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National Payments Corporation of India ( NPCI)

National Payments Corporation of
India was established in December
2008 , under Section 25 of Companies
Act 1956 ( now under Section 8 of
Companies Act 2013 ). NPCl is set up
to be an umbrella institution for retail
payment transactions ataffordable rates
to benefit the common man across the
country and to help financial inclusion
initiatives of the Government. It provides
a platform to member banks , delivery
channels and other service providers
to offer variety of products and services
to their customers. The Corporation is
promoted by ten leading bankers like
State Bank of India , Punjab National
Bank , Canara Bank , Bank of Baroda
, Union Bank of India , Bank of India ,
ICICIBank, HDFC Bank, City Bank and
HSBC Bank. The Authorized Capital of
the Corporation is Rs. 300 Crore and
Paid up Capital Rs. 100 Crore toenable
the Company to create infrastructure of
large dimension and operate on high
volumes to cater to their huge clientele.
It has eminent scientists , professors
and stalwarts in the field of Information
Technology on its Board and Technical
Advisory Committee for evaluation
of performance and continuous up
gradation of the system.

The Corporation is accredited by
PCI-DSS for Sensitive Data Security
in Payments System , ISO 27000 for
Information Security , ISO 22301 for
Business Continuity and ISO 9001 for
Quality Management.

NPCI offers following Services to its
Members

1. National Financial Switch (NFS)
2. Immediate Payment Service (IMPS)
3. National Automated Clearing House
(NACH) 4. Cheque Truncation System
(CTS) 5. Adhar Enabled Payment
System (AEPS)6. Rupay Cards 7.Adhar
Payments Bridge System (APBS)

National Financial Switch (NFS)

NFS concept was first introduced
by Institute of Development and
Research in Banking Technology and
later transferred to NCPI in 2009 for
implementation. NFS consists of a
National Switch to facilitate connectivity
between bank’s switches and their
ATMs across the country and interbank
payment gateways for authentication

and routing the payment details of
various e-commerce transactions. Any
CBS enabled member bank can be a
part of NFS. The Steering Committee
of NFS consists of nineteen members
at present who continuously evaluate
the performance parameters of NFS
with opportunities and the challenges.
Customers of member banks can
withdraw money from any of these
banks without incurring any extra
cost. NFS is very useful in financial
inclusion by small financial institutions
functioning in rural and semi urban
areas . NFS connectivity has reached
every corner of this country catering to
over 503 members and connecting to
over 206000 ATMs ( data updated up
to Oct2014)
Immediate Payment System (IMPS)

IMPS is an over the mobile ,
24X7 , interbank electronic payment
mechanism that enables customers to
use their mobile instruments , internet
banking and ATMs as channels for
accessing their bank accounts and
processing interbank funds transferin a
secured manner. IMPS offers following
services

a) Funds Transfer and Remittances

i. Sending Money
ii. Receiving Money

b) Merchant Payments

Grocery Bills , Travel and Ticketing ,
Credit Card Bills , Utility Bills , On line
Shopping , School and College Fee ,
Mobile Top ups, DTC Recharge etc.

The sender has to do mobile
registration for availing IMPS facility.
The receiver has to collect Mobile

Money Identifier from his bank and

share it with the sender or alternatively

share his account number and IFS code

or Adhar number for receiving money.

National Automated Clearing House
(NACH)

NPCI has implemented  National
Automated Clearing House for banks
, financial institutions , corporates
and the Government a web based
solution to facilitate interbank high
volume electronic transactions which
are repetitive and periodic in nature.

NACH can be used for making bulk
transactions towards distribution
of subsidies , dividends , interest

, salaries , pension etc and also for
bulk transactions towards collection
payments pertaining to telephone |,
electricity , water, loans , investments in
mutual funds , insurance premium etc .
NACH is a centralized system launched
with a aim to consolidate multiple ECS
systems running across the country and
provide a framework for harmonization
of standard and practices and remove
local barriers / inhibitions. NACH
also supports financial inclusion
measures initiated by the Government
, Government agencies and banks by
providing  support to Adhar based
transactions . NACH facilitates banks
to design their own products and also
addresses specific needs of the banks
and the corporates. NACH provides a
robust , secure and scalable platform
to the participants with file based
transaction processing capabilities . It
is the best in class based features, cost
efficiency and payment performance
coupled with multilevel data validation
facility accessible to all participants
across the country.
Cheque Truncation System (CTS)

Cheques constitute a significant
segment of payment system in India.
As the volume of cheques presented in
clearing hasincreased drastically inthe
recent past there was need of a system
to speed up the process of collection of
cheques.

