Modernizing Canadian
Government Beneﬁts
and Tax Refund Delivery
How Prepaid Solutions Can Streamline
Payment Delivery and Boost Financial Inclusion

Modern Beneﬁts Require
Innovative Solutions
The Government of Canada should be commended for the unprecedented
ﬁnancial aid program it was able to roll out rapidly in response to COVID-19.

The Canada Emergency Response Beneﬁt (CERB) provided Canadians with
the relief they needed through the country’s existing ﬁnancial infrastructure.
While the agencies responsible for delivering this ﬁnancial support to Canadians
used this opportunity to persuade most recipients to enrol in direct deposit, a
sizeable number continued to rely on paper cheques.

During 2019 the
Government of Canada
issued more

than 30
million cheques to
disperse funds to citizens
and business, leaving:

More than

$370M in

unclaimed
payments

outstanding
value of
unclaimed
cheques

800,000

CPPO believes that prepaid solutions can help address this challenge, while
providing a high degree of ﬂexibility and functionality for citizens and
government.

CPPO believes that wider use of prepaid solutions for government
disbursements can contribute to federal government efforts to improve
efﬁciency in government operations, while also delivering better service to
Canadians.

[1]

Receiver General of Canada, October 2020.
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The Functionality of
Prepaid Cards
Prepaid solutions look and function like traditional credit and debit
cards with the beneﬁt of allowing citizens to access funds
immediately.
Open-loop prepaid products provide consumers, businesses and
government with an efﬁcient, secure and ﬂexible online payment option that
does not have to be tied to a bank account (improving ﬁnancial inclusion)
and is far less expensive and more secure than a cheque.

A prepaid product acts as a convenient replacement for cheques,
while also delivering some of the features of a conventional bank account. A
cardholder can use a prepaid product:
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●

Like any debit or credit card by presenting it
at point of sale, including using contactless
point-of-sale technology, which is particularly
advantageous during the pandemic

●

For online purchases, enabling access to the
beneﬁts of ecommerce, which has proven to
be a critical channel for the purchase of
goods when access to retail stores has been
reduced or discouraged

●

To access funds at ATMs, thereby avoiding
the need to cash cheques through alternative
money services businesses

●

As a contactless method of payment
embedded in a mobile wallet
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The Functionality of
Prepaid Cards
Prepaid products can also be tailored to the speciﬁc requirements of
particular government programs. Reloadable prepaid payment solutions can
be used for the purpose of disbursing government payments such as social
assistance, tax refunds, employment insurance, pension and other program
disbursements.
● A government disbursement
solution on a reloadable or
single-use prepaid card can be
accepted anywhere the payment
network is accepted (in-person or
online)
●

●

Adheres to all applicable consumer
protection, AML and privacy
requirements

●

●

Maintains the same fraud and loss
protection in accordance with the
Zero Liability protections of the
payment network

Prepaid cards issued by federally-regulated entities are also regulated
under the Bank Act or Trust and Loan Companies Act (as applicable) and
governed by the Payment Card Network Rules. This means funds are not
permitted to expire, and there are restrictions on the fees that can be charged
to cardholders. Federally-regulated issuers are also overseen by OSFI, FinTrac
and the FCAC.

Importantly, Financial Institutions also treat issuance of a reloadable
prepaid card in the way same as opening an account. This affords added
compliance to ensure that “know your customer” and anti-money laundering
procedures are followed, and that transactions are monitored for suspicious
activity and fraud. Card balances are also held by the Financial Institution, and
the issuer is responsible for unclaimed balances (unlike stale-dated cheques
issued by the government, for which the government remains responsible).
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The Growing Ubiquity
of Prepaid Payments
2021 PREPAID ECOSYSTEM: An Extensive Value Chain
Prepaid is also becoming ubiquitous
as traditional Financial Institutions and
Fintechs increasingly employ these
products to provide innovative
banking and payment services to
consumers. Canada’s challenger banks
also continue to gain traction, with
over 2 million accounts to date.

Program Managers

Issuing Processor

Issuing Banks

Service Providers

Challenger Banks

Payment Networks
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The Functionality of
Prepaid Cards
Prepaid cards offer more controls and rapid access to funds.
Unlike cheques, prepaid cards can be limited for use at selected merchant
categories, such as grocery, childcare and transit. They can even be
programmed to give recipients a set timeframe for usage.
Prepaid cards can be tracked, and the funds can be managed to increase the
utility of each relief dollar (e.g. funds can be tracked or restricted to speciﬁc
geographies, merchants or POS terminals). The government agency can see and
control how and where funds are spent by recipients and the unused portion of
support payments can be returned to government on expiry.

All of these controls cut down on the potential for fraud.

Funds are loaded electronically on a reloadable card (or
smartphone) without reliance on the mail.

Funds are delivered in real-time, deposited to citizens’ accounts
in seconds; government receives conﬁrmation that payment has
been received and deposited.
Prepaid also eliminates the need to send follow-up cheques in
the event of supplementary relief disbursements as additional
funds can simply be reloaded onto the cards electronically.

