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Change Request
for the update of ISO 20022 financial repository items
A. Origin of the request:
A.1 Submitter: This request is submitted by the Berlin Group on behalf of its members from the European Card Payments Industry, which include Atos Wordline, Borica, BKM, Ceca, Cetrel, Trionis, EAPS, Euro Kartensysteme, Equens, DIAS, First Data International, MBU, National Bank of Serbia, PAN Nordic Card Association, Payfair, Equens Italy, SIA, SIBS, Visa Europe, VocaLink, Zentraler Kreditausschuss (ZKA) and others.
A.2 Contact person: 

The following persons can be contacted by the RA, RMG or SEG to get additional information on the project and/or its business justification:

Ortwin Scheja, SRC Security Research & Consulting GmbH, Bonn, Germany, phone: +492282806109, email: ortwin.scheja@src-gmbh.de

Piet de Kreij, Equens Nederlands,  Utrecht, Nederlands,               phone: +31302835547, email: piet.dekreij@nl.equens.com
B. Related messages:
The list of ISO 20022 messages which would be impacted by the change, including the Message IDs as shown in the Catalogue of ISO 20022 messages .
The following messages are addressed in detail:

· The initiation messages:

· pain.008.001.02 CustomerDirectDebitInitiationV02 and

· pain.001.001.03 CustomerCreditTransferInitiationV03 with all related messages:

· pain.002.001.03 CustomerPaymentStatusReportV03

· pain.007.001.02 CustomerPaymentReversalV02

· camt.055.001.01 CustomerPaymentCancellationRequestV01

· The interbank messages:

· pacs.003.001.02 FIToFICustomerDirectDebitV02 and
· pacs.008.001.02 FIToFICustomerCreditTransferV02 with all related messages:
· pacs.002.001.03 FIToFIPaymentStatusReportV03
· pacs.004.001.02 PaymentReturnV02
· pacs.007.001.02 FIToFIPaymentReversalV02
· camt.056.001.01 FIToFIPaymentCancellationRequestV01
· And the bank to customer report messages:
· camt.052.001.02 BankToCustomerAccountReportV02
· camt.053.001.02 BankToCustomerStatementV02
· camt.054.001.02 BankToCustomerDebitCreditNotificationV02
C. Description of the change request:
The ISO 20022 financial repository describes payment messages for Direct Debits and Credit Transfers. These messages do not contain specific card transaction data, for using the messages for the clearing of card based transactions.

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 from the ISO 20022 repository, i.e. “pain” and “pacs” messages of the standard resulting in a SEPA Card Clearing Framework (SCC), cp. www.berlin-group.org.

Whilst the ISO 20022 repository is fully sufficient for the clearing process between the Debtor and Creditor Bank itself also for card transactions, more data elements are required to transport card transaction related data from the Creditor to the Debtor or their respective reference parties for the cardholder account statement or the dispute management between the acquirer of the card transaction and the issuer of the card. To solve this in a short term perspective, the Berlin Group has introduced proprietary encodings for SCC within subfields of the payment messages, especially a TLV encoding of the unstructured remittance information field.

To reach a well structured long term solution, the Berlin Group in 2010 had submitted successfully the business justification CCPay to the ISO 20022, where CCPay stands for Card Clearing through Payment messages. In the meantime, the ISO 20022 Payment SEG has received also other requests to extend payment messages to product data for specific electronic business processes between banks using payment messages as an important underlying infrastructure. The Payment SEG has now started to discuss the need to extend the Payment Messages in a structured way to transport banking industry data within payments. The idea is to use the method of XML extensions, where XML subschemata could be linked by third parties into the payment XML schemata. This XML extension approach would be preferred by the Berlin Group to the long term solution of own Card Clearing Payment Messages as they would be delivered by the CCPay work in the end, since the synergies in the transaction processing are expected to be higher and the governance efforts for the card related payment messages to be much smaller.

Thus, the scope of this change request is to extend the “pain” and “pacs” messages of the ISO 20022 repository with an XML extension mechanism which would allow the Berlin Group to include an XML schema with a limited number of data elements needed to support the end-to-end clearing of card transactions. In addition to Direct Debit messages also analogous messages of the Credit Transfers are addressed in this change request for example for specific card based crediting services like "merchant refunds", where funds are transferred from a merchant account to the cardholder in cases of goods reclamations. The request to extend also credit transfer messages with an XML extension mechanism is thus needed to be able to offer a complete clearing processes for card processing services, as indicated above. 
The standardisation of real-time card authorisation messages is out of scope of this change request.

Please note further that most of the card data to be used by the Berlin Group in the XML extension is already available within the ISO 20022 dictionary through the ongoing work of the Cards SEG.

