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Media FAQs regarding EPC Press Release and Webinar November 2010
1. single euro payments area (sepa) scheme rulebooks
a)
What are the SEPA schemes? 

A payment scheme is a set of interbank rules, practices and standards necessary for the functioning of payment services
. Payment schemes are developed by banks
 operating in a cooperative and interbank environment.
Delivery of euro credit transfer and euro direct debit payment services in each of the euro area countries operates today on the basis of a single set of national payment schemes (rules and standards) for direct debit and credit transfer developed by national communities of banks. This market reality has never been challenged on the grounds of general national public policy or by national competition authorities in EU Member States. The SCT and SDD payment schemes are developed by the European banking communities cooperating in the European Payments Council (EPC).
A payment service provider (PSP) wishing to offer services based on the SEPA schemes must formally adhere to the SEPA scheme; i.e. must become a scheme participant. To date there are 4489 SCT participants, 3884 SDD Core participants and 3364 SDD B2B participants. As a result, banks representing more than 95 percent of SEPA payment volumes are offering SCT services. Due to the legal obligation for banks in the euro area to be reachable for cross-border direct debits (see section 2 below) from 1 November 2010, all banks in the euro area now participate in the SDD Core Scheme.
b)
What are the SEPA Scheme Rulebooks? 

The SCT and SDD Schemes –as set out in the SCT and SDD Scheme Rulebooks and the related Implementation Guidelines – contain sets of rules on the use of agreed standards for the execution of SEPA credit transfer and direct debit transactions. These rules have to be followed by PSPs participating in the SCT and / or SDD Schemes. The Rulebooks and the Implementation Guidelines can be regarded as instruction manuals which provide a common understanding on how to move funds (money) from account A in bank X to account B in bank Y within SEPA.
c)
Why have the SEPA Scheme Rulebooks been updated? 
The SEPA Scheme Rulebooks are revised and updated on an annual basis to ensure that the schemes meet customer requirements at all times. In accordance with best industry practice, updated rulebooks are published one year prior to becoming effective. This allows banks and their service providers sufficient time to address the rulebook updates. The rulebooks published on 1 November 2010 will come into effect on 19 November 2011 and are then binding for all scheme participants (banks offering services based on the SCT and SDD Rulebooks). 

The SEPA Schemes are designed by payment professionals from all 32 SEPA countries in close dialogue with customer representatives. The schemes evolve based on an open and inclusive change management process defined in the SEPA Scheme Management Internal Rules
. The process states that all stakeholders may formally introduce suggestions for changes to the schemes. The EPC is required to evaluate the feasibility of all suggestions based on a catalogue of objective criteria also set out in the Internal Rules. Proposed changes are subject to a three month public consultation and those that find broad acceptance in the user community are taken forward. Change requests that lack broad support are not. As a result of this change management process, the SEPA schemes incorporate numerous features introduced by end users. 
d)
Have many changes been incorporated into the newly released rulebooks?  

No. The EPC received only a limited number of change requests for new elements to be introduced into the 2010 rulebook versions (which will take effect in 2011). This demonstrates the maturity of the SCT and SDD Schemes and highlights that they are fit for purpose. To read more on this subject click here.
2. mandatory reachability for sdd core 
a)
Following the launch of SDD services in November 2009, what is the current uptake among bank customers?

