The FSI's nostrum was a Payments System Board (PSB) set up within
the Reserve Bank, with statutory powers over system efficiency,
technology and competition. APCA, the card schemes and BPAY
would govern their respective systems within this policy framework.
And so, around 10 years ago, the governance pendulum swung to the
right in favour of greater public involvement. Now, surely, the problem
was solved.

Well, apparently not. In 2005, with the PSB in place for six years, the
Reserve Bank was again casting around for governance solutions:

"APCA itself, as an organisation, has relatively little authority, with the
decision-making powers resting in the hands of the member institutions
that make up the Board and the various management committees.

... Is there a case for a private-sector central body that has a broader
mandate than simply being the keeper of the rules? This mandate
could include promotion of various payment systems, the facilitation

of access, and provision of leadership on some technology issues.”

Dr Philip Lowe, Assistant Governor (Financial System), Reserve Bank
of Australia, 16 September 2005(4)

At the same time, payments participants were reconsidering system
governance in card payments as Visa and MasterCard took on more
commercial and competitive positioning. Over several years, APCA
coordinated the development of new governance frameworks to
improve access and competition in the ATM system — the ATM Access
Code — and to provide a business development focus for the EFTPOS
system in the face of increasing competition from international card
schemes — EFTPOS Payments Australia Limited. Both developments
were strongly supported by the Reserve Bank.

In fact, payments system governance developments have
accelerated in recent years. The international card schemes have
demutualised and commercialised, leading to a much stronger
focus on international business development. BPAY and Cardlink
have merged, to provide a stronger payment operations scheme

to support MAMBO, BPAY’s major new consumer payments
development. APCA is now establishing a new governance
framework for an industry-wide Community of Interest Network
(COIN) — a communications layer open for use by all retail, consumer
and bulk payment systems.

And yet, in 2009 the Governor remains troubled by the “governance
question”. The good news is that the particular problems he articulates
— how to effect innovation and pro-competitive reform in Australian
ATM and EFTPOS networks — are already being addressed by the
industry. But clearly, broader structural concerns remain.

Competition and governance

So, are we there yet? That rather depends on where you want to

get to. We need to tease out what system governance really means.

It turns out that this vitally depends on quite a different question, which
is this: should payment systems compete with each other?

Past governance debates tended to have a “utility” flavour to them —
Payment systems were seen as basic infrastructure, with relatively little
contestability between various systems — all the competitive action
happened among payment institutions using the systems to offer
payment services.

In the “utility” system view, there is a need to drive innovation and
efficiency in payment services by encouraging greater competition
amongst institutions. But at the same time, there is a need to promote
effective coordination across these intense competitors, because that
is the only way to promote evolution of the underlying (utility) payments
system. Coordination can be done by the industry itself — which is often
called “self-regulation” — or, it can be done by the regulator.

The thinking behind the establishment of the PSB largely followed this
“utility” system view. Payment services were to be made more efficient
by exposing banks to more competition; evolution of the underlying
system was to be achieved through “specific performance benchmarks
and clear public policy objectives” backed by statutory powers:(©)

“Open architecture will be critical to effective competition. Substantial
cost savings in the payments system should be achievable through
giving the PSB a clear mandate to improve payment system
efficiency.”(6)

Governance was therefore conceived as the way to achieve system
evolution by ensuring coordination amongst the competing banks
and other payment institutions. Hence the replacement of an advisory
council with a muscular PSB: in the absence of commercial incentives
towards coordination there seems to have been an expectation

that there would be substantial government involvement, directly or
indirectly.

The problem with the utility system view is that the world has moved
on. Payment systems are no longer just the platforms for participant
competition — they are competitors and increasingly commercial,
profit-oriented ones to boot. This is clear from a glance at the railway
billboard encouraging commuters to put it on BPAY, or the prime-
time TV ads for Visa and MasterCard — “goes where EFTPOS can’t”.
If payment systems are intense competitors, how should they be
governed?

In some ways, this makes payments system governance less of a
conundrum. A properly competitive market for payment systems and
instruments should drive system efficiency and system innovation, and
this means the need to provide governance or regulatory incentives
for system evolution — the FSI's “specific performance benchmarks” —
should reduce.

The industry governance challenge is principally to protect and
enhance competition amongst systems. Ironically given its
antecedents, much of the PSB’s work since its inception has had
this goal: to enhance competition amongst card schemes. Examples
are changes to the surcharging and honour-all cards rules, as well
as support for industry moves to establish EPAL and provide a new
alternative for online payments.

To borrow Governor Stevens’ words, someone still needs to think
about the benefit to the system as a whole with the power to effect
change. But in a world of system competition, the thought process is
likely to be very different. Instead of trying to prescribe overall strategy,
it will focus on setting the “rules of play” — minimum standards for

all systems — and on promoting inter-system competition through
common standards and ubiquitous connectivity. Each competing
system should then be incentivised to design and execute its own
forward evolution. All these issues are well and truly top-of-mind for the
industry, as a review of the proceedings of the Card Payments Forum(?)
and the Low Value Payments Roadmap®@ will attest.

So we may not quite be there, but we have certainly come a long way.
If the new system governance structures now coming on stream evolve
as they should, and we continue to see the healthy levels of industry
coordination on larger industry direction issues of the last few years,

we may finally be able to stop talking about governance.

(1) www.rba.gov.au/PublicationsAndResearch/Bulletin/bu_apr09/Pdf/bu_0409_3.pdf
(2) APCA Annual Report 1992, p5.

(3) FSI Final Report, March 1997, p386.

(4) rba.gov.au/Speeches/2005/sp_ag_160905.html

(5) FSI Final Report Section 9.3,

©6)Id., p411.

(7) cardpaymentsforum.com.au

(8) apca.com.au
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One of APCA's major initiatives for 2009 and beyond is the
development of the Community of Interest Network (COIN). The COIN
is next generation connectivity for Australian payments — a network
cloud using Internet Protocol to replace bilateral links using X.25
protocol. Initially created to handle ATM/EFTPOS real-time messages
between financial institutions, it will also be used for cheque and
direct entry transaction files.

There are two major components of APCA's work associated with
the COIN. One is the development of the governance arrangements,
procedures and rules. The other is transitioning member traffic from
their old physical connectivity to the COIN.

The COIN is an industry-based tactical response to the impending “end
of life” for existing X.25 based connectivity. Other solutions are possible,
in particular, use of the SWIFT network for cheque and direct entry
transaction files. But the COIN is the default option and as a result, will
occupy significant member time and resources going forward.

However, the COIN is more than a tactical response. It is also one
component of the Low Value Payments Roadmap, colloquially known
as “the LVP Roadmap”, released by APCA in December 2008. With a
particular focus on the direct entry system and cheques, the Roadmap
was a result of consultation undertaken by APCA with industry
stakeholders throughout 2008. It outlines a vision, framework and
long-term agenda for industry collaborative work. It is premised on

the idea that industry direction work by APCA can help guide future
industry collaborative work, assist investment decisions and inform
users and stakeholders of future industry direction.

Why an LVP Roadmap?

The spark for creating the LVP Roadmap was a perceived need
identified by APCA members to address a number of historic issues
associated with the cheque and direct entry clearing systems including
declining cheque volumes, the existing bilateral architecture and risks
associated with overnight settlement. Opportunities presented by

new international messaging standards such as ISO 20022 and the
aforementioned “end of life” for existing connectivity technology also
emerged as critical issues during the consultation process.

Underlying all these issues was an acceptance that systemic
innovation in network industries is not necessarily spontaneous and
at times requires coordination. Yet there was also an acceptance of
the criticality of promoting competition to foster product innovation
and efficiency.

Developing the Roadmap
Balancing the expectation between identifying areas for industry
collaborative work with promotion of competition demanded a

. focused yet open consultative process from APCA.