Truncation of cheque is the process
of stopping the flow of physical cheque
issued by a drawer at some point by the
presenting bank in route to the paying
bank branch . Inthis process instead
of presenting the physical cheque ,
the electronic image of the cheque is
transmitted to the paying bank branch
through the clearing house along with
the relevant information like data on
the MICR band , date of presentation
, presenting bank etc. Truncation of
cheque effectively eliminates the
associated costs of movement of
physical cheque , reduces the time
required for their collection and brings
elegance to the entire activity of cheque
processing. The Reserve Bank of India
has mandated NPCI to operationalize
CTS by functioning as Cheque
Processing Center . It processes
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electroniccheques andimages received
from member banks.

Adhar Enabled Payment System

(AEPS)

AEPS is a bank led model that
facilitates financial inclusion by allowing
transactions at Point of Sales (POS)
through the business correspondents
by using AdharAuthentication Number.
AEPS undertakes balance enquiries
, cash withdrawal , cash deposits
and Adhar to Adhar funds transfer.
For availing these facilities the
customer needs to obtain Individual
Identification Number, Adhar number
, and fingerprints captured during his
enroliment. The object of the AEPS is
to empower a bank customer to use
Adhar to access his Adhar enabled
bank account and perform basic
banking transactions that are interbank
and intra bank in nature , through a
business correspondent. It enables
banks to route Adhar initiated interbank
transactions through a central switching
and clearing agency. AEPS helps
customers to facilitate disbursement of
Government entitlements like NREGA
, Social Security Pension , Handicapped
Old Age Pension etc. It also facilitates
interoperability across the banks in a
safe and secured manner.

Rupay Card

Rupay is the new card payment
scheme launched by NCPI to offer
a domestic , open loop , multilateral
system which allows all Indian Banks
and financial institutions in India to
participate in electronic payments.
The word Rupay is the combination of
two terms rupee and payment. Indian
market has the huge potential for card
penetration and the Rupay card has
the benefit as it addresses the specific
needs of the Indian consumers , the
merchants and the banks. Rupay
card has captured one third of the
card market in India and it likely to
overtake the global leaders like Master
and Visa card. So far more than 175
million accounts of Jan Dhan Yojana
with Rupay card and overdraft facility
of Rs 5000 are already opened and the
number increases everyday. Over277
banks in India have opted for issuance
of Rupay cards to their customers.
Indian Railway Catering and Tourism
Corporation is presently billed as the
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India’'s biggest e-Commerce site |,
has launched Rupay prepaid card
that allows railway passengers to
book tickets , shop and pay service
bills.  NPCI has recently tied up
with Discover Financial Services and
Japanese card network JCB for
International acceptance of Rupay
card. As the transaction processing in
Rupay is done domestically , there is
low cost of clearing and settlement for
each transaction. Right pricing of Rupay
product make the Rupay card more
economically feasible for banks to offer
to their customers. Rupay provides a
platform for online transactions . Rupay
can be used at all ATMs , and other
merchant establishments for Point of
Sale and on line payments also. Rupay
has enhanced security protections
like anti phishing display , protection
against data logging etc. to make the
online payments more secure and user
friendly. NCPl is also planning to launch
Rupay Debit Card soon.
Adhar Payment Bridge System
(APBS)

It is an unique payment system
implemented by National Payments
Corporation of India , which uses Adhar
number as central key for electronically
channelizing the Government subsidies
, and other benefits in the Adhar
enabled bank accounts of intending
beneficiaries. APBS serves financial
inclusion and provides an opportunity
to the Government to attempt
financial re-engineering of the subsidy
management programme. ABPS also
helps electronification of alarge number
of retail payment transactions which
were earlier in cash or cheque. ABPS
eliminates inordinate delays , multiple
channels and paperwork involved in
the transactions. The funds on account
of subsidies or other benefits are
directly transferred to the Adhar enabled
bank accounts of the beneficiaries. The
beneficiary in this case is not required
to convey bank account details to
Government departmentor any other
agency. Customers are not required
to maintain  multiple bank accounts
for receiving benefits or subsidies for
various social welfare schemes. He just
needs to open one bank account and
seed his Adhar number in it and receive
the benefits. EEN
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