Design Impact on XML extensions of the change request

The XML extension for card transaction based clearing messages will contain the following substructures:

· Card Data (mandatory, present as ISO 20022 data field)
· This  structure contains the following data fields which identify the card:

· PAN (mandatory, present as ISO 20022 sub field)

· Expiry Date of the card (mandatory, present as ISO 20022 subfield)

· Sequence Number of the card (optional, present as ISO 20022 sub field)

· Point of Interaction (POI) Data (mandatory,  present as ISO 20022 data field
· This structure contains data fields which identify the POI and define its characteristics:
· .POI Identification (mandatory, present as ISO 20022 sub field)
· With entry “Issuer of POI ID”, (optional, present as ISO 20022 data field)

· Capabilities (mandatory, present as ISO 20022 sub field) with the subfields

· Card Reader Capabilities (mandatory, present as ISO 20022 sub field)

· Cardholder Verification Capabilities (mandatory, present as ISO 20022 sub field)

· Online Capabilities (optional, present as ISO 20022 sub field)

· Card Acceptor Business Code (formerly Merchant Category Code, optional, present as ISO 20022 data field in a different data structure)

· Transaction Data (optional, present as ISO 20022 data field)
· This structure contains data fields which identify the card transaction and characterize outcome and circumstances of the current transaction.

· Transaction Data contains at least four further optional substructures 

· Financial Details (optional, present as ISO20022 sub field) with the substructures
· Original amount with currency (new field, not yet present in the ISO20022 dictionary, this is the amount originally authorized during the realtime authorization process)
· Detailed amount (present as ISO 20022 sub field) with currency with the types of entry

· Cash Back (present)

· Surcharge (new value of a type)

· Gratuity (present)

· Payment Context (optional, present as ISO 20022 sub field) with the substructures present in the ISO 20022:
· Card Presence (True/False)

· Cardholder Presence (True/False)

· Attendance

· Authentication method (in the current ISO 20022 data dictionary only present as data field in the “cardholder component”)

· Card Data Entry Mode

· Transaction Channel

· Retrieval Reference Number of the Card Acceptor (optional, present in ISO 20022)

· Reason code for Second Presentment (optional, new field for ISO 20022)

· Additional Service (optional, present in the ISO 20022) with the only value 
· No Show

· Prepaid Account to be loaded (optional, new field for ISO 20022) with the subfields

· Account to be loaded

· Account Type

· Account Issuer (Identification and Name)

· TransactionDateTime (optional, present as ISO 20022 sub field)

· ICC related Data (optional, present as ISO 20022 sub field)
Note: This data field currently is available only as binary field. This field will be needed in a half byte text encoding for payment messages.

More details on card transaction related data to be transported end-to-end can be delivered by the Berlin Group, if needed by the ISO 20022 Payment SEG.

D. Purpose of the change:

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 ISO 8583 messages.

The European banking industry is currently implementing a “SEPA Direct Debit Scheme” relying on the ISO 20022 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. This would be in line with the preference of the ECB for using ISO 20022 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 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.
In the following, benefits for stakeholders are given.

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 expected mandate of migrating domestic payments instruments to SEPA instruments after 2012/2013 (SEPA end date debate). Thus the extension of the ISO 20022 debit and credit messages for card data is very urgent to allow the use of fully ISO defined messages instead of first implement a solution with proprietary encodings of certain subfields. 

The Berlin Group is ready to prepare the ISO 20022 compliant models of the additional data to be transported in the "SupplementaryData" extension component of each message and submit them to the RA for compliance checking and registration, as soon as this change request is approved by the Payments SEG. We understand that the implementation of the proposed solution is pending approval and implementation of CR0118 introduced by the Payments SEG to add the SupplementaryData extension component in related payments messages and that CR0118 is currently considered for implementation in the 2011/2012 maintenance cycle.   
F. Business examples:
Cp. D.
G. SEG recommendation:
	Consider
	V
	Timing

	
	- Next yearly cycle: 2011/2012
(the change will be considered for implementation in the yearly maintenance cycle which starts in 2011 and completes with the publication of new message versions in the spring of 2012)
	
	Priority: 

high 

medium 

low

	
	- At the occasion of the next maintenance of the messages
(the change will be considered for implementation, but does not justify maintenance of the messages in its own right – will be pending until more critical change requests are received for the messages)
	

	
	- Urgent unscheduled
(the change justifies an urgent implementation outside of the normal yearly cycle)
	
	

	
	- Other timing: V
	


Comments:

CR approved. The SupplementaryData component will be added to all related payments messages as per CR0118 which will be implemented in the 2011/2012 maintenance cycle. The Berlin Group may develop required ISO 20022 compliant structure for use in the SupplementaryData component and submit it to the RA for compliance checking at its best convenience.
	Reject
	


Reason for rejection:
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