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July 24, 2018 

 

To:  Financial Systems Division 
Financial Sector Policy Branch 
Department of Finance Canada 
90 Elgin Street 
Ottawa ON  K1A 0G5 
Email: fin.payments-paiments.fin@canada.ca 

 

We are pleased to offer this input to your consultation on the Review of the Canadian Payments Act.  As a growing player 
in the Canadian market, we appreciate the opportunity to provide this input and further appreciate the fact that the 
Government of Canada is cognizant of the need to modernize and reform this critical system.  

 

ABOUT MERIDIAN 

With over $18 billion in assets under management, Meridian is Ontario’s largest credit union (“CU”) and Canada’s third 
largest, helping to grow the lives of its Members, which number more than 300,000, including approximately 25,000 business 
Members. For over 70 years, Meridian has and continues to deliver a full range of financial products and services in branch, 
online, by phone and by mobile. We currently employ approximately 2,000 people in over 90 branches, 11 commercial 
banking locations and 2 corporate offices.   

Presently, Meridian has a positive and important presence in both large and smaller communities across Ontario. We 
conduct our business on the premise of community and relationship-based banking. Last year alone, we welcomed 
approximately 30,000 new Members based on this differentiated experience, and we are proud to say that, as a CU, we are 
a trusted financial institution and a competitive option to traditional banks for banking products and services.  Later this year, 
or early next, Meridian expects to receive our license to operate a Schedule 1, national bank.  This platform will help Meridian 
deliver our exceptional financial services experience to Canadians across the country. 

 

GENERAL COMMENTARY ON MERIDIAN POSITION WITH RESPECT TO PAYMENTS SYSTEM MODERNIZATION 

As a general comment, Meridian supports the democratizing of the payment system and supports the removal of barriers to 
innovative and leading-edge financial institutions, and in particular credit unions, and other non-FI’s who are bringing 
innovations to market, regardless of their size.  We recognize that there are some practical limitations on this broad 
statement of principle, but we do believe that there should be fair and broad access to Payments Canada and Bank of 
Canada services.  We further believe that regulation of the system should operate on the principle of “simplicity” that 
removes, as much as possible, regulatory burden and cost, and encourages innovation.   

 

RESPONSE TO CONSULTATION QUESTIONS 

Questions on Governance: 

1. Have the 2015 changes to Payments Canada's governance been successful in better enabling the organization to 
achieve its public policy mandate to promote the efficiency, safety, and soundness of its systems while taking into 
account the interests of users? 

Meridian commentary: 

The last round of amendments made to the Act in 2015 were prompted by recommendations in the Task Force for the 
Payments System Review’s 2012 final report.  A key recommendation of this report focused on attempts to “allow for 
decisions to be made in the broader public interest, with appropriate input and participation by member-directors with specific 
and diverse payments systems expertise.”  As such the Payments Canada 16-member Board was replaced by a 13-member, 
majority-independent Board. Changes were also made to the Board’s voting structure, trading the volume-based one utilized 
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to that point for a “one member, one vote” framework intended to “ensure equality of voting rights, such that voting power is 
not condensed into the hands of a select few larger participants.”  Meridian generally endorses these measures as it aligns 
with our belief in a democratic, open payments system, though we are concerned that a Board of only 13, that is majority-
independent, may be too small to appropriately accommodate the diversity of FI’s in the “member director” seats. Notably, 
there is presently no credit union representation on the Board at this time. With only five seats reserved for members those 
seats can be dominated by traditional large FIs and new entrants or non-traditional FIs might have a diminished voice at this 
most critical governance and policy-making table.     

The other governance changes that were simultaneously implemented, most notably the concept of a “nominating 
committee” drawn from elected directors (majority independent) that would be responsible for identifying potential directors 
to stand for election, were also positive measures, in our view.  Though, as noted above, we would urge the nominating 
committee to be mindful of candidates who come from smaller or non-traditional FIs and to set aside a seat for at least one 
non-traditional or smaller FI that comes from the “Associate Member” class (noted below).   

The “Member Advisory Council” created to serve “as a consultative and engagement forum for participating financial 
institutions” has, so far, functioned well and we believe will continue to do so, though it may be necessary to expand its 
membership beyond its maximum of 20 to accommodate a broader diversity of views.  