According to the SDD indicators compiled by the European Central Bank (ECB), the share of SEPA Core Direct Debits as a percentage of the total volume of direct debits generated by bank customers amounts to 0.07 per cent as of August 2010
. It should be recognised however, that PSPs have only been gradually rolling out SDD services from November 2009, when the EPC launched the SDD Schemes. The key launch date for SDD services is 1 November 2010, when all branches of banks in the euro area became reachable for cross-border direct debits as mandated by EU Regulation (EC) 924/2009. November 2009 through to November 2010 should be considered as the pilot phase. 
In practice, the mandatory reachability for SDD Core means that any bank customer who holds an account in the euro area, which provides the option to make euro direct debit payments at a national level, can now make cross-border payments by SDD as well. This of course requires that companies selling goods and services make available the option to pay via SDD to their own customers. Since banks representing almost 100 per cent of SEPA payments volumes are also offering SEPA Credit Transfer services, bank customers in the euro area can now rely on one bank account to make domestic and cross-border euro payments across the euro area while enjoying highly competitive services provided by banks. This will enable all bank customers in the euro area to realise the extensive benefits offered by SEPA in general and SDD in particular.
Now that all banks in the euro area are reachable for SDD, the EPC calls on EU lawmakers to provide planning security to all market participants by setting a clear deadline for migration to the SEPA schemes developed by the EPC.
b)
How secure is the SDD Scheme for consumers?

The SDD Scheme ensures complete consumer protection and control as they are guided by key security principles.

For example, the SEPA Core Direct Debit goes beyond the requirements of the Payment Services Directive (PSD), by granting consumers a “no-questions-asked” refund right during the eight weeks following the debiting of a consumer's account. This means that during this time any funds collected by SDD will be credited back to the consumer's account upon request. In the event of unauthorised direct debit collections, the consumer's right to a refund extends to thirteen months as stipulated in the PSD.
In a joint letter to the EPC, the European Commission and the European Central Bank (ECB) confirmed that the SEPA Direct Debit Scheme is based “on proven national concepts, fully meets the respective legal requirements and – in some points – goes even further than required by the Payment Services Directive in order to better satisfy customer needs”.
To read more on this subject click here.
 
c)
Has EPC failed to engage customers in SEPA?

Following the introduction of euro notes and coins in 2002, the EPC was de facto mandated by European authorities – EU governments represented in the European Economic and Financial Affairs Council (ECOFIN), the EC and the ECB – to create a single set of harmonised SEPA payment schemes necessary to realise SEPA. Now that SCT and SDD are fit for purpose and have been implemented by the banking industry, the scene is set for SEPA to be brought to a successful conclusion.  
It must be recognised that self-regulatory efforts by the European banking industry cooperating in the EPC are exclusively aimed at defining the rules and standards governing the SEPA schemes and frameworks and to engage the banking industry in the process of implementing these schemes and standards. It is not the EPC’s responsibility, nor that of individual banks, to impose migration to SEPA payment schemes on the demand side; to establish the legal and regulatory framework required to realise SEPA; or to set mandatory deadlines for replacing existing national euro credit transfer and euro direct debit schemes by SCT and SDD. For this latter point to be realised, EU Regulation is required.
It also must be recognised that SEPA is not a demand-driven process; most bank customers in the EU are reasonably satisfied with existing payment services and have higher investment priorities than upgrading their payment architecture to comply with the SEPA schemes. If regulators wish to realise the political vision of an integrated euro payments market, then they need to demonstrate the political leadership required to achieve this goal – as was done for the euro introduction.

In summary, the EPC is not responsible for the overall management and governance of the SEPA process. SEPA is a political initiative and the political drivers of SEPA – the European Commission, the ECB, the European Parliament and the European Council – must take responsibility for communicating and realising its objectives, as they did for the introduction of the euro. This involves setting end dates for migration to the single set of SEPA schemes requested of, and delivered by, the EPC.  
3. expected regulation setting end dates for compliance of euro payment schemes with “essential requirements”
a)
What does the Commission propose to-date as regards the expected SEPA Regulation?
As recognised by the majority of all market participants, the single element now required to achieve an integrated euro payments market is a clear deadline for migration to SEPA.