Prepaid is safer than cheques.
Prepaid products reduce cash handling through the use of touchless
point-of-sale technology; program features can ensure funds are used by the
intended recipient. These controls cut down on the potential for fraud.
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The Growing Ubiquity
of Prepaid Payments
+10%

General Purpose Reloadable (GPR)
cards — used as a bank account
alternative — recorded 10 per cent
growth in the past year, driven by
new ﬁntech companies offering
digital banking and payment
solutions on the prepaid platform.

Prepaid is also driving market innovation with products that most
ﬁnancial institutions don’t offer, such as real-time pay for gig
workers and expense management for SMEs. This kind of
successful innovation should be encouraged by government by
adapting the regulatory environment to help Canada become a
global leader in the transformation of digital banking.

[1]

CPPO market research 2019
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Prepaid’s Role in
Financial Inclusion
More than 90 percent of eligible Canadians have a bank account,
according to the World Bank’s 2017 Report on Financial Inclusion. However, an

estimated 10 to 20 percent of Canadians are either unbanked or
underbanked, meaning they don’t have access to a wide range of everyday
banking services.
People who don’t have access to banking services are also “likely to be people
who are already disadvantaged—low-income households; people in remote
communities, including Indigenous peoples; people living with sight loss or
with other physical or mental challenges; and new Canadians”.[1]

Those who continue to be issued cheques, in many cases, are also either
unbanked or underbanked. As a result, some of the most vulnerable Canadians
are not able to access programs like CERB via direct deposit.
The drawbacks of relying on cheques is well documented: it can be difﬁcult to
deposit funds, meaning recipients need to count on costly cheque cashing
services; cheques can be lost or stolen; and funds are not immediately available
for online purchases (this latter issue is particularly important for Canadians
living in remote communities).

[1]

The Bank of Canada, February 2020.
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Prepaid’s Role in
Financial Inclusion
For the unbanked and underbanked, innovations will be
key to increasing access to useful and affordable ﬁnancial
products and services. Prepaid products can complement
direct deposit and address many of the limitations of
cheques, particularly around the needs of the unbanked or
underbanked.

These Canadians are often part of the most
vulnerable segments of society – including those living
in remote communities or Canada’s Indigenous population
– who would see a greater beneﬁt to receiving prepaid
cards versus a cheque.

Recipients of government support can use prepaid
cards for online purchases of essentials like groceries –
a critical beneﬁt for those Canadians who are unable to
leave their homes due to health concerns or who must
order their essentials online due to the inability to accesses
goods and services where they live.

Funds can be accessed online or via ATMs, avoiding
the need to use costly cheque cashing services and other
alternative money services businesses.
They are also ideal for equipping high school and college
students with electronic payment capabilities. In the

U.S., 23 percent of students use a prepaid card and
approximately 107 colleges offer campus-speciﬁc prepaid
cards, which are used to distribute ﬁnancial aid and other
beneﬁts to students, while simultaneously empowering
ﬁnancial literacy.
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Government Use
Cases in Canada
The experience of Canadian governments leveraging prepaid technologies has
been limited but has nevertheless underscored the public interest case for the
broader adoption of prepaid as a part of the Government’s payment disbursement
toolkit.

Royal Bank of Canada: Right Pay Government Prepaid Program
Since 2015 Royal Bank of Canada
has supported the replacement of
paper cheque disbursements
within the public sector in Canada
through the Right Pay government
prepaid platform.
●
●

●

This program reduced cheque-based payments within the Ontario
Disability Support Program and Ontario Works.
This program resulted in lower administration and operating costs for
the programs and also increased convenience, service, security and
ﬁnancial literacy for recipients.
The Right Pay platform was built for ﬂexibility and limitless scalability to
support the largest payment programs in Canada.

Berkeley Payment: Canadian Red Cross Disaster Relief
Berkeley Payments also worked with the Canadian
Red Cross to instantly issue more than 20,000
disaster relief cards in 2018 to insurance agents
who could provide on-the-spot emergency funds
for Alberta’s wildﬁre victims.
Berkeley manufactured, personalized and
delivered 2,500 cards within 48 hours to get
support immediately to Canadian consumers.
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Government Use
Cases in Canada
North West Company: Promoting Financial Inclusion
The North West Company offers residents
in Canada’s far North the We card.
Users can load government beneﬁts
and payroll deposits onto prepaid
card
● Funds can be spent anywhere VISA is
accepted
Allows residents in remote communities without traditional
banks to easily access the ﬁnancial system, receive funds
●

●

KOHO: Streamlined Direct Deposits
App-based bank accounts from challenger
banks have also made it simple for their users to
receive CRA direct deposits directly into their
accounts
KOHO set up a secure webpage for registration
in a matter of days and accelerated the speed
with which direct deposit are received—what
normally takes days with the CRA is now
available in 3 minutes with KOHO.

STACK: CERB Disbursements
STACK has also facilitated the receipt of CERB
deposits onto its app and prepaid cards.

