1 Digital Secur(béteys Behtdldemeunch of thled iRBSYS® and

its benefits wildl be significantly amplified
(includi ng-pagentirdeld marek ) wi tSlkeien QBleds 6 $ aomMmad v @ x
detail s.

SThe industryds recent experimentat i ondemonstrdiedthdre Regul

importance of understanding the economic implications, commercial justification and prioritisation of

long-term infrastructure investment and decision-making, whether in new or existing initiatives.
‘“@okenjisation jin the context of mopey apnd other asset
bank@odt ober 2024

SAs theustrial Str atstgaytAisr:tedduBbapenl Strategy devel op
detached from practical realities, is no strategy at
the experiences of the individuals, bwsinesses, and |

8
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current payments and settlement ecosystem in
ol ves participation of and cooWhéematcoowsni adaeris
benefits, risks and admpptriteanctofisinttdvretwlcdme|l o
rent i nepfofarct eoavéer si nort he seystheml| gyt hat not d
applied in a vacuum.

endorse the Bankds objective to ensure the UK
e and resilient paynoepnetnsn eisnsn o vtartai doen ,a nsdu pgproorwt i
mpl e, |l eading and setti mdg otuandarpdd adn nmah & ett c
enabl er and driver of the UKDIse cBawmpletcan velna
ot almodelr eri é&sthanigl and whol esale rail s, whil e co
ernational interoperability.

and retail payments haveératdieiroonahl §ea
n has tended to be made between | arge
e are some wholesale systems with high
val uzlsaeafonsosermagghéeamd bteheé efrol | owi n
titons are helpful

Whol esal e pwWwhyoni@dngeasy:meanrtes t ybpeitcwaelelny f i nanci al
i nsti tFwotri exsa.mpl e, payments to set
payments to and from centr al coun
transactions. Thesalaeephymeaakl| y
particul ar daeypy drydasopmeti cul ar ti

—

Ret ail pRyemantls:payments are typic I
businesses and public authorities. T
goods and services, but al so include
businesses.

Wkhéod esal e spyasytnreenmnst have under pasemeosgs nesat i
uire wpgemserse they remain competi Fbve and me
myxlod | at er al eligibility andaklionaghl aakuoveael i ahdr |
erobgdemabtically a®d wWhates kbidgebl e currency ¢
| ctaenr dlet awsewWpport domestic | iqgui djiltiyguriaeduiyr en
iciency in the upgraded RTGS and liquidity sa
ween central bank accounts and peraptery anci
tingency arrangement for all the central bank

Ukdsai | psaysnieenmisslviadcei ous rails supporting dif/
cash, car ds, f ast e anmaoy nsdomte@H A B.8\hs || ec H dhpsee

tems have evolved, especi alRITGSyart e mpdyme rCtH APc
t her strategic decisions are needed for futur
ul atory voice, | ed by -mahkeiinBpankt af brpayenanegi C
imedé&br exectt magineahstructure investments,
ensure competitiveness and gl obal alignment.

enldcdiex s out pohymearT hehtaendUK he volumeantdhefheca
ers for clearing and setatnlde mamti tadr onaas kpd ysme n
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We recognise and support the Bankds three princi
payments.

Mai nt aMome@tgary and Financi al Stability

1 The singl enesWe offulmoynesyupport the requirement
money We believe that singleness of money i s
exchanmgeaef wrtcti onal consi st,enncayhehkayst ai m ol e t o
operational characteristics of money (such a:
existing payment infrastruchWer essupphthhatteear e i 1
el emdmtrs 6anchoring moneyd hiihgitsll isgietge ¢ nlzys st lod
money, official currency as the unit of accol
institutions and payment systems that maintai
UK retail daingdi ttahle nioimmeaynci al system. Ffurther
private coll aboration to explore anchoring al

1 The finalityB8Wwe rsecdddreinseemport ance of sett | eme
foundati onal el ement of a stable system, and
Delivery verBwhmndaymémtr red net Weetstu peproerntt op:
CPMI OS

CO principlesodne 9 ewfidtihbeh Sentdt | ement Fi
Di r edwhiivceh determines that any settl ement for
%

unpi kedo ensure DLArablasseedo priagddrunmsder t he D
o
Supporting I nnovati oWVMe asrud pOamp estuisttiadam:abl e i nnov
enables competition to satisfy reatesubtoemee) new
a clear value case and sustainable economic and
cust edmeirven and not teghbhéal ogn

Protecting the Weubfluilcl yl nstueprpeosrtt: t hi s principle.

ecosystems have fraud prevention and risk manage
added as an afterthought, avoiding the difficult
a wholeeemcappysbach to risk and fraud maintalgement
aut hori.tfopeseglaenpgseess the i mpactBiod Theowh pil mytelres
against financial <c¢cri me

See Barcl a@usctépont Consistency Across Retail CBDC a
A furth@B8rrrcéeagmhohbperng UK Ret aiidemtigfiites &dMomeycapab
(compri-déemgnoninteroperability across issuers and for
in wholesale central bank money, and access to physic
(comprising cust onreorb ufsutn drse gpurloatteicotni,onef f ecti ve superyv
money and payments, and the central bank as the | ende
foundations for the three el ements for anchoring mone
8Settl ement finality is the legally defined moment at
i nstrument, or the dischcaabglee oan danu nocbd n dgiattii ooma |l iand rrmr

being ufhwbluowing tbhé baskftuphcy(G6PMB p@t?)cipant
TheFD requires recoagmdtt men wdiogare syyfsstteenms are recogni s
be adjusted.

11
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We support the Bankdés engagement with internatio
payment | andscapes can interoperatédoirmea way t ha
payments, while managing the potenti al ri sks froc
finascahTd integal i se the full potenti al of digital
transactions, efficiency in trading and settl eme
wi de adoption is key. Fsaedl wbehet celbasrschenr onl y be
applicand omscoordinated approach from regul ators
regulatory playing field.

Countirmpelse ménntteirnmgat i orsali ns taa cdarrsd stsenotot vma f rh elt p ©
bet weamiwndomestic Ghvenatheesascency of tokenisei
around theteglobttqrodimids wi | | enabl RBi sthntiebh wtpeed abi
Ledger Te ®OhJinodtowoyr k(s ,averstiime i nWhekeae eéedledshbralst ag
standards ar e bhee nWK dneeveed so pteod ,entsur e it is actiyv
with other | uriissddtca degtsf.iullldfyat Hd oK i shing digit:
l'iquidity, it owi || need to ensure its markets ar
ecosystem.

UK Finance commends the FCA's collaboration with
Monetary Authority on Project Guar dNoarksas an i mp
already being done to gr ow tohuinS gwhoebcahl icso nnmoevcitnigv i
towar dcuwurlgdncy capabilities. The Bank,asrhdoul d be

lessons | earned should be shared with other juri:
HMT coll aborate and partner withDS®adicrig jtwrisdi
equi val eaintd pnolrokt st o overcome any existing barrie

onsiderin

g o interact with other jurisdoa
on capital s

0

c

, trade, coopresnindeesrs: and gr owt

— —
> S5

clarify economic crime preventi ol
ause ahewmdcsanré ngondhatnot her juris
KYC (Know Your Customer) and KYB (
icularly as the UK seeks to expand its |
Emdhhancing gl obal dat a s tMomdeayr dlsa,u nsduecr h nags)
iance and sanctions |ifdm@f eamattfioguscal
arency and interoperabembegdednichudi ng
mweosusl adg eeseduce mar ket friction.

> 9 " oK 90 o5

rnational payme:t
; ut equally coul
iently. dWec esnuppadr t
arr ceedr |ierdigteirast itwe su;n (
tokenised deposit |
reharl eftl gienrcs|l thete neeldartiof'y the interconnect
sshanrtbeeddger s as books and records of an i n:¢
gers that an i nsetnistuuhe tont hes fciomarecitald d on't

c
S
T
T
e
p
s
c
t
Y
T
I
n
b
b
T
e
I
c tures a complete record of an instituti on:¢

QDX T ®YL O

T QT o

Appemnédiex s out more i nfgdrohattieom pem aburdridrnyt i nitia
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Questi onBe ne&f2i:t s, risks and |ikely adoption o

Our members believe that programmable platf or
and other mayhheftobgnefits in pWygynmewntisoak d s e
l'iquidity, drive praoocnamgesomgt edbhiienlgdncneseasnse
transp,ahemndy be explored, i ncThwedien g st har mwegeh
explore different aspects of programmability
modaMe. bel i eve the Banlplhygsia lkexowoslagiing ado
programmabl e platforms. This includes both t}
coll ater al and al so expebraicrheerdt atiigan awi tsho vgea ve
i nstrument s.