A working group of APCA members was established to oversee this
work. The process included the publication of a consultation paper in
May 2008 and a seminar in June 2008. The consultation paper invited
written submissions, with over 20 received from a wide assortment of
industry stakeholders. The working group reviewed the submissions
and in turn developed the LVP Roadmap, which was approved by the
APCA board in December 2008.



2018 Vision

The LVP Roadmap has a number of elements. These include
i) a vision for 2018, based on anticipated user and participant
expectations; ii) a topology for understanding the various competitive
and collaborative layers; and iii) a solution path for the coming years,
including a number of tactical initiatives within a strategic framework.

Though technology will radically transform what is achievable, the
consultation suggested that the basic expectations of future users
and participants will remain essentially what they are today. Users
will continue to expect reliability, security, efficiency and convenience.
Similarly, participants will be looking for a system that provides
business potential, is globally aligned and enables risks to be
managed.

The challenge for the 2018 vision is promoting innovation and choice
in customer service while ensuring stability and efficiency in the
underlying system. These two goals are to some degree in tension:
on the one hand, customers will demand service innovation, diversity
and contestability, leading to great complexity in payment products
and services; and on the other hand, customers will expect system
reliability, ubiquity and efficiency.

Topology for Competition and Coordination

The LVP Roadmap set out a topology, shown below, that seeks to
identify the layers within low value payments and the degree to which
competition and coordination are needed.

Components near the top of the topology are “user-facing”. It is
here that diversity and contestability will yield the improvements in
efficiency and innovation.

Nearer to the bottom are those components that require some
element of coordination. Coordination may be delivered by
government, regulators or else through industry collaboration. These
components include settlement, messaging and physical network
connectivity.

Solution Path
The COIN represents the new physical connectivity and is but one
part of the “solution path” outlined in the LVP Roadmap.

A significant settlement issue arising from the consultation process
is the risks presented by the 9am next day settlement. APCA is
working with its members and the Reserve Bank (RBA) on the RBA's
“Low Value Payments Feeder” initiative, which will likely open up
opportunities in the medium-term for more frequent settlement and,
potentially, new “real-time” payment products and services.

PAYMENT SYSTEM TOPOLOGY
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An issue raised in the consultation was the restrictions associated
with current direct entry messaging, in particular the limited number
of characters for transaction reference information. The emergence of
new international messaging standards, such as ISO 20022, presents
potential opportunities and challenges, particularly if major users,
such as large corporates demand alignment between domestic and
international standards.

To this end, the solution path proposes the development of a
messaging library, with the initial step being mapping and gap
analysis work. This will facilitate an informed industry dialogue around
the direction of messaging standards in Australia in the years to come.

The decline in cheque volumes was acknowledged in the
consultation. There was a general consensus that the current direct
entry system was not yet a “cheque replacement” for some routine
payment activities and that a managed, orderly exit from cheques
was preferable to a “rush to the door”. To this end, the LVP Roadmap
recommends a project looking more closely at the future of paper
payments. This would involve development of a long-term strategy
by the end of 2010 for the management of the decline of paper
payments, possibly including consideration of electronic alternatives
and measures to reduce processing unit costs.

Conclusion

Some of the tactical solutions being advanced now, such as

the COIN, address immediate issues, while other matters such

as messaging standards, are more longer-term concerns. The
sequencing and decision steps in the LVP Roadmap provide a
measured approach towards the 2018 vision, with clear decision
points along the way. It enables the short-term and medium-term
tactical solutions, such as the COIN, to become building blocks
towards creation of a platform for longer-term strategic work, such as
consideration of new standard payment types and long-term network
evolution. Both the vision and solution path will require periodic
assessment in light of changes to the competitive market, technology
and other environmental factors.

It remains APCA’s conviction that the industry consensus around the
vision and priorities for action sets the industry on a sound, globally
competitive pathway to the future.
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The credit crunch of 2007-08 turned malignant in the final months of
2008 to become a worldwide financial crisis. The collapse of Lehman
Brothers on 15 September 2008 proved the tipping point, driving a
massive loss of confidence in financial services globally. The next six
months became a flurry of mergers and rescue packages throughout
the world. Australia escaped relatively unscathed compared to the
deep structural changes occurring within the United States, United
Kingdom and Europe.

By March 2009, conditions in global financial services had stabilised.
However, prospects for the world economy remained uncertain as
of mid-2009. GDP growth rates in the first quarter of 2009 were
negative in most of the developed world (with Australia again being
the exception, maintaining positive growth for the first half of 2009).

Payments system resiliency
Though the depth and severity of the current economic downturn
has yet to play itself out, the shock of the recent events to the world

US President Barack Obama, financial system remains unquestionable.
24 March 2009

Yet throughout this period, the international payments system proved
resilient. In its April 2009 Payment Systems Oversight Report,

for instance, the Bank of England said that despite the distress
experienced within individual institutions and throughout the financial
system, the payments system “did not act as a channel of contagion”.

Toughness of the payments system is a tribute to previous and
current industry participants which have built industry collaborative
institutions that have withstood the current crisis. The future challenge
is to continuously improve on these arrangements to deliver effective
and efficient payment systems in a rapidly changing and increasingly
challenging environment.

Regulatory response

The financial and economic crisis has seen a strong response from
governments and regulators worldwide seeking to manage the
fallout. The political response in a time of crisis can set the regulatory
framework for decades to come.

Interestingly, the strength of the payments system was highlighted
by the absence of payments and settlements from the agenda

of the G20 Summit in April 2009 in London. There, developed
countries, including Australia, agreed to an ambitious agenda

for financial stability, new institutions and greater international
coordination to address the current crisis and prevent future ones.
Though tax havens, prudential requirements, corporate governance,
risk management, credit rating agency regulation and accounting
standards were all identified as areas requiring major reform in the
final G20 communiqué — payments and settlement infrastructure did
not rate attention.
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While the G20 leaders did not specifically identify payments as
requiring serious regulatory attention, there remain other indications
that payments may get caught up in the more general trend towards
tougher regulation. Similarly, major financial institutions are in for
some challenging times as world political leaders construct a new
regulatory architecture.

One area being swept up in the current pro-regulatory cycle is
payment cards, often as a result of vocal criticisms from merchant
representatives. On 22 May 2009, US President Barack Obama
signed the Credit Card Accountability Responsibility and Disclosure
(CARD) Act of 2009. This legislation introduces a number of
consumer protection measures including prohibiting certain fee and
interest charge practices. A Canadian Senate Committee reported
in June 2009 on the need for similar consumer protections in credit
cards. The Committee also made recommendations about permitting
merchant surcharging, though it did not specifically recommend the
need to set credit card interchange fees.

Competition regulators in Europe and New Zealand are also pushing
for changes to card scheme fees and practices. MasterCard Europe
and the European Commission announced they had reached an
understanding on cross-border interchange fees, to be effective

1 July 2009. As part of the understanding, MasterCard Europe
announced that its intra-European Economic Area cross-border
interchange fees would be no more than 30 basis points for credit
cards and 20 basis points for debit cards. New Zealand Commerce
Commission reached settlements with both VISA and MasterCard in
August 2009, where the schemes agreed to alter their rules in New
Zealand to permit merchant surcharging and enable issuers to set
their own interchange rates subject to scheme-wide caps.

Payment system trends

Users also responded to the external financial and economic
conditions. These saw two types of payment trends — short-term
cyclical declines amongst certain instruments and channels as a
result of deteriorating economic conditions and a continuation of
long-term structural moves away from paper payments and towards
card and electronic payments.

Global payment volumes did decline. SWIFT reported the first-ever
drop in volumes in its 37-year existence. Data from UK Payments
Administration (previously APACS) for the 12 months ending June
2009 notes that within CHAPS, the high-value RTGS system for the
UK, values declined by 37 per cent — a clear reflection of underlying
economic conditions that were deteriorating throughout 2008-09.
Similarly, cheque values in the UK declined by 13 per cent during
the 12 months to June 2009, but as part of a longer term decline in
paper payment use since the early 1990s.