Cards are issued under Peoples Trust Company under license from Mastercard
International Inc. and pursuant to license by Visa Inc.
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An International Comparison
Canada trails its counterparts when it comes to adopting prepaid solutions
to deliver government relief payments.
Simply put, prepaid is a critical delivery method of choice for government beneﬁt
and emergency payment delivery around the world. Therefore, we can look at the
success that other jurisdictions have had in adopting prepaid payments as a
government disbursement mechanism to draw on the best practices implemented
elsewhere.

$137
BILLION
The amount disbursed
through prepaid cards by
the U.S. government in
2018.
As part of this effort, in order to
solve for the challenge of
serving unbanked populations,
in 2008 the Treasury’s Fiscal
Service and Comerica Bank
launched the Direct Express®
Prepaid Debit Mastercard® to
give Social Security,
Supplemental Security Income
(SSI) and Veterans beneﬁciaries
a safer, reliable, convenient, and
low-cost alternative to paper
cheques. Since then, a number
of other disbursements can be
accessed via the Direct
Express® card.
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Over a decade ago, the U.S. Department of
the Treasury’s Bureau of the Fiscal Service
was faced with the challenge of phasing out
paper cheques in favor of an electronic
payment option by 2013 per a
Congressional mandate. However, millions
of Americans did not have bank accounts or
a means of getting an electronic payment.
Today, billions of payment transactions are
processed by Fiscal Service each year, 95%
of which are delivered electronically.

+$3
Billion

275,000

The amount
loaded onto
more than 3.5
million actively
used cards every
month in the
U.S.

The number of
prepaid cards
issued monthly
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An International Comparison
For the vast majority of this unbanked population, their Direct Express® debit card
is the sole means by which they receive funds and pay for basic living needs. It is
often the unbanked cardholder’s ﬁrst network branded payments card and an
introduction to the ﬁnancial mainstream to give Social Security, Supplemental
Security Income (SSI) and Veterans beneﬁciaries a safer, reliable, convenient, and
low-cost alternative to paper cheques.
Since then, a number of other disbursements can be accessed via the program,
which has become the largest government prepaid card program for federal beneﬁt
recipients. Two-thirds of cardholders are “unbanked,” meaning they do not have a
bank account. Estimates show that Direct Express® beneﬁciaries saved more than
$100 million in check-cashing fees in 2015 alone. This is based on approximately 53
million payments made in 2015, 80 percent of which were clear cheque
replacements, multiplied by the least expensive cheque-cashing option widely
available of $3 per cheque.

For every paper
cheque that is
converted to an
electronic
payment the U.S.
Government has
saved about $1.

The actual cheque-cashing savings are likely to be
substantially higher than this conservative estimate.
Distributing beneﬁts electronically saves the
government money, too. During COVID-19, nearly 4
million Economic Impact Payments (EIPs) are being
delivered by the U.S. Treasury via prepaid cards
issued by MetaBank. Every state is also currently
using prepaid to deliver stimulus and other beneﬁts
such as unemployment with high levels of citizen
satisfaction.

In Europe, the use of electronic vouchers has also reached the EU’s political agenda
in the context of considering effective payment methods for vulnerable and at-risk
individuals. In its recently published Q&A on the Coronavirus Response Investment
Initiative Plus: New actions to mobilise essential investment and resources, the
European Commission explicitly refers to e-vouchers, a prepaid tool, as a means of
“delivering food aid and basic material assistance”. In the UK, allpay, a provider of
bill payment, prepaid and card payment solutions, established a prepaid card
program speciﬁcally designed to help local authorities get funds to individuals
experiencing hardship as quickly as possible.
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Conclusion: Opportunities Ahead
Governments and charities all over the world have
turned to prepaid for an immediate, inclusive
means to distribute beneﬁts and emergency funds.
The level of partnership between
Canadian governments, whether at
the provincial or federal level, and
Fintech companies in the prepaid
ecosystem is trailing other countries.
Given the drawbacks of issuing cheques, we believe the Government
of Canada needs to leverage the innovation and enhanced capabilities
of prepaid solutions to deliver ﬁnancial assistance during the
pandemic.
As the government looks at modernizing its payment delivery
mechanisms, the time has come for the agencies responsible for
distributing this support to leverage the beneﬁts of new products like
prepaid. We understand that the need to move quickly led the
government to turn to tried-and-true methods for delivering beneﬁts
in response to COVID-19.
We also know that for many of the most vulnerable Canadians this
involved settling for cheques rather than alternatives that would have
avoided costly cheque cashing fees and enabled recipients to
leverage the beneﬁts of ecommerce and touchless point of sale
technology.
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About the CPPO
The Canadian Prepaid Providers Organization (CPPO) is a
not-for-proﬁt organization that serves as the collective voice
of the open-loop prepaid payments industry in Canada. The
association is supported by major Financial Institutions, card
networks, program managers and Fintech innovators. The
CPPO is focused on awareness and education to help
consumers, governments and businesses understand the
value of prepaid platforms and to enhance the experience
associated with these solutions.
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