Questi &8s Bnnovation and practical next step:¢
Innovation in had abdemaganedtisn t he UK but t her

ttaeeppage with gl ob.alWadehwvaevepsmeetntsut speci fic

support innovation in retail payments, incl uct
centr al infrastructurendxtr gteaps tomea praymiear
including open barkiting yamdaWd iviegtidbd wwettitoem Banl
a key role to play in fostering innovation b\
i nnovate and by supporting new devel opments i
Questsid&n6 Whol esale infrastrucWeurwo ulod srtertoan g |
encourage the BoE to consider multiple appr o:
outcagwmieshin a unified experimentatiomMeand f ec
support a modul ar approaamwthol iesfad @sti mdctast &
that is brought in to support retail i nnovat.i
be iterated, with a process for builWdng in
support ambinhinhovate on RTGS as a settl ement
mo n gy ande xap esroi me ot aetxipdaardea thi éomnedflh whsol esal e
CBDCoul d ,deadiomparthet@emni bus account model al
RTGS seTlve cBRank can support tDhegiduwmdceesecfurli tus
SandlidXpwi t h approlpedg ad et icasdh.

Question 5: Tokenised dWphheliitesv e@anidt sits bil mgaor tr
explore the differences between the different
deposttansferrablaemsdmedrmabdh e), ocam dt hset adbn ee choa nmd
other. This wild.l help to provide a more accur
ri sk managemen$ome pmeomltearess . woul d | i ke to bett
analysis the Bank has done on sotnaabll eccloairnist yf oor
the meaning of taedd md hiesea dalfdaemr emeaqui r ement .
Question 7: WhoWeeshaellei e&/BeDG:he Bank bsheudlid si nv
and rnifskwhol esal e CBWGi cwCBBUd)}e ivrag i toruisa If logdnat
gl ob&8lggested functionalities include full ar
digital commerci al bank monheiyghl ache&l possi bly
col | awietrlalWCBDC to avoid unnecessary | iquidit
Question 8: Ex Wer hmaert steitomut some areas for
have highlighted [Euogopeas MGachECQCmpho Blaamme

and BWazbeklieve that experiiemtds pslocelsd eso msi
than just specific design aspects or technol «
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Benefil ts, ri1 sks &
of programmabl e ¢

Our members believe that, pmadrmuammablte gmled tein@arbrhe «
significant benefits IiHowgpaiytmeing sdiafnfdi cswelttt | teaneand ¢
t he ,biemlednd sl i keloyf apdroopgriaoomnmabl e pl atf orms witho
definition or description of howbehe®i wsl Wi Wbr He
on where each of these sol uwhigotnebd® mc u Nt drher enxe e
t heysareamahet her it makes commekRxkrampliiefense to u
i mprsauwen existing services in sudhnalauadmmagl laicn @
i n a iomathm mi grate to the new service.

Wholesale payments i needs to be met

I n whol esaltheraeg memea sseveral critical el ements t
those in the business of making or receiving pay
process to ensure that the correct amount of | ig
rightme
T Message infleftmamaoinon required in the actual
institution process the movement as efficient
transition for as Ilittle time as possible (1
T Movement Tmdokimad:i on required by institution
where the movement is in the payments chain |
i nvestigati on, lmalda ske mamrageanetnitn g,
Bal ance i nfRediiame oanviai |l ability of current and
Queue manadéménty to manage movements of quel
T Limit Mana&dgdarmarity: to manage in real time bila

the system.

T Liquiditywubavimgeral offsetting.

Q1: Are there areas in which programmable platfor ms,
significant benefits and risks in payments and settl e
Q2: How Il ikely are programmabl e pl dtof ddremg ,akiemc lupdiang
by wholesale financial markets?

“®digital tokens are entriesdiigni taaldlayt aabnads et htahta tc aanr ec or
and funcwiitohnianl itthye t oRiegi t Alemsekees.can represent fin
Programmabl e phatfechmeobhogies thattal tdewekbpgabldeepac
applications that wupdate a common | edger. I n the cont
technol ogies that has gained promiBamkeof sl Distmatbiud e
Settl ements (BIS), 2024

1.
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T Interopelnab-teiaimeywi th other ancillar.y systems

The UMbid esal espatyenmasnithave under dademeocosgsnemat i
require upgemsderse they remain competi Fbve and me

examglod | at er al eligibility anmaklionaghl sakbuval i ahdr
interbpgemabktically andoottthemdg bbODrdeble currency
col | ataenr dlet s sewWpport domestic liquidity requiren
efficiency in the upgraded RTGS and | iquidity sa
bet weenakcebank accounts and peripheryandcill ary
contingency arrangement f or®Aglple ntdhi ex cle rstertasl obuan k
det aiwhsoloensal e paymentrelefFiamésndinazll udamiget | nfr a:

Benefits of programmable platforms

One of the primhrpradvammalbe emlhatmfcerdmaut omati or

efficiency. Smart contracts on these platforms c
reducing the need for manual intervention and mi
programmable instructions camnlhgemead -Boddatr omat
settlements, significant| yAdidmptrioovnianlg yo p e rnasttiaonna |
facilitated by programinahnee spltat eanrems ohablranseas
to better manage dephoisciht si napnrdo voevse rldirqaufitdsi,t yw man a
counterparty riskAsanvli tclosde wdr o |ltnrecditnege.y a siptecit s o
worth noting that similar benefits may be achiev
Using technologies |like DLT, anotWWssuknéeywgbeéehef it
Bank can be satisfied t hmratsutriees Itehdageralils tirmmuwstaah
recorded transparently and cannot be altered, bu
independently verify transactions. This transpar
compliance, making it easier to track and verify
composability are also significant apllveantages, @
financial operations taiilocedalhloigndpedirf Sprent i ap
to interact seamlessly.

I'n addition, the distribution of records and the
by different actors could reduce the dependency
even eliminating single point otfenfiiaci lruersei Iriiesnkc, e a
Finall vy, infinite divisibility, namely paying wi
interesting use cases for things that are done f

Risks of programmable platforms

As smart contracts are essentially so
contracts are those associated with t
smart contracts may be prone to bugs and can be
depl oyed, these contracts are difficullt to modi f

2Some of the Financi al Mar ket I nfrastructures in the
transformation progr amnreesf| men cd eutdti IneggmeCrRtE SsTy, s tt dhra f or s
government bonds in the UK, Il reland, and internationa

1.
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ate these risks, rigorous testing, f or mal V
acts can be employed. Additionally, the wuse
onments can help reduce syntax errors and b
opment environment.

Fu
co
ar

r r r chall enges include i mplementing effectiyv

d

e
base

t

m

S

e

anee/xoercustelofn errors. As these risks are not
argely addressed in existinpglesbalbatomgsfra
regul atory approaches where appropriate (f
regul ated, but potentinpllemaevteirsg b coHMe s
ance frameworks and automatedncomgltisamaea c
el p ensure adherence to regulatory require

no
co
al

of automated -poscebenscobl actduactk

The com n
e ement, could help investors manage

n

t

enhanc
mar gin
The i mp
typical
process
Some of

T UnlockingTalenitadt.i on all ows asset s, i ncludin
accessed by more investors and to be traded.
created, it increases the velocity of an ass:¢
unl ocking tIrafppredi ta@s t ar s .

timee2af | sdgb evdesnt (I snweets targp ntthe LDI
ion of DLT in traditional capital
focused on delivering operational
l uding the use-®@d senaurnti tcioed rlaicfte @
benefits include:

f Fracti onaToikseantiisoant:i on al so enables fractional
purchase fractions of an asset. This has the
particularlyThéesaimbhyi beesatbieved via an inte]

T Ri sk manadekent sation can support risk manag
Becausol RritmMiscalde engi neralklde tawt omic (i .e. si mu
settl ement of t nsactions on a 24/ 7 basis, I
counterparty ri , bankruptcy risk, and perf
time fo transa ions parwhiesharwoobthemwi 8 ec
reduct.i of ri may further result in incr

di C

a
k
t
n k
i qui gpei akisomaald burdens associated with

r

S
r C
(0] S
t

Digital Gilt T a use case

UK Finance member sdihgaivteadiudgeinlttia baiesse t hat woul d bene
tokeni®satUKoRi nance r eMMdmmeads heh®debt Management
i ssue a ®&ioguet aff ¢gihlet benefits of this, include:

i Cat ailmjgnnovafthenUK has a highly developed and
opposed to corporate bondst hkeeasntd |tehveerre fwoer eh aav

catsalhignnovation in market.