Conversely, the bulk electronic system in the UK, BACS, saw values
actually rise by 2 per cent in the 12 months to June 2009. Faster
Payments, which began in May 2008, saw a fourfold increase in
monthly values between June 2008 and June 2009, pointing towards
future growth. Direct entry volumes in Australia actually rose between
May 2008 and May 2009, though values declined slightly.

In both North America and Europe, debit cards transactions continued
to grow stronger than comparable numbers for credit cards. For
example in the UK, the number of credit card purchases fell by

1.1% in 2008 from 2007 and total spending fell by 0.3%. Conversely,
the value of spend on debit cards rose by 9.2% for the same period.
Australia has seen similar trends, with credit card volumes and values
static between 2007 and 2009, while debit cards have been enjoying
double-digit growth in terms of both volumes and values.

The current economic downturn and its impact on users in major
markets makes distilling cyclical and structural trends in cards
somewhat difficult. Though the shift to debit was identified prior to
the current crisis, time will tell whether the most recent consumer
shift towards debit is primarily in response to current economic
circumstances or part of the longer-term trend identified earlier
this decade.

Industry collaboration

As governments, regulators and users have all responded to

the crisis and its aftermath, so too has the payments industry.

As already mentioned, the existing system has proven resilient to
the crisis. However it is not only a matter of time before economic
conditions improve and the demands for innovation, efficiency
and competition grow.

It has often been through industry collaboration that the platform

for innovation, efficiency and growth is established. As the “green
shoots” grow, then the payments industry needs to position itself for
future opportunities. The global financial crisis (GFC) has meant that,
for the moment, governments and regulators have put competition
concerns on the backburner as they address stability issues.
However as economies recover we should expect a renewed focus
on competition, as the GFC has reduced diversity within the market
place through industry rationalisation.

Addressing concerns for competition, efficiency, innovation and
growth is being facilitated overseas through new governance
structures, commercialised schemes and new payment instruments.
In the UK, the Payments Council received an overall positive
assessment from the Office of Fair Trading, locking in a legitimate
self-regulatory governance framework from innovation. In Canada,
Interac, which operates the domestic debit card scheme in Canada,
is seeking to change its current mutual structure to a for-profit
structure to better position it to compete with the international card
schemes. Cross-border industry collaboration, though even more
challenging, will bear fruit with the proposed launch of SEPA Direct
Debits in November 2009. New collaborative initiatives, such as the
International Payments Framework (IPF), are seeking to facilitate
cross-border payments.

Challenges going forward

Though payments were not swept up in the resulting regulatory
response of the crisis, payment card systems are evolving and remain
front of mind for government regulators throughout the developed
world. The recent “status quo” decision by the Reserve Bank of
Australia on interchange fee regulation will likely see less interest in
Australian developments as other countries move to regulate credit
card fees and practices domestically.

The impact of deteriorating economic conditions on users have

injected a cyclical element into the long terms trends away from
paper based payments and towards cards (especially debit) and
electronic payments.

Lastly, the challenge for industry remains in identifying and driving
collaborative efforts, in the face of these challenging economic and
regulatory conditions, that can meet the demanded improvements to
drive innovation, competition and efficiency.
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Actwities and,

Achievements

This section provides an overview

of this year’s activities and
achievements.

Reflecting our broad “depth of field”, we cover the
recent evolution of APCA’s five payment clearing
systems, the major industry policy and structure
developments, our efforts to consult with the broader

stakeholder community and our regular corporate
activities. It is quite a compendium!

The following pages summarise the main
developments.

\ Clearing Systems Developments
\ Industry Priorities
\ Consultation and Community Engagement

\ Corporate Activities
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In Focus:

Administering and regulating
APCA clearing systems so
as to enhance their safety,
reliability, equity, efficiency
and convenience.

Clearing Systems Developments

2008-2009 was a year of significant structural
and regulatory change in the payments system,
as outlined under “Industry Priorities”. But with
much less visibility, APCA also continued its
incremental enhancement of the five clearing
systems, as outlined below.

\ As part of implementation of the account switching package,
amendments were made to the BECS Procedures effective
1 November 2008 to place obligations on financial institutions
to assist customers switching their direct debit and direct credit
arrangements to another account.

\ Extensive system changes were made in CECS to provide for the
introduction of direct charging at ATMs on 3 March 2009. APCA
coordinated the reprogramming of more than 26,500 ATMs across
Australia, industry-wide testing and two pilot programmes. Every
ATM owner and most card issuers were involved in implementing
the changes.

\ Increasingly Pre-paid and Gift Card programs are using the
EFTPOS system to facilitate their transaction processing.
Amendments were made to the CECS Manual to identify “Pre-
paid cards” as a separate category and to define an appropriate
operational framework for clearing and settling these transactions.

\ CECS members exchange information about the settlement and
routing arrangements of payment cards used in CECS. To automate
the process of disseminating this information, a new BIN database
and a central repository of card data were established during the year.

\ The CECS device approval standards covering ATMs and EFTPOS
terminals were reviewed to assess the feasibility of bringing them
into line with the PCI security standards used by the international
credit card schemes. Following detailed analysis, it was agreed to
retain the current CECS standards due to the additional security
they provide.




\ Key Injection Facilities (KIFs) load cryptographic keys into ATMs,
EFTPOS terminals and other card-activated devices. The various
technical and operational standards for doing this securely were
brought into alignment during the year. This is the first step towards
simplifying the process of auditing KIFs for CECS members.

\ Preparations were made for the new message type SWIFT is
implementing in November 2009. “MT 202 COV” will require
financial institutions to include originator and beneficiary details
when they send fund transfer instructions for cover payments.
Amendments were drafted to the HVCS Procedures and, together
with the Reserve Bank, APCA has developed a testing strategy to
provide guidance to HVCS members.

\ Amendments were made to the HVCS Procedures effective
1 January 2009, to tighten up requirements on members to
maintain high reliability and achieve prompt resumption of
payments processing following any disruption to their high value
payments system.

\ As part of crisis management, a new ACDES business continuity
plan was developed for managing cash distribution in the event
of a major disruptive event. The plan covers arrangements for
a natural disaster, a pandemic, and where concerns about the
viability of a financial institution may lead to a run on cash.

\ Under existing arrangements, the Royal Australian Mint (RAM)
supplies coin to the ACDES banks through a separate agreement
it has with the Reserve Bank. As these arrangements are due to
expire in 2011, ACDES banks have been working with the RAM on
new arrangements to supply them with coin directly.

In Focus:

Developing and advocating

n
payments system.

Industry Priorities

A number of large scale challenges that have
been under way for several years came to
fruition in 2008-2009. These cover the field of
APCA’s activities in support of payment system
enhancement: industry policy, self-regulation and
industry change management. The highlights
appear below.

ATM reforms launched

The work on ATM reforms commenced in 2007 was completed by
the set implementation date of 3 March 2009. The reforms, which
were developed by the industry and the Reserve Bank, comprise
the introduction of direct charging in place of interchange fees, and
access reform.

Under direct charging, the fee for a foreign ATM transaction must be
disclosed on screen and is paid directly to the ATM owner. APCA led
the technical design and implementation, managed the roll-out of
software changes to every ATM in Australia and coordinated the “See
the Fee” cardholder education campaign. The ATM Access Code
developed as part of access reform makes it easier for new entrants
to participate directly in Australia’s ATM network

(see http://www.atmaccesscode.com.au).

A roadmap for the low value payments (LVP)

APCA released Low Value Payments Roadmap in December 2008.
The Roadmap sets out a strategic vision and solution path for the
evolution of Australia’s electronic payments system. It followed

an in-depth consultation process with a broad range of industry
stakeholders and is a clear example of APCA’s industry direction and
thought leadership role. (See “The future of low value payments”.)