Earlier this year, the European Commission indicated that it might introduce a formal proposal for a Regulation establishing end dates for euro credit transfer schemes and euro direct debit schemes to comply with so-called “essential requirements”. Throughout the past decade, it has been understood by all – including the Commission – that the SEPA process aims to replace national euro credit transfer and euro direct debit schemes with the SCT and SDD Schemes developed by the EPC. Based on statements of the Commission in March and June 2010
 related to the forthcoming Regulation, the Commission now seems to embrace a radically different SEPA vision based on multiple “new and competing credit transfer and direct debit schemes to emerge under the condition that they are compliant with the essential requirements”. 
The concept papers related to a SEPA Regulation released by the Commission earlier this year further envisage that the Commission itself will determine future “essential requirements” to be met by euro credit transfer and euro direct debit schemes; i.e the Commission is seemingly determined to define payment functionalities. In its statements of March and June 2010, the Commission proposes to reserve the right to amend – at any time and at its discretion – “essential requirements” to be met by euro credit transfer and euro direct debit schemes and to make mandatory many of the features which are currently included as options in the SEPA schemes developed by the EPC.
The Commission recently announced that a public hearing will be held on 17 November 2010 to ensure that all market participants are again consulted on the most appropriate approach to regulatory intervention related to SEPA. The Commission further indicated that it will introduce a formal proposal for such Regulation once the arguments brought forth at this public hearing have been evaluated.
b)
Why do recent statements of the Commission as regards a forthcoming SEPA Regulation come as such a surprise to the EPC?
The EPC welcomes the European Commission’s willingness to legislate on end dates for migration to SEPA. The understanding throughout the past decade shared with the European Commission is that the SEPA process aims at replacing national euro credit transfer and euro direct debit schemes by the SCT and SDD Schemes developed by the EPC. Due to the statements of the European Commission mentioned above, however, the EPC is very concerned that the proposed Regulation as presently envisaged will deliver a different outcome. The novel approach of the Commission based on the concept of “mutliple, competing and interoperable” SEPA payment schemes results from the equally novel outlook of the Commission on the SEPA schemes developed by the EPC at the request of regulators: the Commission now brands these schemes to represent a “private monopoly”
. The EPC does not share this perspective given that the regulators de facto mandated the European banking industry to develop a single set of SEPA payment schemes for euro credi transfers and euro direct debits (see section 4 below). In the view of the EPC, a regulatory intervention based on the Commission’s recent considerations would effectively derail the entire SEPA project and eliminate the extensive benefits SEPA offers bank customers. 
c)
What are the EPC’s key concerns with regard to the expected SEPA Regulation as outlined by the Commission in March and June 2010? 

i. Commission’s comparison of the EPC with a “private monopoly”
The EPC was de facto mandated to develop a single set of harmonised payment schemes by the European regulators.
Replacing the multitude of existing national euro payment schemes by a set of harmonised SEPA payment schemes will deliver increased competition in the provision of payment services to the benefit of bank customers and strengthen the common currency. It is recognised that standardisation in network industries such as the payments industry generates scale and scope advantages for users.

As stated above, delivery of euro credit transfer and euro direct debit payment services in each of the euro area countries operates today on the basis of a single set of national payment schemes (rules and standards) for direct debit and credit transfer developed by national communities of banks. This market reality has never been challenged on the grounds of general national public policy or by national competition authorities in EU Member States.
In essence, a SEPA payment scheme can be compared to other frameworks which prescribe standardised processes to be observed by actors operating in network industries: such standardisation – or integration – initiatives enable the provision of services by service providers in a two-sided market also across traditional boundaries (for example, national borders). An example of such integration initiatives are standardised railway tracks allowing a multitude of commercial railway operators to move their trains across borders. Similar examples of standardisation in network industries can be found in the areas of telecommunication, television or radio. In the area of payments, also the introduction of the euro can be regarded as a means of standardisation. It needs to be kept in mind that the euro would never have become the common currency of today 16 EU Member States if migration to the euro would have been left to market forces. The purpose of migrating to a single set of harmonised SEPA schemes for euro credit transfers and euro direct debits can therefore be compared to implementing standardised “railroad tracks” for the exchange of payments across the European Union: The SCT and SDD Schemes represent the integration at a European level of the multiple sets of single national payment schemes existing today.
Migration to the SEPA schemes as developed by the EPC does not imply migration to specific SEPA products and services offered by individual payment service providers or to a single payment system. Migration to a single set of SEPA payment schemes would allow multiple payment service providers to offer a broad range of diversified payment services and products for euro credit transfers and euro direct debits SEPA-wide. As a result, customers would benefit from increased competition and more choices in the payments market. Standardisation at the scheme level is the very precondition for increased competition and diversity of PSPs at the services and product level.