1T Boosting comp®Othervegoessdictions have alread:
tokenisation journey. Digital bond issuances
Singapore for example, have raised the profil

BYUK FinancUenlroecpkornto SPoweities Tokenisati on

1!



https://www.bankofengland.co.uk/financial-policy-summary-and-record/2023/bank-staff-paper-ldi-minimum-resilience
https://www.ukfinance.org.uk/policy-and-guidance/reports-and-publications/unlocking-power-securities-tokenisation
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of falling behind. A digital gilt could secur
mar kets and activity.

T Il ssuance MTokenyskd: secur
|l owering costs of entr

i nvol ved.

e
g andSeouebBtimag: can
[
e
I

es can-iheesssuoued
i

it
for nvestors by red:i

< C

d ntsrtamg fl yr, r esch oa It rac
t ement cycles, 1

b
onal clearing and sett]l
e 4| ¥ haekrialdiitnyg tfaacudéd t

n
t
r i NgAdigpi tciapnalally, 2
a -gubhtiagy bobhater al can i mprove |iqui
s for institutions.

ocesses would not be required. The reduced

n
i
S
osttradifhg: nature of a distributed | edger wou
r
o be unlocked that was previously posted as

estor outcomes and boaSokengi satiaoh emaabl €3
reased market access for investors. The ef
could reduce costs, thereby reducing barrt
ctional ownership could incrneadde addedsgsuitde
ets could also become more accessible thrc
nsparency and risk reduction TWwhild iialcli |dltl:
p t o wivdeesnt orre tpaairlt iicn pati on and democrati s

—o o 40 <

tter Risk :Maragesmeprodmadilelsi | i ence and reduce
temic risk and counter par ttyi mei saknsd boyn sae t2tdl
si s.

nefits tioltctahnee dDfM@ @thidomake processes mMor e e
or exampkB?23seferporhet he Hong Kong Monetary A
veBenldo keni salbhgnKong, such as t hrToluegrhe ef f i
al so no risésat di gMT adr gDbM® can occur al on
suances.

—.
——0~wW TLVUW STV TQ——
WOLWOoOTMOD <O O~ VW =35
n

The Bank should also consider how adoption of ot

and payments. The growth of Open Banking as a sy
retail payments is an agenda pursuedaby -seme of
term, i mpact on the functionality of payments. A
consumers of digital wal IBe¥pschaendiicresr ddged omeleicd
infrastructure raises significant commerci al and
mar ket. The Bank should consider how adoption of
the ,Rrd able to deliver i mminent changes to pay!

The Regulated Liability Network (RLN)

ThRINi s an il edluptroy paot powbBeses to make regul ated
support economic growth, and btywnawfilmng fir@ganlent at
consi sfilreencEElxper i ment add noonn sPthraassteed t hat it i s pos
Barmls objectives for a Digit glriRsseucddedPh o d @h mt i ®

“Some members netxeé stthatg €SMe i nfrastructures can alre:
clearing and settlement on. a near instantaneous t+0 b

1


https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.hkma.gov.hk%2Fmedia%2Feng%2Fdoc%2Fkey-information%2Fpress-release%2F2023%2F20230824e3a1.pdf&data=05%7C02%7Cmark.hudson%40ukfinance.org.uk%7C291ca94796d744b0091208dce3cca039%7C70e4dd2eaab74c6aa8823b6e7a39663e%7C0%7C0%7C638635715257954831%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0%7C%7C%7C&sdata=WsFetUi9IhW2UnQTEWr33L3zuMpDBsm%2Bb60hvcUe3Hw%3D&reserved=0
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Il nnovahabables new functionality on commanrddiyal o
changiogarigacst Wei Bavesbeen engaging constructivel
project fol8 trhentllasstand are pleased to see some

project reDiscusdionTiPllphMwiplorts publ i

shed on ourt
herschoul d be considered as coll ateral wi t h

our r-
ThExperi memtasPhdaosnee primarily by considering wha
stakehol der s. I n total, over 40 business benefi't
central authorities, and the broader ecosystem v
endhncing customer value, threat and risk mitigat
opportunities, and nlahce oRLcN nporno jce cbte naelfsiad si nvest.i
foundational capabilities such platforms need tc
We based the RLN Experdtmeonnhdeaapab@ahavemesonf liwhict
are not available in the market today, but throu
some further ones that may need to be considered
future programmabl e platfor msbheshoaodwal &re @ ei i ar
so that ntiwesapamihbée delivered to meet mar ket de
More information on RLN is included in Appendi x


https://www.ukfinance.org.uk/regulated-liability-network
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Ret ai | pRlyme®nv &t |
and practical ne)

Retail payments innovation 7 global starting point

Di gr e gppaiylment i nnovation and devel opment have ac
comparing where the UK stands gdiofbfadig@gnceshe Bank
governmental, economi Kaodstoaméus ahacvenas ewitde an
increasing choice of ways tthve pdf lhas dHemaptaude da
mar ket that serves consumers wel |, and a range o0
di fferent sceRasties, PaymethRH m8ermrwiade t(i me inci dert

t and BACS for direct debits and sal ari es

©
QD
<

tarting point for delivering new digital
heque usage, with Iryeabeitn gned eppalylosyeends.s Aopnpl
al context for payments and the use case

— Q =
D QO
OO QO S o

on in private money has been e
ration acroscsernithrei @ chesylsdyme n tc
cont ac.t |Terseat d&amirsdisng of i puethchb
is connected to payments. Rece
e meant that there are potent
productsUEnBaprecesvesi hat et
y project, the RLN experimentation phase,
efits and opportunities of tokenised c¢omn

>S5S0 0o

T orwnw s H
oS T SO0OC TS TSSO
® QT
cC T oSO
ownw 08
O~ DO XS =0

Not withstanditnhge rteh earaeb oivrehi bi t ors to innovati on:

inhibitor has -lbed&nchdarge eivelr edenmte gyud
ng for 90% of change budget lannd capa«
regulatory fragmentation makes coh:¢
ve rules hold back innovation that
f payment s

ayments industry remains committ e:
for as |l ong as customers need t hi
e mtn tcypds mawde | earn from ot her ma
eir gradual decline.

T We also believe the government has the abil it
i nnovation. For example, we need strategic | ¢

Q3What are respondentso6 views on thenppaetotuianovat

commerci al bhaeskdmbneyet ail payments?
Q9: What are respondentsdéd views on the outcomes that
can t hreeyf Ibeect ed i n practical questions currently faci

1.
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i de natnidteyr i f iamaltei mre,edul ators to endorse the be

model s to dr.ive innovation

f Finally, tPhe nlenttsr®*Reaifnd wt hat the UK is at ri
globally if it rdestelsmenrottr aulp gir rafdreea SNtasu cRauyrme nt s
Architecture was conceived iAm 20bhanlztetd awad
payments rail wi || of fer new ways to connect
opportunities for new overlay services to del
These enhancements wil/ notmbhdepbewi whtappt opt
funding and governance arrangements.

National Payments Vision and Strategy

To inform th
members to H
the key prec
initiati ve.

Nat i amat r Ptagggne,nt UK VR isn aamce has wor
bupcbmes for condumer pagygmenkhissi rae
tions thatto thhe tprawanemft se v enrdyu s aw
e

e
eye
ondi
Thes map c¢closely to the Bankdés own

The &&etycofmes cuséaoeer s

f Confi dencoensumers and businesses can make pay
and in an informed manner

T Resiliepagments work without failure of servi

T Value &:pahyomeret s -eafrfei fcooesnta! | , convenient and t
provide choice through.innovation and compet.

T Accessibiphymgnts in different environments c¢

cust omer s

Thkey preconditions for ftore amay meaernytnse nitnd indttriyat i
T Clear obdaedmasd proporti drhaatte irsedgultatfioan t he

enabl es i.nrmdJV atwiiomg mar ket participants to de
desired outcomirsatitne gpamlyimeqta pr escr iemtaibdd nagp p
i ndutsé oyward new products in response to char
drive trust in payments.
f Futdroeoking payment infrastructure
T Credible use cases and coummeaicn ald| eno diednwsest i bl
T Excellent delivery and execution capabilitie:
Ifegul ators | eave the space for industry to deli
working with industry to make sure the precondit
environment for sustainable innovatiom in money
regul ator s, should not,wmowleulathemes ot tihe mpat kede
they are not best placed to determine the needs
fundament al el ements for success commerci al del i

Mor e dedeliilvesthnhegNani onal RayBme att * gYi, siiomre | udi ng
outcomes and industry preconditions, is set out

BFyture of Pavmei20823Review

1!


https://assets.publishing.service.gov.uk/media/6557a1eb046ed400148b9b50/Future_of_Payments_Review_report.pdf
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Reforming real time central infrastructure

A crhnektabtep to supporting the UKfpammehésreal s
pay mesnytsst. Emsranced Real Time Payments (RTP) wildl
outcomes, including more value and choice, great
accessGhowadimpari sons show t haotf femhan nadnbRTP odarb
including:
T Greater commerci al opportunities for al/l parf
new ways to connect and opportunities to pr o\
1 Businesses have improved |iquidity managemen!H
transparency of their financial spending and
and settle al most i mmediately.
M Potenti al cost savings through a reduction i1
transaction dat a
T Potenti al wider financi al inclusion, by provi
not currently use digital banking services.
Webel i emeendeew del i very capabilities that can exe:¢
i nvest ment deciWe owasntf otro thhaeveUKa frank and hones
where we invest in thewe hdamaebidieigihites y amad cadklest h e
them forwabrdding those existing vehicles .such as
For exammpéeentt hdke baaMRePs MlLbAo wtper at or where both &
they were not the right option, are illustratiyve

OQur -temé retail payments infrastructure should b
a platform for innovation that will enabl e great
and innovations. 't should creand sun$trashabbéeur E
underpin confidence and commitment.

