RA ID: CR0002/Payments External Code Lists

Change Request
for the update of an External Code List used in ISO 20022
A. Origin of the request:
A.1 Submitter: Berlin Group on behalf of its members from the European Card Payments Industry
A.2 Contact persons:
Gerd Cimiotti, SRC Security Research & Consulting GmbH, Bonn, Germany, phone: +492282806116, email: gerd.cimiotti@src-gmbh.de
Piet de Kreij, Equens Nederlands,  Utrecht,  Nederlands, phone: +31302835547, email: piet.dekreij@nl.equens.com 
A.3 Sponsors: Atos Wordline, Borica, BKM, Ceca, Cetrel, Trionis, Euro Kartensysteme, Equens, First Data International, MBU, National Bank of Serbia, PAN Nordic Card Association, Equens Italy, SIA-SSB, SIBS, Visa Europe, VocaLink, Zentraler Kreditausschuss (ZKA) and others.   
B. Related External Code List:
Messages using the “Purpose” code list (ExternalPurpose1Code):
· The payment initiation messages:

· pain.008.001.02 CustomerDirectDebitInitiationV02 and

· pain.001.001.03 CustomerCreditTransferInitiationV03 

· The payment clearing and settlement interbank messages:

· pacs.003.001.02 FIToFICustomerDirectDebitV02 and
· pacs.008.001.02 FIToFICustomerCreditTransferV02 with 
· And the cash management  messages:
· camt.007.002.03 RequestToModifyPaymentV03
· camt.029.001.03 ResolutionOfInvestigationV03
· camt.052.001.02 BankToCustomerAccountReportV02
· camt.053.001.02 BankToCustomerStatementV02
· camt.054.001.02 BankToCustomerDebitCreditNotificationV02
C. Description of the change request:
Extension of the code list of the "Purpose" field (ExternalPurpose1Code) in the Transaction Information Structure of Direct Debit and Credit Transfer Messages for the Collection of Card based Transactions.

The following additional code values are required:

· Cash disbursement: 

ATM Cash Withdrawal in an unattended or Cash Advance in an attended environment (POI or bank counter)

· CardPayment with Cashback:

Purchase of Goods and Services with additional Cash disbursement at the POI (Cashback)

· Quasi Cash:

Purchase of Goods which are equivalent to cash like coupons in casinos.

· Original Credit:

A service which allows the card acceptor to effect a credit to a cardholder' account. Unlike a Merchant Refund, an Original Credit is not preceded by a card payment. This service is used for example for crediting winnings from gaming.
D. Purpose of the change:

The UNIFI/ISO20022 financial repository describes payment messages for Direct Debits and Credit Transfers. The ISO 20022 has introduced a value "CARD" for the local instrument (ExternalLocalInstrument1Code) to indicate card based transactions within the payment.

The Berlin Group as a European standardisation organisation has developed a payment model and a message format for the clearing of card transactions by using the Direct Debit messages and for some specific services also Credit Transfer messages from the UNIFI repository, i.e. “pain” and “pacs” messages of the standard.

Whilst the UNIFI repository is fully sufficient for the clearing process between the Debtor and Creditor Bank itself also for card transactions, the control of the transaction flow and consequences for example for fee processing it is required to know more about the related card transaction between Creditor and Debtor or their respective reference parties. 

Thus, the scope of this change request is to extend the "purpose" field within the Transaction Information Structure of the UNIFI repository with some new codes to identify the nature of the underlying card transaction.

Rationale
A major part of domestic European card payment systems use inter-bank direct debit instruments to clear and settle card transactions at a domestic level, using domestic payment standards as the clearing format rather than ISO8583 messages.

The European banking industry is currently implementing a “SEPA Direct Debit Scheme” relying on the UNIFI standard to support a pan-European direct debit instrument. Further analysis within the European banking industry has identified that the infrastructure used to process Direct Debits could also be used to clear and settle card transactions by extending the processes and formats used for the direct debit scheme. Additionally, also credit transfer messages will be needed for offering a complete CSM based clearing process for card processing, when offering specific services where the cardholder account is credited by the card acceptor instead of debited. This would be in line with the preference of the ECB for using UNIFI standards for new financial messages.

There are many reasons for adopting such a solution. The main reason is that this leads to full Straight Through Processing (STP) for clearing by using the same processes and formats between different banks and between banks and Clearing and Settlement Mechanisms (CSM). The use of STP is expected to reduce the costs of the clearing processing significantly, since only one SEPA card clearing format will to be supported in the mid-term within Europe, irrespective of local or cross-border interfaces. Moreover, the banks will then be able to switch easily between different market solutions for clearing, be it a solution using a CSM or a bilateral clearing solution between banks. 

It is expected that the prices for the clearing of card based transactions via CSM might even be less than those announced today for the SEPA Direct Debit scheme, if this service were to be accepted by the banking community. This expectation is based on the fact that a high percentage of clearing transactions comprise card transactions in general, thus resulting in an economy of scales. An indicator for this might be that in some national markets the prices for the clearing of card transactions with direct debit payment instruments are very low if the volumes are high enough. 

Thus, a solution which uses the new SEPA clearing infrastructure will generate synergies by allowing banks to use the same infrastructure for both direct debits and card clearing within Europe, replacing the domestic direct debit payment infrastructure used for card clearing in the mid-term with a common European infrastructure. Consequently, this solution would strongly support the SEPA objectives of the ECB and the European Commission.

Advantages for and Expectations of Card Issuers and Acquirers

The most important advantages offered to Creditors (Acquirers) and Debtors (Card Issuers) by an extension of the direct debit messages for card transaction data are: 
· Use of the same message formats for all card based CSM clearing transactions within SEPA.

· Support of STP from the Creditor Reference Party (Card Acceptor) up to the Debtor Reference Party (cardholder) is feasible.
· Reduced processing cost by reuse of the same formats as for direct debits.

· Fully automated reconciliation of received payments.

· High reachability for Creditors independent of the underlying card scheme.

· Allows unbundling of card processing and card scheme, thus it may reduce processing costs.

Advantages for and Expectations of Banks

The most important advantages offered to banks by an extension of the direct debit messages for card transaction data are:

· Processes are highly automated and cost-effective 

· The increased volumes on the payment engines by using formats very close to direct debit formats will decrease processing costs.
· The standard enables the achievement of full STP of all transactions, including, with clear reference to the original transaction, Rejects, Returns, Refunds and Reversals 

· Ease of implementation 

· It will be easier to create new card schemes within the SEPA region, to construct a more competitive and challenging card market.

· Use of open standards such as ISO BIC and European IBAN as bank and account identifiers is supported.

E. Urgency of the request:

The banking industry in some European countries is planning to migrate the card clearing from domestic debit instruments to SEPA standards after the implementation of SEPA Direct Debit in 2009/2010, i.e. in 2010/2011. Thus the extension of the ExternalPurpose1Code list is very urgent to allow the use of fully ISO defined messages.
F. Business examples:
See above description.

G. Comments from the SEG and disposition of comment by the submitter

This section will be used in case the SEG requires any clarification from the submitter on the change request
H. SEG recommendation:
This section will be completed in due time by the SEG in charge of the related External Code List. 
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The Payment SEG has asked for additional information from the CARD SEG before approving.
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