 

2. Are there aspects of Payments Canada's governance structure that could be improved to better allow Payments 
Canada to carry out its mandate and serve its public policy objectives? 

Meridian commentary: 

Meridian ia currently a member of Central 1 and is therefore not eligible for direct membership in Payments Canada as the 
central’s membership is deemed to encompass the “local” cooperative financial institutions.  Any concerns or opinions of 
Meridian must be submitted to Payments Canada through our C1 membership.  Normally, this is not an issue as our interests 
align with our Central partner most of the time.  On the other hand,  as Meridian grows in size (with assets under management 
of $18 billion and growing) and scope (with a national presence under our soon to be established bank subsidiary, which 
will automatically be a member of Payments Canada) it is easy to imagine a scenario where Meridian may have differing 
opinions from C1 and differing needs from Payments Canada, without a direct voice to express those views.    

It is our belief that inclusion of credit unions, who may or may not be members of a central, within the Entitled Membership, 
Part 1, Section 4(2) of the Canada Payments Act, would support the government’s efficiency policy objective, specifically 
competitive market conditions.  This inclusion would allow credit unions direct participation for all transactions (RTR, SOE 
and Lynx) while either settling directly with the Bank of Canada, indirectly or through its central.  Most importantly, this 
inclusion would allow credit unions to remain competitive with their bank counterparts, especially in being able to process 
transactions within the same timelines of banks. 

 

 

Questions on Membership: 

1. Should the Government create an associate membership class to facilitate access to the RTR? Should alternate 
approaches be considered? 

Meridian commentary: 

Meridian supports the creation of an associate membership class, through a group clearer or as a direct clearer, as long as 
this class is subject to the same (or similar) rules as an existing member. Meridian believes an Associate Membership class 
would benefit the system and financial services in general by encouraging innovative platforms to enter the market and 
participate in the Payments Canada regulatory system. 

 

2. Should registration and regulation under the proposed retail payments oversight framework be a pre-condition for 
associate membership? 
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Meridian commentary: 

Meridian supports registration and regulation under the proposed retail payments oversight framework as a pre-condition 
for associate membership to ensure that other retail payments service providers (PSPs) are subject to a comprehensive 
framework to support user interests, one of the Government of Canada’s three public policy objectives.  Meridian further 
supports regulations that are right sized and consistent amongst financial institutions.  For example, the regulations applied 
to Meridian and a PSP should be the same if both are exchanging/clearing/settling through the RTR platform.  

 

3. How could Payments Canada's governance structure be adapted to allow for appropriate reflection of associate 
member views into Payments Canada's decision-making process? In what ways could this be designed? 

Meridian commentary: 

In our view, associate members should elect, from amongst themselves, a representative to the Payments Canada Board 
or at least provide a recommendation to the nominating committee who would reserve a seat for an associate member 
representative on the Board. This would ensure associate membership input and the views of new, innovative and non-
traditional players is always represented at the Board level.    

A further step should be taken to allow associate members to appeal policy decisions of the Payments Canada Board that 
negatively affect an associate member to the Minister of Finance.  The Minister already has prescribed directive powers, 
which she/he can use at their discretion based on input from any member of the public, including – presumably – an Associate 
member.   

 

4. What are your views on whether and how to broaden membership so that systems that are designated by the Bank 
of Canada as systemically important financial market infrastructures can directly access Lynx? 

Meridian commentary: 

In our view, fostering innovation should be a key mandate of Payments Canada and its governance and processes should 
all be geared to both fostering innovation and removing barriers.   

Allowing financial market infrastructures (FMI) that are designated as systematically important to access Lynx directly for 
the purpose of effecting settlement is one example of how Payments Canada can support innovation.  Any risk exposure to 
Lynx and Lynx participants would be limited due to the oversight of FMI’s by the Bank of Canada. 

Working with the Bank of Canada and Payments Canada, care should be taken so that thresholds for access based on size 
and volume of transactions are not so high that only traditional, established banks have this access.  In our view, the 
threshold should be low enough to allow for the largest credit unions, for example, to have this option.   

 

We appreciate the opportunity to provide these comments on the future of Payments Canada and its governance and look 
forward to further dialogue on this important and evolving area of regulation.   

 

Sincerely, 

 

 

Gary Genik, 

SVP and Chief Operating Officer 