We need to move away from complex, monolithic in
payment infrastructure needs to be streamlined a
competition amd it onewxmicsotn exwaloeami es as p.ayment s
This approach will foster a dynamic ecosystem wh
mar ket and established participants can drive en
consumers and businesses through momentdi ver se, €
solutions

By establishing a greater role fomakindgsang to |
del i)v,eewgeensur e strategic investments are execute
needs, and governed by experts in areas | ike tec

Bel ow we set out the key requirements. for reforn
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We want one regul atory voice, |l ed by the Bank of
deci smackn ng on futureé& infrastructure

T Authorities and indBaymgnsbhoubhtirastabtteheacCc
Groupled by the Bank, tomagkionvg dend talaitgemi ch are
the UK payments infrastructure with industry
security.

We nerdekl ent delivery capabilities, that can ex
decisions needed for the UK and provide confiden
infrastWetmueed a new delivery model for Pay. UK
T Afocus on its core role of setting rules and
necessary innovation and execution
T Formal il edludtemaksiimgh from senior representativ
ensure that the stakeholders funding the chat
infrastructure changes and can commit to deci
T Strengthened delivery capabilities with appr«
particular around technology, resilience and
i ndustry.
1T Appropriate | egal and governance arrangement
commi t ment to fund, with an agreed budget, W (

under perfor mance

The industry needs-maksmagloeagi Wetchsi denvel opment of
infrast¥awedmuhaul Pay. UK gover nanrceep rsetsreuncttautrieo nwi a
skillset to pr omanaeki eafgf, e dtnicyaidd enq@i:si on

A more appropriate board composition of 50% (

The board collectively need to possess the sl
experinecessary to .fulfil their roles

T Wider representation of other stakeholders (i
represented.on the board

T Funding partici perctismarkdaugt h @r ihtaw eon strategic
at the board

Our recommendations-l embhagi seefisrawadddo not seek

models. We have been working closely with Pay. UK
Y"Theorl d Bank report on Goverpapncst afdfRet aliés Pafy mgub |
authorities, including central banks, in the governar
to be coarsd delredar |ITyhidse fiisnecdo.mmonly done through a nat.i
which articulatestéhm shoategy medi uent ai |l payment s.

BThaboWerl d Bank rleap oocantsexatt essf 'i ncreasingtchange in
i mportant to ensurmantalgetmetnhie plosasreds sandche skills, qual |
experinecessary to TbeEfbbattHdebf dblestors is responsi.l
menber s' scku d Il isf ianadt i ons are up demerd@itreg amidalall e gged avi

structure of 'rEBAiI Cl| evday imdgptr mmmber o,fl5soliem&s director
from partithepdadittsivodbaanldct or s are selected to cover ski

19The UK is uniquel ed beahgtamerpapments model with a
independéndustom. Gl obal comparison shows that, in mgc
even i pownuebdl iocr gani sations, is drawn from participant

2.


https://documents1.worldbank.org/curated/en/539601630306074694/pdf/Governance-of-Retail-Payment-Systems-Keeping-Pace-with-Changing-Markets.pdf
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alignment with Pay. UK, we wil/ need regulatory s
indulsedydel i very, clarifyiWeg sredl eesutamidrree s md g imes
proposal-si ma pagments renewal in Appendi x 4.

Building on what we have 1 Faster Payments and Open
Banking

I n the short term, we need to enhlaend ei nciutsitaotmevre g
build on what we have. We recognise the Bank's ¢c
continuing to evolve existing propositions can h

conditions is credibl

r key industry pr
el evant when considering

u
e particularly r
owing el ements:

e
These a e

One of 0
r
the foll

Of f ering val uceo nfsourmenmosneayndt obusi nesses

Commerciall y-oddetraingalbbled¢ urn on investment fo
provi dei scge rctraciantt y f or imBgwr enobnaomer pagtecti
resilience, i nnovation

Commer ci aprliyv ateed emh,i kigriinw v at iionfigi n¢ eal access

Communi c-xtrieamtigs ust and understanding for user
(rules and wupdates

T Cooperiactrioasnmsdustry net works and common rul es
processing requirement #Cleé EM&¥r cal | pual ad s os u

industries |ike.wallet pay, transport

T Credit Manfaigreamemital security of the eco syste
ri sk,deR@Rult risk, guarantee of settl ement

T Cont rsodseme rul es, rdepkdImacniangge ment ,

Weencouragel atortrbBetbondusery spadceittoaitti ereast € ne i
customer out bperneecso mdeitlteinoennst/s above.

1 Car dsh:e car ds ceocnasiynsuteesmt o evolve and respond
including improving security even further anf¢

1 Faster paiymdeunsteanyi ns commi tted to investing i
nfrasbutctwer aganta twaydot hsaot idnoesWeoagdee!l wictah
need for short ter m fenshtaenrc epmmyhmersttsout har
are incr edneinta@an kawntd tvlaéd ue must be a stra
UK payments infr.asatthet shermoterinr owading e
we have with greater consideration for
cybeat ipee.spResi liency of the system remai
is critical to protect consumers and t

—

—*

a
h
swevecanwett r oddae tdreyerlnoncchanges, or i nve
bilities throbeghadelhe&rs ssytshteemaurrent i Ssu
b

[
t
t
f
w
a
t
r
c [
[ iting progress and investment.
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bamipiemg:Bankiwg diesiaiyKative supported b
gives cons ameéow tleq pdaittleicktsy htoos d ni t i at e
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The Future of Payments Review recomil

en Banking to -pdieatitd fdye |ainvde or ebseonl evfei tpsa i
ants and sucrhshwememnms,t aigl er choice in how
roni canpda yermeanbtlse) new mobi l e, P2P and P28B
bl e RecurYRRMdge iPRy meenmmwsaopportunity. The
i ngtehm bBosgainability of ithet lOpewngBanki
fianigr govemnaoomemeacdal |y sawmgdt &inradbliengmode
competition betwee&dSimud ¢,itpldearssoluhnaendel i ver:
model Qltaluastesare for malRlgas d el Melrtmil f Adgr ee me n 't
andK Fi niasncaebout to commi ssion work to develo
It is important that regulators support and |
relation to it

However, there are some areas in which the gover
providing key enabl ers.

T

ysiaalmacagemidrstt ori cally, the Bank has mana
s managed dwoiers,nolwa twotrtki svel | in the UK and
eiclhh@al |l enges to effective management of <coi
nerational and -trergmitractbhiod &l ar sdhpornse and a
rategic one. Given the poosutt ihoanviinngg tnmoer eBa n |
mogeneity in its oversight of retail payme:i
its new powers on wholesal e ocoaash) to take

o B R N O BN O J o) i 3

tal | demtift ypadinskbansy cal |l ed f o
raction between digiittadli svemit
dational in digital transfor
rnment, industry bodpgeshandt
nt ivteyw igndati on can add value
ietalThenefiincl.ude:

o0 Reduci ngVdrriafuided identity during the payme
Know Your Customer (KYC), and Anti Money |

o Straight Thr ouQuhi cPkreorc evsesriinfgi cati on pr ocess
within a payment chain could reduce manua
reconciliation.

ed up cross boaswiedempagoelnatsor at iacamrd on di g
i fegaemwdinsi de of the UK, enhancements to
cessing of payments could deliver -signitf
der payments are processed.

r a strategi
feiraazttiom dmad
ma on in ot |
D
f

® > ®d® —

ti
ndxpt oyet wh
or customer

nw T t"TTQg O-Slnvae unw T

QOO0 S ™

g
t

u
v
e
c

i
t
[

- O = 0

ng the repgeatawdarys pheaviemeitreacr easi ngl y
on come from new players as well as t
priasaciple desirable, but it will be
el opments are monitored for emerging
ims t he best example. Wallets account f
ts. This has clearly been popul ar with
of concentration ri sk.adl tt oi st hees s-emptaical ot

cTTmWw T OO <W
Qog~-—
< — — —

O®Y —TCc TS O O - MmDO

_T<Q O S5 S

20 We

emphasi socaud trieisspdimme méot Svsitems Reagulator consul

Variable Recurring Payments

ZlUK

Fi nancCe nrneeprocrital Variable RMcecdel | Glga®Pagment s
2.



https://www.psr.org.uk/publications/consultations/cp2312-expanding-variable-recurring-payments-call-for-views/
https://www.psr.org.uk/publications/consultations/cp2312-expanding-variable-recurring-payments-call-for-views/
https://www.ukfinance.org.uk/system/files/2024-04/Variable%20Recurring%20Payments%20Report.pdf

UK Finamespsoen t o Bank of England discussion paper: ir

regulated entities on payments stability evel
the risks. 1t is desirable to ensure | evel pl
new and established players with resptct to
of reg#dlati on.