It should be recognised that the scope of the current debate on migration to SEPA refers exclusively to the replacement of existing national euro credit transfer and euro direct debit schemes equivalent or corresponding to the SEPA Credit Transfer and / or SEPA Direct Debit Schemes. Several other payment schemes exist in the market today enabling payment services different from credit transfers and direct debits. These payment schemes, such as card schemes, will not be addressed in this context. 
It should also be noted that the EPC is a not-for-profit organisation and makes all deliverables available free of charge, i.e. the SEPA Credit Transfer and SEPA Direct Debit Scheme Rulebooks and adjacent documentation are available for download on the EPC web site by any interested party. The EPC is not a supplier of technology or any goods or services. The SCT and SDD Schemes developed by the EPC have open access criteria in line with Article 28 of the Payment Services Directive (PSD). Last but not least, it should be kept in mind that the SCT Scheme and the SDD Schemes are not commercial brands such as, for example, debit card or credit card schemes. Comparing a not-for-profit organisation with a de-facto monopoly is therefore erroneous and misleading.
ii. “Interoperability” of multiple competing payment schemes versus standardisation

To grasp the level of detail that needs to be agreed upon to ensure the proper, SEPA-wide functioning of a payment scheme, we refer, for illustrative purposes, to the SEPA Credit Transfer Scheme Rulebook, the SEPA Direct Debit Scheme Rulebooks and related Implementation Guidelines posted on the EPC web site.

For any given payment to be correctly executed under a specific payment scheme, the scheme rules must be observed – at a minimum – by the following parties: the payer's bank, the payment system facilitating the clearing and settlement of funds between two banks, and the payee's bank. In the absence of such unique scheme rules observed by these parties, it is impossible to execute a payment. The SEPA-wide Straight-through-Processing (no manual intervention) of a combined 33.3 billion credit transfers and direct debits in the euro area
 annually requires agreement on the business rules and standards governing the execution of euro payment transactions. Payment services can only be delivered SEPA-wide if the PSPs of all customers adhere to the exact same basic scheme rules and standards; i.e. if banks are “reachable” based on their adherence to the same payment scheme. Hence, integration of the currently fragmented euro payments market for euro credit transfers and euro direct debits requires that all PSPs adhere to the same SCT and SDD Scheme. 
Creating “interoperability” of “multiple” SEPA schemes for euro credit transfers and euro direct debits as now envisaged by the Commission would require onerous multiple agreements at an extremely high level of detail to allow fully automated processing of payments across multiple payment schemes. This concept also puts at risk the fundamental requirement of full reachability of all PSPs across SEPA. In consequence, implementing this concept would do little to overcome the fragmentation of the euro payments market and disregards the principles governing an optimally efficient payment environment. The concept of “multiple, competing, interoperable” SEPA payment schemes makes about as much sense as arguing that “competing” standards for railroad tracks would boost competition in the transport and cargo sectors. If the latter were to be introduced, the exact opposite would happen: train traffic would come to a grinding halt.
iii. Lack of end dates for phasing out national euro payment schemes
A forthcoming Regulation as outlined by the Commission earlier this year would fail to establish definite end dates for the phasing out of existing national euro payment schemes. This would prevent the realisation of potential financial benefits which could be reaped from migration to a set of harmonised SEPA schemes. Existing national euro payment schemes could become compliant with the “essential requirements”. As a result, domestic transactions would still be handled by national schemes while the SEPA schemes would be used exclusively for cross-border transactions. This scenario is called a “Mini-SEPA”.
iv. Punishment for early movers to SEPA 