Implementing the LVP Roadmap

As part of the work to implement the LVP Roadmap’s proposals,
work has commenced on establishing an industry Community

of Interest Network (COIN) to replace the existing “end-of-life”
telecommunications technology supporting the cheque, direct entry
and card payment systems. In addition to facilitating access for
new entrants, the new integrated IP based network will significantly
reduce maintenance costs for participants. Together with the
Reserve Bank and system participants, we are also exploring ways
to use the Reserve Bank’s enhanced settlement capabilities in
RITS to implement same-day settlement in the low value payment
systems. The initial focus is on reducing settlement risk in BECS.
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Activities and, Achievements
(contirued,)

Industry Priorities (continued)

Transaction account switching

APCA provided significant policy support for the transaction account
switching package which came into effect in November 2008. This
package enables customers to switch more easily from one financial
institution to another. As part of its policy and communications role,
APCA provided regular reports to the Reserve Bank and Treasury,
coordinated media around the account switching launch, and
provided information for consumers through its website.

Card scheme account switching

Following a Government request to extend account switching

to card schemes, APCA successfully coordinated the industry
response. By March 2009, a package of industry-development
initiatives was agreed, including improved customer relations
protocols, merchant information and consumer education materials
including generic templates. Most of these initiatives will be
implemented by December 2009 and are expected to provide
significant assistance to customers wishing to switch their regular
payments between credit card accounts.

New company to manage EFTPOS system

A separate company, EFTPOS Payments Australia Limited (EPAL)
was established on 14 April 2009 to manage and promote the
Australian debit card system. APCA played a pivotal role in
coordinating effort to design a domestic card scheme governance
structure to ensure EFTPOS remains a vibrant and competitive
alternative to the international card schemes. The governance
structure provides for three independent directors and collaborative
industry management. APCA is providing transitional support to
EPAL during the company’s establishment phase.

Online payment alternatives

In the context of requests from the Reserve Bank for the industry
to develop new online payment alternatives, APCA analysed the
competitive dynamics of the existing online payments market in
Australia, reviewed overseas comparisons and sought to identify
service gaps for future consideration by industry participants. The
study found that opportunities exist for a new online debit service
offering immediate assurance of value to the merchant and which
is capable of quickly developing domestic reach. The results of the
analysis were published in August 2009 with the release of Online
Payments: What’s Next? as a contribution to industry debate on this
important topic.

Chip cards making their mark

The Chip Payments Programme for Australia (CPPA) established in
January 2008 provides industry wide coordination and infrastructure
for Australia’s migration from magnetic stripe to chip cards. In
addition to minimising risk of problems in transition to chip, the
CPPA’s focus is on ensuring the best possible customer experience
for cardholders. A chip marque has been developed by the CPPA
to assist consumers when using EFTPOS terminals that can
process chip payment cards. The marque makes it clear that chip
cardholders need to insert, rather than swipe, their card and leave it
in the terminal until the transaction is completed.

Countering fraud

APCA’s fraud committee monitors fraud trends, identifies areas of
risk, and develops measures to counter fraud within APCA'’s clearing
systems. Following a reassessment of its role during the year, the
fraud committee’s focus has been broadened to cover payments
related fraud more widely, and its remit extended to include other
types of fraud such as lending fraud and e-Fraud.

In line with international trends, Australia’s payments fraud statistics
have shown increasing Card Not Present and Counterfeit/Skimming
fraud. Industry measures to counter these types of fraud include

the roll-out of chip cards, additional authentication techniques for
internet payments (Verified-by-Visa and MasterCard’s SecureCode),
and through security measures at ATMs. To support these initiatives,
APCA is developing a “protect your PIN” campaign to increase
cardholder awareness as well as encouraging the take-up of
additional authentication measures.



In Focus:

Promoting community
understanding of payment
systems and instilling
community and regulator

confidence in payments
industry self-regulation.

Consultation and Community

Engagement

As APCA’s role broadens beyond the traditional
focus on technical and operational efficiency

in five clearing systems, effective engagement
with the full range of payment system users and
operators becomes even more important. This
section highlights our consultation efforts in the
year of review.

Card Payments Forum

The Card Payments Forum was established in August 2008 to
promote industry debate on efficiency and competitiveness in

the Australian payment card markets. The Forum met in October
2008 and March 2009 for one-day sessions, bringing together
key stakeholders in the card payments system including financial
institutions, merchants, card schemes, consumer groups and
industry associations. Discussions took place on the future direction
of public policy in card payments focusing on ways to promote
innovation and system evolution over the long term while ensuring
healthy competition.

Forum participants strongly endorse the ongoing role of the Forum
as a clearing house for ideas, intelligence and initiatives. As an
ongoing contribution to open debate about system issues, the
Forum adopted a communications protocol which provides for the
publication of Forum information including research and discussion
documents. A new website (see www.cardpaymentsforum.com.au)
was launched in May 2009 for this purpose.

Liaison with regulators

APCA maintains ongoing relations with regulatory bodies and other
government departments. Under a formal liaison agreement with the
Reserve Bank (RBA), regular meetings are held with the Payments
Policy Department. In addition to the RBA, we regularly liaise with
the Australian Consumer and Competition Commission (ACCC), the
Australian Securities and Investments Commission (ASIC) and the
Australian Prudential Regulation Authority (APRA) to communicate
industry positions and views on payment systems developments.

In the lead-up to the implementation of ATM reforms, we provided
briefings on the introduction of direct charging to ministerial and
opposition offices, relevant government departments and regulatory
agencies. We also consulted with Commonwealth Treasury on the
account switching package and the Commonwealth Department of
Human Services on the new BasicsCard.

Internationally

APCA hosted briefing sessions for several international visitors
including government delegations and regulatory officials from
Brunei, Indonesia and South Africa and industry bodies from New
Zealand and South Korea. At the invitation of the Bank of Indonesia,
in June 2009 APCA facilitated a two-day workshop in Indonesia

for 60 participants from the Bank and representatives from local
financial institutions on payments policy and regulation.

Submissions

APCA made a number of submissions to industry consultative
processes during the year including on the review of the Banking
Code of Conduct and ASIC’s review of the EFT Code of Conduct.

APCA followed up its June 2008 submission to the Reserve Bank
of Australia Review with on-going dialogue and interaction with the
regulator on the desirability of stepping back from interchange fee
regulation and permitting competitive forces to operate within card
payments. The participation of Reserve Bank officers in the Card
Payments Forum has been an important aspect of this.

APCA also made a submission and appeared in August 2008 before
the House of Representatives Economics Committee’s Inquiry

into Banking and Non-Banking Competition, noting the relative
benefits of the then impending account switching package. We also
consulted with ASIC on how to most effectively address regulator
concerns over the issue of mistaken payments.
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Activities and, Achievements
(contirued,)

Consultation and Community Engagement
(continued)

Stakeholder engagement review

We maintain close relations with a wide range of stakeholders
outside of APCA’'s membership including industry associations, the
international card schemes, consumer representative bodies and
payments providers.

APCA’s formal stakeholder engagement arrangements were
reviewed during the year. The review explored structures and
practices that would enhance APCA’s responsiveness and
understanding of stakeholder needs. As part of this process, the role
of the three advisory councils, the widening nature of APCA’s work
and the interest of “newer” external stakeholders such as consumer
groups were considered. Final recommendations from the review are
expected in late 2009.

International Council of Payment Association Chief
Executives (ICPACE)

The annual meeting of ICPACE was held in the UK in September
2008. These round-table sessions provide a forum for senior
representatives from overseas payment associations to exchange
information and experiences on payments system developments.
An extraordinary meeting, attended by Australia, Canada, Ireland,
South Africa, the UK and the USA was held in the margins of the
NACHA Conference in Paris in February 2009 to consider the global
financial crisis and its possible implications for the future regulation
of payments systems.