2Z2FCA andCeaPISR for information: Bjg2028h and digital wa
2.



https://psr.org.uk/media/yqinyhhn/cp24-9-cfi-digital-wallets-july-2024-v2.pdf
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Whol esal e 1 nfrast
ret ai | panydnecnd nst r
bank 1T nnovatil on

We are committed toestippbrtobnfgut hd grbajblakffecti v
making it easier, faster, more cost effective an
paymeHowever, any ntveecshtnmoblooiglydncust be based on a
statement to solve for consumers or businesses.

hall enges
mewor ks

ven notably by
l ating tOkeami sed asse
rent | ack of interoperat

remai n, d
e t

r

eni sed asset types presen
Vv

S

[

o+ 3>C S
5 — —

ent tbachmbnfgett §opotehken
ale in t r ucitnutreer cdoenbned cat@ievei nttys mu
t ems ttoh e rhkearerniparrd i p atoéiwanl Itehda tg arredseunistd ifnor m
i biitqumgi ty management. One method of doing s«
se expl orRddé xwi erhiime ntthadt h e nc rpeheatseea h oe f i n
mer ci al bank money should be avoided.

O TV DT
— o — @ —

OSS<ScTSToo
JoSu< S o@Q@@
S
o
=
=
=y

t a modul ar approach to infrastructure
t in to support retail innovation and s
diciersgs ifrorneéwicapabilities to meet mar ke

ul strongBwnté&mn coamr saigcekert hneul t i pltehaiprpr oache
dédowietshin a unified experimentation and fe
ng out a credible path to realising these a
try that extend beyond techni ¢alc!| wdiilndg dra
ed

i
S
i

r to business cparsoep,0 smatrikoents.demand and

@ S5 d S
— 0 ~+ ~

The Bank has been at the forefront of
no-hanpkr oviodherasdnemr i mi natory -basosatia
boosted competition and is now being
model s -banksohave brought significant
opportunities to expand these benefits

-+ =

2Q4What are respondevhtos @ swail ews ndm atshe ucture that might
i nnovations, including to ensure that singleness of n
tokeni sed deposits?

Q6: Are there innovations that could support central
functionality to ensure safe settlement in |ight of t



UK Finamespsoen t o Bank of England discussion paper: ir

access central bank infrastructure. This is an a
Bankds work on the future of innovation in money
ResefCuokl ateral i &RCIAQNn akhadc &Gttt hementi sat)i,on Accol
and the net seatlemsentdi bf efantdspayment rails whe
coll ateral for settlement).

Wel come areas dfncdawvel opment

T Enabling RTGS/ CHAPS mawyn gh rveniusatgioord opti ons
needs to work with the market to understand \
ogrammabl e settlement tokens that may be n:¢
t this with live trandaatei dorud | hde tnwe o odtual
r astTrhwec tBuarnek. wi | | al so need to consider wh
ds to be closed by the Bank, or a private
ancemexnitsst ithog e nafnrda swhrautc tcuarne be achieved t |
eni sed, programmabl e, wholesale infrastru:

-

~® 3~ ~0T

DO SO 0O0O0 XS OSSO0

ovati on*asn aRTsGSt t | e,meinntclendyime extended op

alternative channels. We remain supporti)
ended settlement windows, particularly f ol
entially leading to |ippodiugi efésctentiump:t
o’iths s has the opportunity to give greate
dition to t merseamtttrloadmecrtti ony awlbe kKweandggrnodu gh t he
to the weekend. Extensi onsianfproperdatriersg | h cul
enari os where participants experience i SSuU:¢
covery.

O+~ o 35 X oD 0!

-0 T 9T O —

T The Bankds renewedwbohesdkeeaCéonraf Bank Digi
(wCBpPThe Bank may only be able to understand
greater functionalities than RTGS after it hgq
synchronised settlement. Accordingly, it may
design should be hienfoart m@®dnefsi mgt tihyy Bankds ex
synchroni sation.

1T We encourage the Bank to eRIlgMgmer,ajivehde rteh eveo ut j
explored a number of different money fl ow cor
of teaadn bank infrastructure, including RTGS, 0
rCBDC and wCBDC.

T The abilonmcyhation wWsegit al mo mwei yl | f obreD iskepet yit dfleonme n t
Securities Dephoyshrtiod ye (thiStDi)¢s and ot her DSS p
omni bus account and RyGEMmfrroamstsrad ¢ tonmr @fwitthle DL

“2RTGS RenRW@$ :Renewal i
settl ement (RTGS) servi

s aimed at del i vetriimmeg grhoes snext
ce, by providing a range of ne
anci al -fioncsutsieaiduitivmintsiwh RIT&ESa IRe n e
or
ir

settl ements between fin
institutions eligible f an RTGSakemgriai hdcognsothne
aut hori sed investment f ms , cent.r al CCPs and interna

SMembearlsso noted ,t hfeoirr esximmippdirietqui dity efficiencies of
RTGS enhancement to support phy memtks nfgl avhse iCRERBITG3/udH
coll ateral process when there is a |liquidity need in

2 |
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are two options at different stages of roll ot
be able to | everage.

T To ensure that the DSS is an attractive and
mi nd that availabilihwawi hpbocakackethéemeh]}l wh s
concern identified by ESMAp iof ctomemeEWS 0o nD Wl t
regi me.

T A key role that the Bank of Englahdowi hlg plt a\
how an applicant achieves settl enleinkelfy ntad i t

achieve designation under the Settl ement Fi n:
scope needed especilhe | Famih shkdullemeonrnsi der as

of di sculseDiS&n ohet ability to project wCBDC i
In relation to retail CBDC, wkabetheviendhstryhea
the outcomes the Bank tdheadk svowil tdh bree-émuicéhc @BWE&, c O :
have a | ower ri,skando atvhoei de cdoenpoemyd e n c.i eTsh iasn dc opuol t de
include thr-puighatteppdtticership approach to creat
t hati altlhded Mbryo joerctt hr ough expansion of Open Banki
view to creating an or c hfeusntcrtaitoinoanl iltaiyeesr ftoor ulhKl occ

busi neSucehs .approaches require effective governan
commerci al mo d e |
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Tokeni sed deposit

stabl ecol n

Definitions

We understand that the Bank wished to keep a bro

therefore kept it Andefmpoirtiamns roil @gh flojewie¢rhien gBdank

with the industry toiwbekdohfeerinhi fieabhall esl anidt

opportunities, &@GHdarislk omhtitbheseonssues is impor

they are clear on what pWedarcd sl ceaaki bhge fi aomwarad eto

the outputs from both the FCADasduBanhkonmPapgergban

stabl ecoin i n R\eopvoernibieorg R®a2dBb a cb mi tt edufoymr vy

these pamppst mevithhgead i s ¢ ussfsoirona

Some areas it would be helpful to have clarity o
1T The use of the terms Owhiodcewsadiedn ahap &rr edasaid P

other regul atry document s.

1 Whaitmeant by whol esal-a siett tjluesnie ntth ea sassestet us e
of i nterbanlkf otrr aaaxsafreaylesd v al ent of RTGS settl en
banmkesey vensy -nenai l payment ?

T GreateromkéeaBdnkés current thinking on the di
model s, soek éeti aneas o6t ransfedtnramlsé@rvabd ed ook
deposits peheagfar mémd ¥ bearer model ) .

