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Consultation response

We welcome the opportunity to respond to HM Treasury’s consultation on the Bank of England’s fee
regime. As the operator and standards body for the UK's retail interbank payment systems, we
support the safe, resilient and efficient operation of the UK payments ecosystem. We therefore have
a direct interest in ensuring that the supervisory funding framework is fair, transparent,
proportionate, and predictable, while also supporting competition and innovation. Overall, we
understand the rationale for the proposed changes. We would, however, welcome consideration of
additional measures to support predictability, advance notice, and transparency in how supervisory
fees are calculated and used.

Question 1: Scope of fee regime

Do you agree with the proposal to amend the scope of the fee regime to include digital
settlement asset service providers, and service providers in relation to them?

1.1 We agree with the proposal to amend the scope of the fee regime to include recognised digital
settlement asset service providers and service providers in relation to them. Where firms are
brought within the Bank of England’s supervisory perimeter, it is fair and appropriate that they
contribute to the costs of that supervision.

1.2 Including all relevant supervised firms within the fee regime should help distribute central and
shared supervisory costs more equitably. This is particularly important as the payments and
settlement landscape evolves and new forms of settlement activity become more closely
connected with established payment systems and market infrastructure.

1.3 The regime should, however, be implemented in a way that remains proportionate to the nature,
scale and systemic importance of the firm or service being supervised. A broader fee-paying
population should not lead to costs being allocated in a way that unintentionally creates barriers
to entry or discourages responsible innovation, including for firms developing services that may
interact with Pay.UK infrastructure or participants.

Question 2: Supervisory fee cap

Do you agree with the Government’s intention to raise the supervision fee cap for
operators of recognised payment systems, recognised digital settlement asset service
providers, and service providers in relation to such systems or such digital settlement
asset service providers to £1.7m in any one-year period?

2.1 We recognise that the current fee cap has not been amended since 2018 and that the costs of
supervision have increased over this period. We therefore understand the case for increasing the
cap and agree that the framework should allow sufficient headroom for the Bank of England to
recover appropriate supervisory costs.

2.2 However, we note that the proposed increase to £1.7m is significant. Even where we, as a firm,
may not immediately face the maximum fee, the scale of the proposed cap creates a material
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planning consideration for Pay.UK and our system participants. Supervisory fees ultimately form
part of the wider cost base of providing payment services and can affect the costs borne by
participants and, indirectly, end users.

2.3 For that reason, we would encourage HM Treasury to consider how greater predictability could
be built into the regime. Future increases to the maximum fee could, for example, be smoothed
by linking the cap to consumer prices indexes or another suitable index. HM Treasury could also
consider whether there should be a maximum year-on-year limit on the amount by which fees
levied by the Bank of England can increase for an individual supervised entity. A cap of around
five per cent per year would provide a clearer planning assumption and reduce the risk of sharp
annual increases.

2.4 We would also welcome a minimum notice period for fee increases. Notice of any increase should
be given at least nine months before the beginning of the calendar year affected by the increase.
This would provide Pay.UK with sufficient time to plan budgets, consider any implications for
participants, and support participants in budgeting for any related price increases that may need
to be made.

2.5 Alongside predictability, greater transparency would be helpful. The Bank of England could
provide more granular information on how fees are calculated, the functions and resources that
fees fund, and how shared supervisory resources are allocated across supervised firms. This could
include transparency over the proportion of supervisory activity directed towards common
priorities that are directly relevant to Pay.UK and our system participants, such as operational
resilience, cyber resilience, incident management, outsourcing and third-party risk, and change
delivery.

2.6 We would also encourage HM Treasury and the Bank of England to consider the relationship
between the fee regime and the wider supervisory architecture. As set out in our Payments Vision
Delivery Committee response, we support a simpler and more coherent central architecture for
regulated payment systems and organisations. A simplified, central architecture can reduce
duplication and lower the overall cost of supervision, while making it easier for Pay.UK, our
system participants and other firms to understand and meet regulatory expectations. This is
important to support innovation: new entrants and developing service providers should be
subject to robust oversight where appropriate, but fee allocation should remain proportionate to
their risk profile, maturity and systemic importance, particularly where they are aiming to
innovate and are not yet at a point of being systemically important.

Question 3: Special Project Fee cap

Do you agree with the Government’s intention to raise the fee cap on Special Project
Fees for operators of recognised payments systems, recognised digital settlement asset
service providers, and service providers in relation to such systems or such digital
settlement asset service providers to £650,000 in any one-year period?

3.1 We recognise that Special Project Fees may be appropriate where a specific supervisory activity
gives rise to additional costs that should not be recovered through the general supervisory fee.
We also recognise that the current cap has not been amended since 2018 and that the proposed
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increase to £650,000 is less significant than the proposed increase to the general supervisory fee
cap.

3.2 However, the same principles of predictability, transparency and proportionality outlined above
are as relevant to Special Project Fees as they are to general supervisory fees.

3.3 It would be helpful for the Bank of England to provide clear information on the nature of the
special project, why the work is outside ordinary business-as-usual supervision, the basis on
which costs have been calculated, and how those costs are allocated between affected firms. This
is particularly important where a project has system-wide relevance to Pay.UK, our system
participants or the wider ecosystem.

3.4 We would encourage HM Treasury to consider how the framework can provide for clear advance
notice, engagement with affected firms, and post-project transparency. For example, affected
firms should be given information in advance on the work expected to be undertaken by the Bank
of England, the estimated cost range, and the likely timing of recovery where a Special Project
Fee may apply. After the work has been completed, it would be helpful for the Bank of England to
provide enough information for affected firms to understand how the final fee compared with the
estimate and what supervisory outputs were delivered.

3.5 We therefore do not object to the proposed increase in the Special Project Fee cap. We would
welcome the regime continuing to ensure that such fees remain exceptional, well-explained and
proportionate. In particular, material recurring supervisory costs should continue to be recovered
through the ordinary annual fee process rather than through Special Project Fees.
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