Public education and consumer awareness

Significant media interest was generated by payments developments
directly affecting consumers in particular the introduction of

direct charging at ATMs and the account switching package. The
resulting coverage and public debate helped to increase consumer
awareness on these important changes. A mini-website was
launched as part of the industry “See the Fee” cardholder education
campaign to help inform consumers about direct charging.

APCA also keeps the public informed through its annual reviews,
the quarterly publication Payments Monitor and the website. With
the Second Quarter 2009 issue, the Payments Monitor became an
interactive newsletter published exclusively online, to make it easily
accessible to the broader community.

Representing the industry

EMVCo Board of Advisors

APCA was appointed the representative for Australia on the EMVCo
Board of Advisors in September 2008. In this capacity, APCA is

the conduit for disseminating information between EMVCo and its
Australian stakeholders. EMVCo developed the EMV specification,
which is the internationally recognised as the global standard for
chip card payments.

Banking and Finance Infrastructure Assurance Advisory

Group (BFAG)

APCA is a participant of BFAG which operates through the Attorney
General’s Critical Infrastructure Protection Branch. This group shares
information on common threats and vulnerabilities to critical banking
and finance functions and considers ways to address

these at an industry level. This year’s various exercises included
pandemic planning.

Technical and security standards

APCA participates on a number of external working groups and
committees developing technical and security standards for financial
transactions including:

\ ISO/TCB8/SC2/Working Group 11, ISO/TC68/SC2/Working Group 13.

\ Standards Australia Committee IT/5, Standards Australia
Committee IT/5/3, Standards Australia Working Group IT/5/4,
Standards Australia Working Group 1T/5/8.

\ SWIFT Australia: National Member Group; User Group; and
National Member Group Standards Subcommittee.



In Focus:

Maintaining and enhancing
APCA’s organisational
capability to deliver its Core
Principles and corporate goals.

Corporate Activities

This section outlines recent developments in the
platforms, resources and structures that go to
make up APCA and enable its work for members
and for the payments system.

Strategy Review
APCA’s Core Principles, first developed in February 2007, were
reviewed by the APCA board in November 2008.

The Core Principles were re-endorsed with changes agreed that
reflect APCA's role in identifying opportunities for members and
providing thought leadership on payments.

APCA undertook the development of a new 2009-2012 Corporate
Strategy, approved by the APCA board in March 2009. The Strategy
identifies how best to give effect to APCA’s Core Principles in a
challenging and changing external environment. It reflects APCA’'s
evolution beyond its traditional clearing system administration role to
include industry policy and industry change management activities
across the payments system.

New Auditors

PricewaterhouseCoopers has served as the company’s independent
auditors since APCA'’s inception in 1992. As part of good corporate
governance, which requires periodic review of audit arrangements,
an audit tender process was undertaken during the year. Following
an intensive review of accounting firms, the APCA board considered
it timely to recommend the appointment of Deloitte as new auditors,
with effect from the financial year ending 2010.

New database system

The collection, analysis and reporting of statistics is a key function

of APCA’s Operations area. Work has commenced on building a

new database system to provide a central repository for statistics
collections. The new system establishes a platform for secure internet-
based input, automated reporting and improved data analysis.

Automating processes

Several manual processes were automated during the year
improving efficiency for both members and internal operational
staff. The upgrades to operational systems used in APCS, BECS
and CECS provided members with greater availability and faster
response times.

Video conferencing

APCA holds close to 100 regular meetings each year including
board, management and other committees, sub-committees,
advisory council and working group meetings. Video conference
facilities were installed during the year to provide flexibility for
members and other participants located interstate.
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In Focus:

Promoting adoption by

the industry of technical
standards that maximise
payments system safety,
reliability, and efficiency.

The payments system, both
domestically and internationally,
proved resilient in the face of
the global financial crisis and the
resulting economic slowdown.

However, its impact is evident within payment statistics worldwide.
Consumer payments volumes and values growth tapered off

or declined throughout the major economies of Europe and

North America.

While there was a decline in overall payments values (primarily as

a result of declining payment values made through the high value
system), Australia weathered the economic and political storm better
than many other developed economies. Non-cash payment volumes
actually rose over the past 12 month period.

Overall Australian businesses and households adjusted their
payment choices in the face of hardening economic conditions —

with debit cards growing in popularity at point of sale and elsewhere.

Governments made significant use of the payments system to
push stimulus payments to households, and consumers appear to
have adjusted their behaviours with the introduction of ATM direct
charging in March 2009.
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As economic conditions improve, we should expect the longer-term
trends such as the move away from paper-based payments such
as cheques, and towards electronic payments to continue and likely
accelerate.

Items by Numbers

Cash (ATM Withdrawals) 70.8 million 72.9 million
Non-Cash* 455 million 433 million
Items by Value

Cash (ATM Withdrawals) $12.4 billion $12.5 billion
Non-Cash* $3,546 bilion  $3,818 billion

SOURCE: APCA —www.apca.com.au and RESERVE BANK OF AUSTRALIA — www.rba.gov.au

* Note: “Non-cash” is based on value and volume statistics for credit and
debit cards, cheques, direct entry and high value systems. The combined
non-cash figures should be treated as estimates due to the different
collection methodologies for the respective payment instruments and systems.
The Cash — ATM Withdrawal figures are actuals.




Cheque volumes appeared to have bounced upwards slightly in
2009, from 1.5 million per business day in May 2008 to 1.6 million

cheques per business day in May 2009. This lift was likely the

result of the one-off Government stimulus package. During April

and May 2009, the Australian Taxation Office issued 4.3 million
stimulus cheques to households, in the midst of APCA's cheque data
collection period of May 2009. The daily value of cheques remained

consistent at $6.3 billion between May 2008 and May 2009.
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Direct debit and direct credit volumes rose from May 2008 to May
2009, extending the longer-term trend towards electronic payments
by businesses and consumers. However the growth of volumes was
moderate (from 4.2 to 4.3 million per day for direct credit and from
2.0 to 2.2 million per day for direct debit) and average daily values
declined somewhat. Again, the economic conditions throughout the
year are the likely explanation for the moderate volume growth and
declining value in this 12 month period.

AVERAGE NUMBER OF DIRECT
ENTRY TRANSACTIONS PER BUSINESS
DAY (IN MILLIONS)
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Pavment Statisties

The number of ATM withdrawals declined for the same period,
possibly reflecting economic conditions and a shift in consumer
behaviour as a result of the ATM direct charging regime, which
commenced in March 2009. Credit card cash-out and purchase
volumes remained steady, with values declining modestly.

Consumers appeared to have moderated their use of credit cards
and continued their shift towards debit cards in the light of the
weaker economic conditions. The number of point-of-sale and
other non-ATM debit transactions using EFTPOS and scheme debit
jumped from 144 million in May 2008 to 165 million in May 2009,
an increase of 14 per cent. Values similarly jumped to $11.3 billion

in May 2009 from $9.8 billion in May 2008.

236.2m

TOTAL NUMBER OF DEBIT CARD
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Across the world, high value clearing system volumes declined.
Global payments volume through SWIFT contracted for the first
time in SWIFT’s 37-year history, while high value systems such as
the UK CHAPS system, saw double digit reductions in both
volumes and values from 2008 to 2009.

High value system volumes increased in Australia in 2008-09 to
7.4 million, from 7.0 million seen in the previous financial year.
However values declined to $31.1 trillion from the previous year’s
$33.7 trillion, likely a reflection of the economic situation.

7.4m $31,190bn
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The cash trade statistics track the volumes and values of cash trades
made between the ACDES members. The value of cash trades declined
for the 2009 statistical collection period but the number of trades rose
significantly. Though further work would be needed to identify the links,
it is likely that the Commonwealth Government stimulus payments,
shifting consumer behaviours around ATM direct charging and the
general financial and economic conditions all injected volatility in cash
demand during the 2008-09 financial year, a point identified by the
Reserve Bank in its August 2009 Bulletin.