T The current BpecauWWiyene Pt oklermissawitomwhange t he
riying economics and fundamental nature
i al regulatory framework will treat a
onaldoadepro@El aion Blhet her the transferas
nge to the underlying economircs or f
h

e
dent
adi ti
a ch
s at the regul at orwe rseea cagh meh amagel.d be i

%Q5What are the risks and benefits from ltehoei nuss ef corf ( a
wh ol es aslaec ttiroanns ?

2’See al so UKeFimmaneeto FCA DP23/ 4 on 2@231 ating stabl
2®There are a few existing concepts of retail customer
seems to su est a new version based on the value of
®Speeches f m then Deputy Governor of the Bank in 2
i ssuing fur er guidance on the transferrabl e/ bearer
CEO letter d reference them, mhygt thimplmpdencadwr zgad :



https://www.ukfinance.org.uk/system/files/2024-02/UK%20Finance%20Response%20to%20FCA%20DP23_4.pdf
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T Some members noted that 6ehde derpdonssistesedbrir | t by o
transferability with no controls but rather
parti cSpomentmembers were keen to seek clarific

T What is the BankOstgpeespercanyvikeeoabiplkiery of a
andhethe deposit token transfers on a second:
are not depositors or account holders at the

T On stablecoin, would the Bankos position on s
stablecoin that offers redemption at par to ¢
where the price deviates from 1:1? How much
all owekevitate? How big would the stablecoin ne
would it need to have for it to become a con«

Tokenised deposits (non-transferrable model)

Ri sks

M As tokenised deposits are issued by regul at e
and capital requirements, the risk of deval u:
traditional deposits. The issuing banks shoul
capal, and robust risk management practices,
contingency funding and deposit insurance scl

T Where tokenised depppiboprhaatel gsuedubgted ani
i nsti,(tutei oregul ati on nraonthaedipon ot hmknsagdkue t o
requi r enseunbtsst afnotri al and diversified balance s
centr al bank funding, and Tihnesswer dnud & eg usa rraendtuect
|l i kelihood of a disruptive impact on broader

T As extensions of traditional deposits, t okeni
neutral to positive (geifvitednet s@amecd é djiuti dp it yv iasid:¢
i ntermediati on funct iiofnesg ualsa ttorrayd ittrigpantanhe ndte pios:

T Ensuring that tokenised deposits are fungibl
banks may pose some ,fterc haxwawmphl edh & If leereqieses i n
tokens are issued, managed.,Hoawrd eredaeoemddavacr
receavbedoad range of viewdhéfsnompotuicmémbéys
r e gag dtifhuen g iobfi Itiotkye ni swerdd are plossnddmdét i gmi i 8 g t he
chall edhgpepo ift s being -tepaosiAddredonal hgn bridg
di fferent blockchain systems adds operational
introduce vulnerabil i tpaeerst,y essofetcwaarld ys uchhr oausg |
cont rHhocwesv.er , there is significant work under
options, e. g.omed fwioa &t lossébdpgteirosn,s. We al so expe
to be some mar ket consol.idation in the comin:¢

Benefits

T As tokenised depoeigtusd adred fsaeadcilmdy institut
to existing financi al regul ations, such as ¢
provides a high | evel of trust and stability,
rel i abl escfaolre Itarsagnesna cwthioolne s al e mar ket s

T Redali me settl emaemt tokpab isteadh ideegeoesd-tsspder os s
whol esal e tfroanseaeqtuilanbeidc henctan ieesshance | i qui di
management due to quicker access to working ¢

2!
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M Similarly to stablecoins, tokenised deposits
complex transactions using smart contracts, (
i nnovation involving both wholesale payments

M Designed to work seamlessly with both tradit.:
net works, tokenised deposits offer interoper:
from traditbiaeerdl|l syset BImE .

T Technical i nteroperability is crucial for en:t
can be exchanged and used across various pl at
supportdomnaeadhet ween di fferent blockchains. Ac
bet ween tokenised deposits and traditional b

di fferent bloscskolhadidn beetwpd wsxwdl t ati on with i
exampl e o+etnlked idcdosxatnal ysi s

Stablecoin
Ri sks
M We note the statements in the DP that the Batl
significant financi al stability risks from t|
transactions. While our members | argely agr et
of monéehere was also a view from some that a
the risks posed by stablecoins and bearer tol
checks and balances might help to mitigate ri
T Whethe Bankb6s aim includes ensuring 1:1 backi
raised the possibility of a vulnerability to
participants moving their money outamwmf stabl
i ssuerod6s creditworthiness and a | ackorof rese.l
the risk of a cycle of devalwuation of stabl et
where these assets are bei.ingt elriogpueirdaabtleed i n a
i nt er naatnidoanradls sftor rcapeovedasmeesgatimgp effec
mar ket protections exist in all jurisdiction:
f Stablecoins may face challenges in achieving
ri sk percept ikdoennsa nadn dd ysnuapnpi I cys . Liquidity pool s
finance pl at fsourcnhy iasa s tltadbllpcoOi n swaps), but t
address fungibility concerns.

Benefits

M Stablecoins can be programmed to automate col

cont raafcftesr,i ng potential for innovation involywv
capital mar kets transactions. Fork neoxwd repdiges, t |
proof technology) iotridien whalhssaalte onrsosoul d
admi ni strsatfiove bussthesses tradadéengoi stabhatoion
tranoacypiot al divansgg ed cessit ngnand imelmanor e
conventionmét pagaomlemdhit g naad ¢ ®win@mtd c otumansf er s

T There is the posisntbedoper abdi laicthy eavd mgss bl ock
contracich@ianr 8 sddegeepser ri sk-chabhi bei dfesr bss
requ;ihroevet ver, be medduidsu rmiaryg t he consistency of
across blockchains.
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T Some me mledritehvaet f urt her analysis is needed or
stabl ecoins and whether this would increase ¢

T Some members alsédéunbhemdfipbdbgusisétaebd iecoli mdi ng
beinghehWwabpéerate on eglBdbhaelr éneevfleavr k 8t €r medi ar i
andabl ockchain records ar e tpernisepparbelnetwgand o
technokogut¢abnesddvdamgeimeinh d3aci mé€ maonitoring
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Whol esal e CBDC

the Bank already provi de s1awlto lad swaelnes tudgitggeitstit aIn sn

at when the Bank cowhlolde@BD @wE&BDbE&nshbusdotoasi

ot ——= + 35 - O MmO

>S5S D®LO S5 O

etihmecr ement al topl dV bdevretrs and RpndonewBT G
CHAPS paymMembeesvhotreantshiatti oan t owards a t ok
systemmpartasreesats f olar antalde shnat ure of i ssuance,

aring and settl ement mow@BDQm@ingiritaalyl v narnt ch etstee r
sysiteeamsBank hosted wCBDC platform or the Bank

ty pitahtifsorwnsl | be a policy demakéon that the
i s important to highlightpayhnaentisn a nodd asyebcsu rwihtc
tl,emenmier ci al ,bamrk pwroinvast eusneodneiyn, t andem with
eyor publ iVwhemoenaesy on t he cenmaostl dindaraisng ueartd
tl ement between FMI particiwhinidnsdiorceccutr s i n ce€
ticipants (and even direct participants who
y on clearing/ sett lceemmeamnrtarhio sbmkndkhewstehpactesspadc
e deposi tc oanameomaintaedy § h t dhwiscdce rpy . Unl ess there
erial shift ioenhhearhdmdaypkyfnnmanacdcadssi nstituti
ected that the use of DLT platform would mate
addition, and as htihgghil n gihpFdies ({ REMMB)FEMiIlIpl e 9 ¢
uld conduct itsceonheghmemanh kemept act nhcal and a
t rarhorb@éaywknot used, an FMI should minimise and
uidity risk acdmmenrgooihelpbv e het hbeeglf FMI s are e
centr al bank money for settl enmeerttsr,alt hbdank eo

a s épractlcaIAgahd,av'/aiItabllagés settleamemti env|

Secumbepgygsiieasor()Spablicfmonephigasreamea, establ i she:
hei rcooomre rnoinaddlyas Ednanci altonsuppaoationbBe settl eme

CSD, pr ovi def aicnitfoirateaatyen | 6 xqaadniadia nlgrd t i currency

ettlement. Thatt i&GSDRd gwl| H’teifdrect ed i n

There shiomnul gr brecipwplldé cy reason to change this apfy
platforms, as |l ong as the relawant hei sleguare maadé¢

omme rmoinaglye mains a fully viable option and sh
based pl atforms t o Tphreovaildtee rtnhaetiirv es ewovuilcde sb.e t

a standal one Isacmkndirsarroebmoavkeodf t en not avail ab
practical for( vDhLdt seert ttlemewmdgh t he use of fiat pa
ul

h

(0)
(0)

entrarmormeywkavail abl e, which would substantially
onseqleardttl y earning and innovation. This applie:
ettl ememctommehneoineglys used as t hgrmeé nitd ynaouwnir foil é e c

Q7wWhat are r edppavwsdemt ot ent i alhofl ler€BtDi€o manldi thioevs ma fg ha
t hese whnofloer€hB D&esi gn?

