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Response to questions on the NPS
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1. Trust and confidence in the NPS is essential
2. The NPS is dynamic and evolving
3. “Regulation follows innovation”

1. Sort at source/ “non-bank acquiring”
2. Payment innovation
3. Nedbank’s perspective on the NPS
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1. Trust and confidence in the NPS Is essential
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2. The National Payment System is dynamic and evolving
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3. “Regulation follows innovation”

Important and far reaching changes are envisaged in the SARB Vision 2010

including:
* Increased accessibilit
Dedicated and \ y
Cooperative * Meeting the payment needs of the
Banks
unbanked

« Enhanced structures for
System Operators consultation

* Clear development paths for non-
banks to enter clearing and
Merchants settlement

e Different tiers of banks

e Criteria for payment providers and
Payment Service

Providers system operators.

/
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1. Single acquiring vs. sort at source — single
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g = e~ « Clients entrust regulated banks
O N Issuing/ with their funds
Acquiring accountholding _
banks e Issuing banks need to know that
A transactions allowed into their
_ _ clients’ accounts are valid and
Exchange of payment instructions have integrity eg from a trusted
source and that critical client
information is not compromised
E— Merchants (eg storing of card and PIN)
e Acquiring banks comply with

Payment system
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operator

multiple regulations to guarantee

this trust
T e The payment instruction is
! exchanged between the acquiring
Clients that ; )
make bank and the issuing bank
payments
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e MAKE THIG)GS HAPPEN  [IRELRLSMEN




1. Single acquiring vs. sort at source — sort at source
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Exchange of payment instructions

« The payment instruction in sorting at
source would be exchanged
between the merchant/payment
service provider and the issuing
bank

* The current regulatory framework
does not cater for merchants and
payment service providers acting in
this capacity
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Issuing/
accountholding
banks

A

Acquiring =P Switch

Payment system
provider/system

operator would need to be adapted to cater
for sorting at source

e The current regulatory framework

T e Such adaptation requires careful
, consideration of all possible
Clients that ramifications

make
payments
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2. Payment innovation

Innovation on the payment platform
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— Innovation requires consensus of
current participants in the payment
platform to the change (eg cell phone
top-ups, cash back at POS)
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Payment platform :

Infrastructure Other types of innovation
Technology standards )
Messaging formats Any bank can:

Clearing rules . . .
SpaEirel s — Join up with other interested banks,

Procedural requirements (eg dispute resolution) and create a new PCH (eg Real-time

Global acceptance . .
Interchange detgrminaﬁon clearing and Early Debit Order System)

— Develop the functionality for their
cardholders and merchants only.

Clients that make

Payment

beneficiary

payments
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3. Nedbank’s perspective on the NPS

 The SARB regulates the NPS within the current legal context

« This regulation aims to provide the risk management and trust

required for a robust, efficient and adaptable national payment
system

 Nedbank complies with the regulatory framework

* Nedbank supports the extension of access provided that the
Integrity of the NPS is maintained
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