6,947 $2.1bn
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APCA’s corporate structure has been
stable for a number of years, and

we have enjoyed a good continuity

in the membership of the APCA
board, the main committees and

the management team. This section
conveys the basic shape and
dimensions of APCA.

Effective as these arrangements have been, they need regular
reassessment as APCA's role and environment change. At its
November 2008 strategy meeting, the APCA board identified a
medium-term need to reflect the increasing diversity of APCA's
activities in a review of its membership and governance structure.
This work has been incremental in the year of review, but is likely to
gather momentum in the coming year.

\ Corporate Governance
\ Board of Directors

\ Our Team

\ Membership

\ Corporate Directory
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Corporate Governance

Board of directors

The board, comprising an independent chairman, the chief executive
officer and non-executive directors appointed by the company’s
owner members, is responsible for setting the company’s strategic
direction and corporate governance.

Owner members that have, on average, at least 5% of the transaction
volumes in at least three of the company’s clearing systems are
entitled to appoint a nominee director. The building societies and
credit unions are also each entitled to appoint a nominee director.

Chairman of the board

The chairman is a non-voting director and holds office for two years
from the date of appointment. The current chairman, Mr R J Rechner,
was appointed on 1 January 2008.

Chief executive officer (CEO)

The CEO is a board-appointed, non-voting, executive director.

The CEO manages the company’s affairs under the broad guidance
of the board. The CEO’s performance against agreed goals is
assessed on an annual basis by the board.

Reserve Bank of Australia (RBA) liaison arrangements
Senior staff of the RBA and APCA consult on a regular basis on
issues of industry policy. Under liaison arrangements agreed in
2007, the RBA has stepped away from its automatic rights to
appoint representatives to the board of directors and management
committees. As a substantial user of payment systems, the RBA is
eligible for representation on the same basis as other members.

Management committees

In accordance with the company’s constitution, the board has
established a management committee for each of the company’s

five clearing systems. Acting under delegated authority from the
board, management committees are responsible for the efficient
operation and management of each clearing system. Members of

a management committee are appointed for a two-year term by
participating members of the clearing system concerned. Directors
may also appoint up to two members of a management committee to
represent the collective interests of clearing system members that are
not otherwise represented.




Other board committees

The board is empowered to establish other committees as it sees

fit to assist in managing the company’s affairs. The board has
established three such committees, the Finance and Audit Committee
and the Remuneration Committee for good corporate governance,
and the Fraud Committee.

Finance and Audit Committee

The Finance and Audit Committee comprises a number of non-
executive directors and the CEO. Its primary functions are to

review the company’s internal financial practices and audit results,
monitor the effectiveness of the company’s financial controls and
administrative policies, monitor various risk exposures and statutory
compliance matters, and review the company’s budget and monitor
expenditure against it.

Remuneration Committee

The Remuneration Committee comprises the chairman and the
members of the Finance and Audit Committee. Its responsibilities
are to establish remuneration policies and practices for the company
generally and to recommend remuneration levels and contractual
arrangements for the CEO.

Financial controls

The company’s annual budget is approved by the board each year.
Expenditure that would lead to any material increase in the required
budget is also brought to the board for approval. The company has
an annual external extended audit to test adherence to accounting

policies in addition to the annual financial audit.

The company’s financial statements are published separately from
its Annual Review.

Legal risk

An in-house lawyer monitors legal risks on a day-to-day basis.
Business practices are regularly reviewed to ensure they are in
keeping with the company’s legal responsibilities and with company
policies. External legal advice is also obtained when appropriate.

Adequate and appropriate insurance cover is in place. This is
assessed annually in consultation with the company’s brokers.

Risk management

The company maintains a process for managing internal risks which
is in line with the Australian and New Zealand Standards AS/NZS
4360:2004. It covers aspects such as reputation, the workplace
environment (including IT), information security, legal and regulatory
compliance, finance and human resources management. APCA's
risk and compliance manager regularly meets with the internal
management team to review and update the risk register.

Occupational workplace risk

The company has policies in place to ensure that it complies

with workplace related laws. They include an equal employment
opportunity and discrimination policy, a harassment policy,
grievance handling procedures and an occupational health and
safety policy. The company’s employees are periodically reminded
about the importance of compliance with these policies. Directors
and all committee members are also reminded of the terms of the
harassment policy annually.

Codes of conduct

All directors, management committee members and senior executive
staff must comply with a Directors’ and Officers’ Code of Conduct.
The Code was developed using a model from the Australian Institute
of Company Directors. Directors and management committee
members review adherence to the Code annually. The currency of the
Code is also reviewed annually by the company’s legal department.

Additionally, all company employees are required to comply with
a code of conduct, which covers such matters as confidentiality,
conflict of interest, and standards of behaviour in business dealings.
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Board of Directors

The names and details of the directors in office
at 30 June 2009 are as follows. All directors were
in office for the entire financial year.

Following the merger of Westpac Banking Corporation and
St.George Bank Limited, in December 2008 the director appointed

by St.George, Colin Grainger, resigned from the board and was
not replaced.

Russell J Rechner

B Ec (Hons), FCPA, FCIS
Chairman
(Non-executive director)

Mr Rechner has over 16 years’ banking experience with the Australia
and New Zealand Banking Group Limited and National Mutual Royal
Bank Limited. He retired as Director of Major Projects, ANZ, in 2002
and was previously Senior General Manager, ANZ. Mr Rechner

held senior management positions at Myer and Coles Myer prior to
moving into the banking industry. He is Chair of the Trustee of the
ANZ Australian Staff Super Scheme and served as a member of

the Code Compliance Monitoring Committee immediately prior to
appointment as APCA Chairman. Mr Rechner was appointed as a
director and Chairman of APCA in January 2008. Chairman of the
Remuneration Committee.

Paul J Apolony

F Fin, PNA, MAICD
(Non-executive director)

Mr Apolony is Division Director, Head of Macquarie Payment
Services at Macquarie Bank Limited. He has over 27 years’
experience in the banking industry including roles in operations,
product development and strategy, specialising in payments.
Mr Apolony was appointed by the Other Bank Owner Member
Electoral Group as a director in June 2007. Chairman of the
High Value Clearing System (HVCS) Management Committee.
Member of the Finance and Audit Committee and of the
Remuneration Committee.

28 APCA Annual Review 2009

Geoff L Bebbington

B Eng (Hons), MAICD
Deputy Chairman
(Non-executive director)

Mr Bebbington is Head of Industry, Working Capital Services at
National Australia Bank Limited. He has over 28 years’ experience in
financial services in business and technology related roles as both a
senior executive and internal/external consultant. Mr Bebbington is
a director and Chairman of Cardlink Services Limited, a director of
BPAY Pty Ltd and a director of EFTPOS Access Australia Limited.
Mr Bebbington was appointed by National Australia Bank as a
director in May 2002. Member of the Finance and Audit Committee
and of the Remuneration Committee.

Chris G Campbell

B Ec, M Bus (Finance), MAICD
(Non-executive director)

Mr Campbell is Head of Risk, Payments Policy and Analytics at
Westpac Group. He has over 17 years’ experience in banking and
economics, including payments policy, finance, product management
and related areas. Mr Campbell is a director and Chairman of

BPAY Pty Ltd, a director of EFTPOS Access Australia Limited and a
director of CardLink Services Ltd. Mr Campbell was appointed by
Westpac Banking Corporation as a director in April 2003. Chairman
of the Consumer Electronic Clearing System (CECS) Management
Committee.