1Se€PMIRrinciples for Financial Market Infrastructure
2Ccentral Securities Depositories Regulations 2017

3.


https://www.bis.org/cpmi/publ/d101a.pdf
https://www.legislation.gov.uk/uksi/2017/1064
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of interoperable centrSahdbaxk mdmesy.opltn otnhé sDPI ¢
al so necessary, given that motsér lUKng.ssuance i s a
Strong |linkagensnebnedinstyeeche nt r arhorbeaynk expected, in
to maintain finalitwhibeh welesnio thieppowrot & ymietsi gat i n
risk.

lts i mportant to explore bot hb atChiB DiCavwer db emaenfi ibtus
dr awbabkhs neednsobdbeed

Regarding the f uhnoclte &bBa€,i tiite ss hoofulad wal | ow f or :

T Full transferability and conpwebltiidimsunely bet w
that the use of Iliquidity is optimised, and |
6bl ockedbéd for use on DLT based pl at f ofroms, anc

t

exampleg,ul ar settl emen or payments).

T This also applies to transferability between
Il deall vy, it should be possible to hav a si ng¢
an account or in tokenised for ms) WhICh woul
across different DLT platforms and minimise ¢

T At the very |l east, it should be possible to
the day and at some instances throughout the
operations can be synchronised.

T I'n addition, it shoul ddbegppiabtaiti & wehoentehyeera sfiilayt
or i n t ke gfudtraotkeamrfdi espeods i itr st o wCBDC and vice vel
agai n afndl lcordtliexudd) i ttywfdoertmse eonf tnmoeney. Recent
experiments and trials carried out by the ECI
central bank tmordeef femremogmodel s for the purp
settl ements related to trades on Mar ket DLT i
wer e al s oh avsceads eoommsevr c i a | bank money and cent
can be linked to support settlements. This |
mar ket participants havceo mnhneerncaiba#lyuintdyy t @ conv
centraromeawksupport risk management and mini
promoting financial stability.

Regarding the creation tame Baeudllednpatlisoon eoxfp |woQBeD (, h
possidfi Il whet hgr bdreadce gchclhhateeriasler ed/ pl edged by t
who wants to red¢aidaebdivCBorGe«x aang intgr, arho rbeay B h

bal ances

Regarding programmability, it would be interest:i
reqguirements could be permitted and built into t
functionalities to automate conversionsramd swee
(see above), sweeps to ot her cpolmanefrrooimasly lathn dw @ wind e
al so be interesting to analyse which risk manage
design off owCBx@aof{prhieni mi se counterparty and | iqui
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ExXperi mentati on

Wec o mmetnlde BdnkKEngl andds desire t;o fsourp peoxa mpelxep,e rtil
Digital Securities Sandbox has beWe bwveelliléwe cteh aste
pringdgihgl enaj ority of expleetdymeée mteatpir donuds lavo o ldhd tslie o n
and close engagemem® Bwiokil dlmev daonkpranyvi dion ¢
access to ,assappsbpmsandboxes and/or providing s
regulatory or 1|l egal chall enges.

terms of the s wiCtBd Co fpr e@xpmweBaidnkdrythda keen suggest e
me gener al Ini eeapwerbadd wiwd r @ h@armmeérmde Bank establ i
i fied programme of experipmewt det calragdudge byv e
ose which | ook most eaporl oemii sni-tntegn Bd.mnce/awi | maméd ¢ 0  h e
rmmsanage the amount rodq weaxgpdd ifaienpistpet i DinNse and

paantdythis needs to bBbeeuBadketbeaetdi bedmf it t he
taking on a more proactive rol e. 't shoul d he
scussion among FMI participants and also draw
mpl.8&Meedl so encourage the Bank to takei |l earning
e technol oggsisednbwr aelkdamplve t o atbrliealtso.wher e i
urther more, important work on the regulatory an

>0 "W ®» 7T SO0 S>S

I
S
u
t
f
c
b
d
c
t
F

The Bank shewxlperiimehudel ooking at the interoper:
money and central bank money, in line with one o
the ECBO6s recent exploratory-cvacsreks. wlhheirse woourinde rhce
bank moneey unsaeyd bor dinarily for settilneneamtamrod tr a
have a related settlement in central bank money
central Dbank money.

We woulammphaoheei mportance oft @naokirmo satc tti lben ewhd
considering the value odneeccaddtmexpieh @ainenher dhear e
benefboietngd s ebbesy oenxdi st i ngamstearhvdtivhead a vi abl e busines
coud Wp ptoree proposition.

Webel i eve there are a number of experiments that
functionalities and prospective designs of
T Next generation retail infrastructur e, i ncl u
standaxpdbomndtiFaster PaymeRL 8k eRee nfepwdd o dai nxd
more details

f Di gpgtibstee UK FHiundp.et

3¥Q8: Will the proposed hrogprammascfesaxpharismemptos ent i al
centr al bank money?
UK FinanclenlroecpkarmteoSPoweities Tokenisation

3.



https://www.ukfinance.org.uk/policy-and-guidance/reports-and-publications/unlocking-power-securities-tokenisation
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T Synchronisation

T Commerci ambnkbgnkn a DLT platform that can be
securities trades, with settlement taking pl :
with RTGS access

T Jointwiwtolh ki mmhao st tt or iaswsheisashset | edgers to issu
whol e€EBDE@mho

M Standar dsf wor &xampl e, tchoeu |Bda nekn goad g eE nwgil talm dwo r k
baseline the apgatages!"s/f or money. A mirror to
Engineering Task Forece

T Omni mecxcount s

We would recommend the Bank also engadgmasndwi th so
live platforms to | everage | earnings, align and

®For example, Partior was born in 2021 out of Project
clearing and settlement of payments:baBlka plnatffierdml| leas
for payment st iemeakbcllielag irnegalanantelitdemeinty famdinhsansp:
is now auhi ¥eedl bbdber and i s wused nbyornduelrt ippa yemebnatnsk,s
|l everaging commerci al bank money on chain. Partior ai
domestic central bank money platforms and commerci al

3
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Appendil x 1

UK payment volumes

The ot adnie payment s made cionmbtitneerddikddiminl R0O@B. Thes
toogl ace sevewsaadrssystems including CHAPS (on Rea
Settl ement, RTGS) , Faster Paymagts CSBa¢ &®mgcards,
I CS) and cash.

Current customer journeys enable ~49B transactions ’D AN ﬁ
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UK Payment and Settlement Ecosystem Regulators & Supervisors | [ BOE |[ PSR |[ FCA | [PRA ]
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Wholesale bank structures and FMIs
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FigBrelnvestment & whol esale bank structures, UK Finance 2
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Payment markets i global comparisons
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f We have made sever al recommendati ons in respoc¢
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Summary of key recommendations
Critical areas for reform, ensuring UK payment systems evolve to meet future challenges and industry needs > UK Finance

Role of the
regulators
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Governance

We want one regulatory voice, led by the Bank of England, that can provide strategic decision-making on future infrastructure

o Authorities and industry should establish a Payments Infrastructure Coordination Group, led by the Bank, to provide strategic decision-
making and align changes to the UK payments infrastructure with industry needs, whilst prioritising resilience and security.

Excellent delivery capabilities, that can execute on the strategic investment decisions needed for the UK and provide confidence to
those thatinvestin that infrastructure

We need a new delivery model for Pay UK that has:
Afocus on its core role of setting rules and standards, while industry drives the necessary innovation and execution.

Formal industry-led decision-making from senior representatives across industry, to ensure stakeholders funding the changes have
a voice in the delivery of infrastructure changes and can commit to decisions.

Strengthened delivery capabilities with appropriate expertise and resources, in particular around technology, resilience and
procurement requirements, drawn from industry.

Appropnate legal and governance arrangements that provide confidence and commitment to fund, with an agreed budget, working
capital and consequences for underperformance.