The Regulation could render obsolete substantial investments made by early movers both on the demand and supply sides who – in response to previous calls by regulators including the European Commission – have already renewed their payment architecture to comply with the SEPA schemes developed by the EPC. Banks and other stakeholders shouldered these investments based on the shared expectation and understanding that national euro payment schemes would be phased out. The change of emphasis to the “essential requirements” and multiple competing schemes, however, fundamentally contradicts this original assumption upon which these investments were made.

v. Loss of cost savings resulting from the consolidation of cash management operations

Migration to a single set of SEPA schemes is the precondition for consolidation to take place. Such consolidation would allow bank customers such as businesses to generate cost savings and efficiency gains.
vi. Commission determining future business rules and standards applicable to payment schemes
If the Commission takes it upon itself to determine payment functionalities by mandating related “essential requirements”, innovation in payment standardisation will be severely restricted.
Industry will only be able to move forward following amendment of the “essential requirements” through a burdensome legislative process. As a consequence, the European payments industry will be at a significant disadvantage in the global market and – most importantly – bank customers will not have access to the most advanced payment services.
vii. The envisaged Regulation jeopardises one of the most successful payment instruments in the market: the direct debit

Given the additional complexity added to direct debit transactions based on the envisaged “essential requirements”, consumers and businesses using direct debit today are likely to refrain from doing so in the future. These “essential requirements” would also distort the level playing field between payment service providers as operational complexities would increase materially.
d)
What would the EPC propose instead as regards a Regulation aimed at ensuring swift migration to SEPA?
The EPC calls for EU Regulation which sets binding end dates for migration to the SCT and SDD Schemes developed by the EPC at the request of European regulators, and in close dialogue with the customer community.
In line with expectations expressed by the EU Finance Ministers, the European Parliament and the ECB, the forthcoming Regulation must set end dates for the phasing out of existing national euro credit transfer and euro direct debit schemes to ensure that the high costs of running multiple payment schemes in parallel can be eliminated. This would be consistent with the SEPA vision promoted by regulators over the past decade (see section 4 below).

4. statements of eu authorities and other stakeholders requesting migration to sct and sdd
Over the past years, regulators, including the European Commission and other stakeholders have consistently and repeatedly requested migration to the SEPA schemes developed by the EPC, as illustrated in the quotes below.
Joint statement of the European Commission and European Central Bank, May 2006: “SEPA has become a reality...when consumers, businesses and governments are able to make cashless payments throughout the euro area from a single payment account anywhere in the euro area using a single set of payment instruments.” – “The Commission and the ECB…stress their support for the objectives set by the EPC: That EU citizens, enterprises and public administrations should have the possibility to use the SEPA credit transfer and the SEPA direct debit payment instruments defined by the EPC.” 
Jean-Claude Trichet, President, European Central Bank, stated at the “SEPA Summit” in November 2006: “The EPC has agreed on the common rulebooks for credit transfers and direct debits and a framework for card payments. This single set of rules will allow different entities to provide core services throughout the euro area. The ECB fully supports the EPC’s work in this field.”
Charlie McCreevy, former EU Commissioner for Internal Market and Services, commented at the “SEPA Summit” in November 2006: “The EPC has already accomplished sterling work with the existing credit transfer and direct debit rulebooks necessary for the launch of SEPA products. Securing the agreement of 7000 or so European banks is no mean achievement and one for which I should like to heartily congratulate the EPC.”
 

In December 2009, the EU Finance Ministers represented in the EU Economic and Financial Affairs Council (ECOFIN) considered that “establishing definitive end-dates for SDD and SCT migration would provide the clarity and the incentive needed by the market, ensuring that the substantial benefits of SEPA are rapidly achieved and that the high costs of running both legacy and SEPA products in parallel can be eliminated”.