Greg P Devlin

MAICD
(Non-executive director)

Mr Devlin is Head of Access and Payment Systems at Bendigo Bank
Limited. He has over 32 years’ experience in cards based payments
systems in Australia and the Asia/Pacific region, including roles in
operations, business development, strategic marketing and general
management. Mr Devlin is a director and Chairman of EFTPOS
Payments Australia Limited, a director of ATM Access Australia
Limited and a director of Strategic Payments Systems Ltd. Mr Devlin
was appointed by the Retail Bank Owner Member Electoral Group
as a director in October 2005. Chairman of the Australian Paper
Clearing System (APCS) Management Committee.



Chris J Hamilton
BA, LLM, AAICD
Chief Executive Officer
(Executive director)

Mr Hamilton has over sixteen years’ experience in financial
services, particularly financial markets infrastructure, and six years’
experience in securities law. Mr Hamilton was appointed Chief
Executive Officer and executive director in January 2006. Member
of the Finance and Audit Committee and of the Remuneration
Committee.

David Heine

B Econ, M ApFin, MAICD
(Non-executive Director)

Mr Heine is General Manager, Product and Operations at Cuscal
Limited. He has over 17 years’ experience in the financial services
industry including management and production of commercial
products and services and risk management. Mr Heine has been

a director of Credit Union Financial Support System (CUFSS) since
2004. Mr Heine was appointed by the Credit Unions Owner Member
Electoral Group as a director in January 2007. Chairman of the
Finance and Audit Committee and a member of the Remuneration
Committee.

Paul A Inglis

B Ec (Hons), MAICD
(Non-executive director)

Mr Inglis is Head of Payments Industry at Australia and New
Zealand Banking Group Limited. He has over 22 years’ experience
in the banking industry in payments and economics; five years

in government service, including Federal Treasury. Mr Inglis is

a director and Chairman of EFTPOS Access Australia Limited,

a director of CLS Services Limited and a member of the global
Payments Market Practice Group. Mr Inglis was appointed by the
Australia and New Zealand Banking Group Limited as a director in
July 1998. Chairman of the Bulk Electronic Clearing System (BECS)
Management Committee and a member of the Consumer Electronic
Clearing System (CECS) Management Committee and of the High
Value Clearing System (HVCS) Management Committee.

John N Toms

B Comm, MAICD
(Non-executive director)

Mr Toms is Chief Executive Officer of Australian Settlements

Limited. He has over 20 years experience in areas of industry policy,
particularly payments systems. Mr Toms is an alternate director of
EFTPOS Payments Australia Limited. Mr Toms was appointed by the
Building Societies Owner Member Electoral Group as a director in
December 1992. Member of the Finance and Audit Committee and
of the Remuneration Committee.

Stuart A Woodward

BA (Hons), F Fin, MAICD
(Non-executive director)

Mr Woodward is General Manager, Representation, Business
Products and Development, Business and Private Banking at
Commonwealth Bank of Australia. He has over 30 years’
experience within the Commonwealth Bank Group, including retail
and corporate banking, payment systems and merchant acquiring.
Mr Woodward is a director of Cardlink Services Ltd, a director
Charge Card Services Ltd, a director of EFTPOS Access Australia
Ltd, a director of BPAY Pty Ltd and a director of EFTPOS
Payments Australia Limited. Mr Woodward was appointed by the
Commonwealth Bank of Australia as a director in February 2005.
Chairman of the Fraud Committee.
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Our Team

BOARD OF
Organisational structure DIRECTORS
As at 30 June 2009

EXECUTIVE OFFICE
CEO
Chris Hamilton
TECHNOLOGY & INDUSTRY CHANGE RISK COMPLIANCE
OPERATIONS MANAGEMENT 'ND;SJT P°"|:°Y SE"SF 'REGI;‘"'A";'ON & FRAUD
Bob Masina Michael Forey rad Fragne! usan Bray Caroline Pearce

i—-) Technology e -> Projects ") Industry Policy

i Gavin Bollard Rob Magee i Arun Kendall

: Shirley Young # !

-> Operations Ezﬁell-;illz ;’mda # --> Research Support
1 Lynda Gajic Rhonda Hunter

Angelina Maurice
1 Kate Waldegrave #
*-5 Business Analyst

-» Office Management
Tony Giang #

Lesley Terry
-> Communications
Ida Turner
* Part-time -» Finance
# Contractor Tony Yacoub #
~ Replacing Temogen Hield while on secondment
to EFTPOS Payments Australia Limited *-> Reception/Events

~ Split role with Membership & Governance Nicole Henriquez

Restructure

The organisational structure presented above is an augmented
version of the basic structure adopted in 2006. In early 2009,

the increased significance of industry (particularly systemic) risk
management and of payments fraud prevention was recognised with
the promotion of Caroline Pearce into a new role of Head of Fraud,
Risk and Compliance. At the same time, Temogen Hield departed
on temporary secondment to set up the EFTPOS development

company, and Susan Bray assumed responsibility for Self-Regulation.

Staff are now organised into six business units that reflect APCA's
unique industry role and purpose as the payments industry
association. These units are:

\ Executive Office: provides financial, communications and
administrative support to the CEO and the operating units of
the company.
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-> Administration “-> Risk Compliance

T

Lani Lam * & Fraud
Trish McGinness ~
*-> Membership
& Governance
Rob Cirotto
Kellie Oastler

Clare Russell-Williams *

\ Industry Change Management: oversees payments industry
projects that introduce change and evolve Australia’s payments
environment.

\ Industry Policy: leads industry policy development and advocacy
activities to improve the Australian payments system and to
enhance the value of member’s payments related activities.

\ Self-Regulation: is responsible for development and operation of
payments system self-regulation and APCA’s broad constituency.

\ Technology and Operations: provides critical support for industry-
wide activities including operation and maintenance of databases,
statistics collections and website developments. The team also
provides internal support to staff.

\ Fraud, Risk and Compliance: is responsible for developing APCA's
role in combating fraud in the payments industry, for reducing risk
and ensuring compliance over the five clearing systems.



Membership

ASSOCIATE BOARD OF OWNER
Corporate Structure MEMBERS DIRECTORS MEMBERS (a)
4 OTHER 5 MANAGEMENT CEO &
COMMITTEES (b) COMMITTEES (c) MANAGEMENT
3 ADVISORY 77 PARTICIPATING
6 SUB-GROUPS
COUNCILS (d) MEMBERS (e) u

a. See list of Owner Members.

b. Consumer Payments Coordination Group; Finance and Audit;
Fraud; Remuneration.

c. APCS, BECS, CECS, HVCS & ACDES management committees.

d. See list of Advisory Council Members.

e. See list of Clearing System Participating Members.

f. APCS Printing Standards Sub-Committee; CECS Capacity Planning Sub-
Committee; CECS Evaluation Review Sub-Committee; CECS Standard Sub-

Committee; CECS Technical Message Formats Working Group; and CECS
Technical Security Working Group.

Membership categories
APCA has four categories of members: owner, clearing system,
advisory council and associate members.

Owner members

Owner members must be constitutional corporations within the
meaning of the Payment Systems and Netting Act 1998 and must
be either a participant in at least one of APCA’s clearing systems
or an industry association representing participating members.

Clearing system members

Clearing system members are institutions that participate on a day-
to-day operational basis in one or more of APCA's clearing systems.
Members are represented on the management committees of each of
the clearing systems in which they participate. Members need not be
owner members, but are encouraged to join in that capacity.

Separate membership exists for each clearing system, so that
membership is divided into five classes based on APCA's five
clearing systems. Within each of these five classes there may

be different categories of membership, with different rights and
obligations, depending on whether a member clears and settles
directly or indirectly. Each clearing system has rules in place setting
out members’ rights and obligations, and detailing the operating
procedures required in the system.

Advisory council members

Advisory councils are in place for APCS, BECS and CECS. Advisory
councils comprise organisations (appointed by the board for a two
year term) that participate in the business of payments but are not
payments clearers and therefore are not entitled to join APCA as
clearing system members. The number of members of each advisory
council is limited and the appointment of members is subject to a
formal process. Each year APCA identifies a range of organisations
eligible for membership and invites them to nominate for the advisory
council’s upcoming term.