The industry needs a strong decision-making role in the development of future infrastructure
o Overhaul Pay.UK governance structure with the right representation and skillset to promote effective decision-making, including:
o Amore appropriate board composition of 50% (or more) industry representation.
o The board collectively need to possess the skils, qualifications, and experience necessary to fulfi their roles.
o Wider representation of other stakeholders (including indirect participants) need to be represented on the board.
o Funding participants need to have decision making authonty on strategic investments at the board. at the board.
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Delivering on a National Payments Vision and Strategy .
Executive Summary »' UK Finance

UK Finance has been working with HMT on the development of a National Payments Vision and Strategy (NPV&S) since it was announced in
2023. The NPV needs to be a mission statement on what we want the UK payments ecosystem to look like; 10-15 years is a realistic time frame
for seeing a Vision materialising. The Strategy should be a living document to ensure that the National Payments Vision has an impact on, and
continue to shape, the payments landscape. The Strategy should be reviewed periodically — every 2-3 years — to ensure it is effective in
achieving the vision.

The Vision and Strategy must be owned by the UK government to give the payments ecosystem, including regulators, industry bodies and fims,
clear direction on key industry initiatives and decisions in the short term. This will require coordination with regulators and engagement with
industry and other stakeholders.

The regulatory requirements and anticipated value of delivering initiatives are not always clearly understood or balanced against the risk and
cost of delivery. In particular when it comes to significant infrastructure changes, hampering the timely and cost-effective execution of the
changes necessary to delivery good outcomes to customers and businesses.

We proposed to HMT that they need to establish a National Payments Forum, led by HMT, to coordinate government and regulatory interest
and requirements and engage industry and stakeholders (see the Annex).

Execution on the Vision and Strategy remains key and requires a very different skill set and group of fiims. There is therefore a need to establish
a Payments Infrastructure Coordination Group, led by the Bank, that can drive the changes needed fo the UK’s payment infrastructure to
enable the execution of the National Payments Vision and Strategy The Group should not be a policy forum, or a delivery vehicle, but aims to
align stakeholders behind the changes and investmenis needed to the UK’s payments infrastructure. The scope will have to be carefully
considered to ensure a focus, as well as an ability to have a holistic view of existing vs new infrastructure, as well as core vs overay services, to
enable a flounshing innovation ecosystem. The delivery of infrastructure that result from agreement through the Payment Infrastructure
Coordination Group is still ineffective (see Appendix 4 on the future delivery model for Pay. UK). We have provided examples of other
partnerships in the Annex.

As noted in the Bank DP, the National Payments Vision will necessarily reflect a broader set of public policy objectives than those relating solely
to the Bank’s mandate. We agree that close engagement with HM Treasury is essential to ensure that, once published, next steps on the Bank 45
Discussion Paper meet their ambitions forthe UK payments landscape as a whole.
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Delivering on a National Payments Vision and Strategy » UK Finance

National Payments Vision and Strategy Forum(s) (led by HMT)

Government and National Payments Forum
Regulatory , , , ,
Strate ay to coordinate govemment and regulatory interests and requirements and engage industry and stakeholders™.
* See Appendix 3 for details we submitted to HMT
Payments Infrastructure Coordination Group (led by the Bank) g;ﬁ(& Executive Director Payments the
Infrastructure to create a coordinated approach fo investment and changes needed 1o the UK's payment infrastructure. The initial Industry: Trade A_ssociati ons
coordination focus should be onthe overlap between existing infrastructure e g. RTGS, the future of Faster Payments, Bacs, ICS Faster Payments: Pay UK CEO
and Link, and future initiatives e.g. the future work on the Regulated Liability Network (RLN) and Digital Pound, as LINK: LINK CEQ
well as consider what is needed o enable the ecosystem of nnovators, Fintechsand overlay services (e.g. digital RLN: RLN Chair
identity and verification and Open Banking) to flounish. Participant: SMF/Executive level: Large
bank, non-bank, small-bank
Further consideration is needed across all industry delivery models to
censider whether more alignment and consolidation can be achieved
I | Scheme Operator: Pay UK CEOQ
The Bank Delivery | . . Infrastructure provider: Vocalink CEO
Delivery (e.g. RTGS, Digital | (eg. g_dnl. y elc.;; - i Participants: Executive decision-
Pound) I . : making level: Large bank, non-bank,
1
\-.____________:SEB_ADBBEE'ES __________________ I small-bank
Innovation Innovation across an ecosystem of innovators, fintechs and overlay services (e.g. digital identity
and verification and Open Banking) 46




Proposed ToR: Payments Infrastructure Coordination Group

Purpose

Role, Objectives and Duties

Format and Structure

Membership and
Representation

Scope

»’ UK Finance

To create a coordinated approach to the investment and changes needed to the UK's payment infrastructure that enables the execution of the Mational
Payments Vision and Strategy.

»  The Group is not a policy forum but provides strategic oversight and direction with the aim to agree an approach to the infrastructure changes needed
between industry delivery model(s) and the Bank, aligned to the authorities’ policy objectives.

»  The Group is not a delivery vehicle but aims to align stakeholders behind the changes needed and secure commit to deliver the se through the
appropriate industry delivery model(s) or the Bank.

» Itformally agree matters for consideration by the Group, including the development of existing or new shared capabilitie s across the UK's payments
infrastructure andfor intiatives agreed through the Mational Payments Forum or with independent regulators.

~  Operate on the principle that its outputs and interventions should represent the needs of all in the sector and accessible beyond its core membership.

Chair: The Bank and Industry Co-Chair.
Secretariate: Joint Bank and Industry PMO secretariat.

Decision-making: The Committee is decision-making, in consultation with the [National Payments Forum] and independent regulators. Authorities should
resolve conflicts between regulator mandates, approaches or initiatives.

Bank of England — Co-Chair

»  Represent the Bank as an infrastructure provider and operator of payment systems and infrastructure.

~  Lead on the delivery and execution of payment infrastructure (where appropriate).

Industry — Co-Chair

~  Collaborate with the Bank to align new technologies and infrastructure changes with regulatory requirements.

~ Lead on the delivery and execution of payment infrastructure (where appropriate).

Government (primarily HMT) - observer

= Set Mational Payments Vision and Strategy, including core customer outcomes and key priorities.

- Represent decision made through the National Payments Forum, and views from government.

Regulators (the Bank, FCA, PSR, but could als o include other government departments and regulators as needed ) — observers
- Represent their own regulatory policy positions and supervisory interests.

= Represent views from the independent regulators.

Other stakeholders (other users and suppliers of payments infrastructure — e.g. Trade Associations and FMIs)
»  Represent other infrastructure providers required to act upon decisions made through the Group.

= The initial focus should be on the overlap between existing infrastructure e.g. RTGS, the future of Faster Payments, Bacs. ICS and Link, and future
initiatives e g. the future work on the Regulated Liability Metwork (RLM) and Digital Pound, as well as consider what is needed to enable the ecosystem
of innovators, Fintechs and overlay services (e.g. digital identity and verification and Open Banking) to flourish.
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Delivering on a National Payments Vision and Strategy
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National Payments Vision & Strategy » UK Finance

Approach and key assumptions

+ National Payments Vision — A mission statement on what we want the UK paymenis ecosystem to look like; 10-15 years is a realistic iime
frame for seeing a Vision materialising.

» The NPV needs to be outcomes focused - This should set out what we expect ithe UK payments ecosystem to delver for users of
payments, while delivering growth and innovation, as a result of implementing the NPV and Strategy. This includes customers of payments
i.e. consumers, businesses and govemment as user (not the payments industry or government as policymaker). Outcomes should be written
in understandable terms for consumers and should be quantifiable.

*  The NPV will require pre-conditions (or principles) - We need agreement on what needs to be true for individual industry initiatives on the
Roadmap to be progressed or commenced with confidence. Not every element needs to be present for all initiatives, but it is an important
checklist to sense check feasibility.
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* The scope of the NPV — The scope needs to be as wide as necessary to achieve the Vision and to ensure in particular that resilience of the
ecosystem is secured. It should consider both current (e .g. NPA) and future initiatves (e_g. the Digital Pound and Regulated Liability Network
(RLN)), as well as cross-cutting requirements such as digital identity and verification.

+ The NPV needs to be underpinned by a National Strategy — Aliving document to ensure that the National Payments Vision has an impact
on, and continue to shape, the payments landscape. This must be owned by the UK government to give the payments ecosystem, including
regulators, indusiry bodies and firms, clear direction on Key industry initiatives and decisions in the short term. The Strategy should be
reviewed periodically — every 2-3 years — to ensure it is effective in achieving the NPV

« We have adapted the last two stages of the Enabling Better Infrastructure framework to build towards a Strategy including:

Stage 2 — conduct a thorough Needs Assessment. This stage assesses the cument performance gap, provides broad options within the
financial envelope, and looks at the impact of options on future affordability.

Stage 3 — develop the Strategy, requiring stakeholders o be involved in appraising options, and prioritising initiatives according to costs,
benefits and long-term affordability. This will require a well-developed govemance model to ensure ownership, roles/responsibilities and
monitoring are secured. 49
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