In March 2009 and March 2010, the European Parliament called on the European Commission “to set a clear, appropriate and binding end-date, which should be no later than 31 December 2012, for migrating to SEPA instruments, after which all payments in euro must be made using the SEPA standards”.

At its inaugural meeting in June 2010, the SEPA Council, chaired by the European Commission and the ECB, which brings together representatives of both the demand and supply sides, including the EPC, endorsed a formal declaration stressing their “strong support for the establishment of end-date(s) for migration to SEPA Credit Transfers and SEPA Direct Debits by means of legislation at EU level”.

In her speech at the EPC SEPA Direct Debit Launch Event on 13 October 2009, Gertrude Tumpel-Gugerell, Member of the Executive Board of the European Central Bank, pointed out: “The Eurosystem will continue its efforts to foster a general understanding among stakeholders that setting a realistic but ambitious end-date for migration to SCT and SDD is a necessary step in order to reap the benefits of SEPA”. She also clarified on this occasion that the SEPA concept entails “using a single set of payment instruments”.
At the EUROFI conference in Brussels in September 2010, Ms Tumpel-Gugerell reiterated: “To ensure the materialisation of SEPA benefits, a migration end date by regulation for SEPA credit transfer and SEPA direct debit is necessary and should be set by the EU legislator”. 
In the Seventh Progress Report on SEPA of the ECB / Eurosystem published in October 2010 it is stated that the “Eurosystem expects SCT and SDD to become the credit transfer and direct debit schemes used for euro payments in the EU. After the SEPA migration end date, they will have replaced national legacy credit transfer and direct debit schemes for euro payments”.
At the European Financial Services Conference in Brussels in April 2010, Michel Barnier, now EU Commissioner for Internal Market and Service and in charge of the forthcomig proposal for a SEPA Regulation, emphasised: “... we need to give SEPA ... a renewed momentum. I believe that binding end-dates are important in this regard.”
� European Central Bank Payments and markets glossary available at http://www.ecb.int/home/glossary/html/act6p.en.html#631


� The term ’bank’ is used in a non-discriminatory fashion and does not exclude payment service providers that are not credit institutions.


� The SEPA Scheme Management Internal Rules are available at � HYPERLINK "http://www.europeanpaymentscouncil.eu" �www.europeanpaymentscouncil.eu� / SEPA Direct Debit, for example.


� Latest data available. The ECB SDD indicators are publicly accessible at http://www.ecb.europa.eu/paym/sepa/about/indicators/html/index.en.html.


� The EC Discussion Paper “SEPA Migration End Date” (March 2010) and the Commission services’ Working Paper “SEPA Migration End-Date” (June 2010) are available in the “SEPA Files” section on the EPC homepage at � HYPERLINK "http://www.europeanpaymentscouncil.eu" �www.europeanpaymentscouncil.eu� .


� European Commission Discussion Paper ‘SEPA Migration End-Date’ (PSMEG/002/10), section 2.1 (15), page 3.


� ECB Blue Book (2009).


� Note of the EPC with regard to the quote of former EU Commissioner Charlie McCreevy above: obviously, in 2006 (and in the years thereafter), the European Commission did not regard the agreement of the European banking industry on a single set of harmonised SEPA payment schemes to represent a “private monopoly”. On the contrary, the Commissioner specifically lauded the EPC for having achieved just that.





	EPC AISBL – Avenue de Tervueren 12 B – 1040 Brussels·– Phone + 32 2 733 35 33 – Fax: + 32 2 736 49 88

www.europeanpaymentscouncil.eu – Enterprise number: 0873 268 927



PAGE  
EPC383-10 Media FAQs Fall 2010
Page 8

[image: image1.jpg][image: image2.jpg]