Each management committee of a clearing system where an advisory
council has been established is required to liaise with the advisory
council for that system and must have regard to the opinions or
decisions of the council in performing its duties.

Associate members

Associate members are individuals or organisations interested

in payments system matters that wish to be kept informed of
developments within APCA (and the Australian payments system
more generally). An associate member may not be an owner member
or a participating member. Associate membership must be renewed
annually via payment of a nominal fee.
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Advisory Council Members

APCS BECS CECS

Australian Taxation Office
Carreker Corporation
Certegy Australia

CSIRO

Fiserv Solutions

Forensic Document Services
Fuiji Xerox

Lithographic Institute*
Prismac Systems

Rockson Agencies

Scientific Document Services
Security Printers’ Association
UPSL

Xplor

* Chair Robert Chesney
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Association of Superannuation Funds of Australia
Australian Taxation Office

ADP Employer Services

Cardlink Services

Cashcard Australia

Certegy Australia

CITEC

Department of Human Services

Investment and Financial Services Association
Paycorp

Prismac Systems

UPSL

* Chair TBA

ACI Worldwide (Pacific)
Australia Post

Australian Merchant Payments Forum
Caltex

Cardlink Services

Customers

Cybertrust

Department of Human Services
Diebold

EDS (Australia) Pty Ltd
Hypercom

IBM

Ingenico*

Keycorp

MasterCard

NCR (Australia)

Optus

Pulse

Strategic Payment Services
Telstra

Thales e-Security

The Banktech Group
Transaction Network Services Australia Pty Ltd
VISA

Witham Laboratories

* Chair Tem Elliott



Owner Members Clearing System Participation

(as at 30 June 2009)
ABN AMRO Bank N.V. [ |

AMP Bank Limited [ | [ | [ |

Arab Bank Australia Limited [ | [ | [ |

Australia and New Zealand Banking Group Limited [ | [ | [ | [ | |
Australian Settlements Limited (ASL) | | | |

Bank of America, National Association | | |

Bank of China | | |

Bank of Queensland Limited [ | [ | [ | [ |

Bank of Tokyo-Mitsubishi UFJ, Limited [ | [ | [ |

Barclays Bank plc [ |

Bendigo and Adelaide Bank Limited | | [ | |

Citigroup Pty Limited | | | |
Commonwealth Bank of Australia [ | [ | | [ | |
Cuscal Limited | | | |

Deutsche Bank AG [ | [ | [ |

Hong Kong and Shanghai Banking Corporation Limited (Australia Branch) [ | [ |

HSBC Bank Australia Limited [ | [ | [ |

Indue Ltd | | |

ING Bank (Australia) Limited | | |

JP Morgan Chase Bank, National Association | | |

Macquarie Bank Limited [ | [ | |

Mizuho Corporate Bank, Ltd [ | [ | [ |

National Australia Bank Limited [ | [ | [ | [ | [ |
Oversea-Chinese Banking Corporation Limited | | |

Reserve Bank of Australia | | | |
Royal Bank of Canada u

Standard Chartered Bank |

State Street Bank and Trust Company [ | [ | [ |
Suncorp-Metway Limited [ | [ | [ | [ |

United Overseas Bank Limited [ | [ | [ |

Westpac Banking Corporation [ | [ | [ | | |

¥ Member of the clearing system’s management committee.
M The Reserve Bank has an important operational role in HVCS and ACDES and as such is a member of these management committees.
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Clearing System Members Clearing System Participation

(as at 30 June 2009) APCS BECS CECS HVCS ACDES
ABS Building Society Ltd

B &E Ltd

Bananacoast Community Credit Union Ltd
Bank of China (Australia) Limited

Bank of Cyprus Australia Pty Limited

Bank of Western Australia Limited

BNP Paribas

CLS Bank International

Capricornia Credit Union Ltd

Cashcard Australia Limited |
Coles Group Ltd [ |
Credit Union Australia Limited

Greater Building Society Ltd

Heritage Building Society Limited

Hume Building Society Ltd

Hunter United Employees’ Credit Union Limited

IMB Ltd

Industrial and Commercial Bank of China Limited

ING Bank NV (Sydney Branch)

Investec Bank (Australia) Limited

Laiki Bank (Australia) Limited

Lifeplan Australia Building Society Limited

Maitland Mutual Building Society Limited

Mega International Commercial Bank Co., Ltd

Members Equity Bank Pty Limited

MoneySwitch Limited

Newcastle Permanent Building Society Ltd

New England Credit Union

The Police Association Credit Co-Operative Limited

The Police Department Employees’ Credit Union Limited
Queensland Police Credit Union Limited

Queensland Professional Credit Union Limited
Queenslanders Credit Union Limited

Rabobank Australia Limited

Rabobank, Australian Branch
(Co-Operative Centrale Raiffeisen-Boerenleenbank B.A.)

Societe Generale Australia Branch

St.George Bank Limited | | |
State Bank of India

Taiwan Business Bank, Sydney Branch | |

The Rock Building Society Limited [ |

The Toronto-Dominion Bank

UBS AG (Australia Branch) [ |

Uniting Financial Services

Victoria Teachers Credit Union Limited
Wide Bay Australia Ltd

Woolworths Limited |

M Member of the clearing system’s management committee.
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Glossary

ACDES Australian Cash and Distribution Exchange System
APCS Australian Paper Clearing System

APSC Australian Payments System Council

ATM Automatic Teller Machine

BACS see www.bacs.co.uk

BECS Bulk Electronic Clearing System

BIN Bank Identification Number

BPAY see www.bpay.com.au

CECS Consumer Electronic Clearing System

CHAPS see www.chapsco.co.uk

Chip Cards are plastic cards with embedded integrated circuits
which can process payments information.

Direct Entry Payments System for Direct Debit and Direct Credit
COIN Community of Interest Network

EFT Electronic Funds Transfer

EFTPOS Electronic Funds Transfer at Point of Sale

EPAL EFTPOS Payments Australia Limited

FSI Financial System Inquiry

GDP Gross Domestic Product

GFC Global Financial Crisis

HVCS High Value Clearing System

Issuer is an organisation which issues cards that are accepted
for use in ATMs and/or EFTPOS terminals.

IP Internet Protocol

I1SO International Organization for Standardization
LVP Low Value Payments

NACHA see www.nacha.org

PCI Payment Card Industry

PSB Payments System Board

RBA Reserve Bank of Australia

RITS Reserve Bank Information and Transfer System
RTGS Real Time Gross Settlement

SEPA Single Euro Payments Area

SWIFT Society for Worldwide Interbank Financial Telecommunications

SWIFT PDS SWIFT Payment Delivery System

Corporate Directory

Australian Payments Clearing Association Limited
ABN 12 055 136 519

Registered office

Level 6

14 Martin Place

Sydney NSW 2000

Telephone: 61 2 9221 8944
Facsimile: 61 2 9221 8057
www.apca.com.au

GPO Box 4893 Sydney NSW 2001

Solicitors
Gilbert + Tobin, Sydney
Mallesons Stephen Jaques, Sydney

Auditors
Deloitte, Sydney

Company meetings
The Annual General Meeting will be held on Thursday,
22 October 2009 at 9.30am.

The Annual Meeting of APCS will be held on Wednesday,
4 November 2009 at 9.30am.

The Annual Meeting of BECS will be held on Tuesday,
17 November 2009 at 9.30am.

The Annual Meeting of CECS will be held on Thursday,
19 November 2009 at 9.30am.

The Annual Meeting of HVCS will be held on Thursday,
26 November 2009 at 9.30am.

The Annual Meeting of ACDES will be held on Wednesday,
25 November 2009 at 9.30am.
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