BUSINESS JUSTIFICATION

FOR THE DEVELOPMENT OF NEW ISO 20022 FINANCIAL REPOSITORY ITEMS
A. Name of the Request:

Dispute Resolution in Cards Fee Collection
B. Submitting organization:
1. Name: China UnionPay (CUP)
2. General information:

China UnionPay was established in Shanghai in March 2002. As the center of the China’s bankcard industry, China UnionPay plays a fundamental role in the development of bankcard industry in China. It operates an inter-bank transaction settlement system which facilitates the interoperability among banking systems, making inter-bank, cross-region and cross-border usages of bankcards possible. In addition, UnionPay actively collaborates with industrial parties like commercial banks in an effort to promote UnionPay card standards and regulations, create an independent bankcard brand, promote the innovation and application of bankcard, maintain an orderly bankcard acceptance market and prevent bankcard risks.

The establishment of China UnionPay has promoted the large-scale development of bankcard utilization in China. As of June, 2012, the UnionPay card issuance volume reached 3.26 billion pieces. The numbers of bankcard merchants, POS terminals and ATM machines are 3.88 million, 5.91 million and 399 thousand, increasing by 21.1 fold, 21.8 fold, and 8.8 fold respectively from 2002. UnionPay is also dedicated to the exploration of the international markets. As of June, 2012, over 14 million UnionPay card have been issued by 85 institutions in 26 overseas countries and regions. UnionPay’s international acceptance network has expanded to 130 countries and regions on five continents. After ten years of development, China UnionPay has become one of five major bankcard brands worldwide, in the same league with Visa and MasterCard. 

C. Scope of the new development

1. Business area: Fee Collection (cafc) – messages that support the reporting and advising of card payment transactions, including the collection of fees and processing of charge-backs.  
2. Transaction types

(1) Retrieval 

Through the retrieval request initiated by the acquirer to the issuer or vice versa for a photocopy of the original transaction information document, a decision for chargeback or other transaction will be made.

(2) Credit adjustment

The credit adjustment is the transfer of funds initiated by the acquirer or the issuer when a surplus occurs in the original transaction. Members can perform one credit adjustment within the time frame for a settled transaction.

(3) Presentment

A presentment is initiated by the acquirer and the issuer when there is a short-fund in the original transaction or an error occurs in the credit adjustment. Members can perform one presentment for a settled transaction.

(4) Chargeback

A chargeback is initiated when the issuer launches a dispute against a cleared transaction and intends to refuse the acquirer’s presentment. The issuer can perform one chargeback for a cleared original transaction. The amount of the chargeback should be less than that of the original transaction.  

(5) Re-presentment

Re-presentment is the second presentment performed by the acquirer when it disputes the chargeback. The acquirer can perform one chargeback for a cleared transaction.
(6) Second chargeback
A second chargeback is performed by the issuer when it is disputing the representment.

(7) Payment
The transfer of specific funds between members or between members and the switching institution. 

(8) Inquiry

The issuer and the acquirer can access transaction details of the switching system or that of the other member by the use of Inquiry
(9) Response

The issuer or the acquirer sends a response upon receiving an inquiry, a retrieval request, etc.

(10) Transaction cancellation

Used by the acquirer or the issuer to cancel the dispute resolution request which has been initiated

(11) Extension

The receiver of a request can apply for an extension before the deadline if it fails to complete the request due to internal handling procedures or other reasons.

(12) Details inquiry

Details inquiry is used to inquire detail information of a single transaction. The switching system responds with a single piece of transaction detail information that corresponds to the inquiry.

(13) Transaction list inquiry

Bulk inquiry for the basic information of the transaction. The switching system responds with multiple lists and information.

3. Process description

(1) Request 

Definition: A basic transaction which need to be submitted by initiator. 
Request includes inquiry, retrieval, credit adjustment, chargeback, etc.

Process:
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(2) Update

Definition: Update is used to update the status of the dispute resolution transaction

Update includes response, transaction cancellation, transaction extension

Process:


[image: image2.emf] 

  Sender  

Adjustment  Service   System  

1  

2  


(3) Inquiry

Definition: A transaction for the purpose of receiving information

Inquiry includes details inquiry (single detail inquiry), transaction list inquiry (bulk inquiry)
Process:
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4. Messages List

（1）Request Message

	Message Type
	No.
	Message Name
	Comments

	Request
	1
	Retrieval Message
	

	
	2
	Retrieval Without History Message
	Retrieval request initiated when the original transaction information is unavailable

	
	3
	Credit Message
	

	
	4
	Debit Message
	

	
	5
	ChargeBack Message
	

	
	6
	Representment Message
	

	
	7
	Second ChargeBack Message
	

	
	8
	Inquiry Message
	

	
	9
	Inquiry Without History Message
	Inquiry request initiated when the original transaction information is unavailable

	
	10
	Payment Message
	

	Update
	1
	Response Message
	

	
	2
	Cancelletion Message
	

	
	3
	Extension Message
	

	Inquiry-List Inquiry
	1
	History Transaction List Inquiry Message
	

	
	2
	Related Transaction List Inquiry Message
	

	
	3
	Current Transaction List Inquiry Message
	

	
	4
	Exception Transaction List Inquiry Message
	

	
	5
	Exception Transaction Operation List Inquiry Message
	

	
	6
	Voucher List Inquiry Message
	

	Inquiry-Details Inquiry
	1
	History Transaction Detail Inquiry Message
	

	
	2
	Status of Original Transaction Detail Inquiry Message
	

	
	3
	Exception Transaction Detail Inquiry Message
	


（2）Response

	No.
	Message Name
	Comments

	1
	Transaction Process Response Message
	Response to a Request or an Update

	2
	History&Related&Current Transaction List Inquiry Response Message
	Response to the original transaction list inquiry, related transaction list inquiry and transaction list inquiry the same day.

	3
	Exception List Inquiry Response Message
	

	4
	Voucher List Inquiry Response Message
	

	5
	Operation List Inquiry Response Message
	

	6
	History Transaction Detail Inquiry Response Message
	

	7
	Status of Original Transaction Detail Inquiry Response Message
	

	8
	Exception Transaction Detail Inquiry Response Message
	

	9
	Manual Transaction Detail Inquiry Response Message
	


5. All message will include the ISO 20022 Business Application Header (head.001.001.01). 
6. All message will use the ISO 20022 XML syntax.

7. Based on the above scope, we propose that the future candidate messages be evaluated by the Cards SEG. 
D.  Purpose of the new development:

China Unionpay had established an adjustment service system based on website at several years ago. Members of CUP can login the web server to query card transaction data and execute adjustment operation. But in the original mode, operators of institutions must log in adjustment system of CUP and their own adjustment system separately, and transfer data manually between the CUP system and their own system (download and upload between the CUP system and their own system).
The new mode has the following improvements:

· Improved efficiency: The interaction between the dispute resolution system of the switching institution and that of the member’s realizes automatic inter-system transmission of the adjustment transaction data. This new business mode will improve low operation success rate and low efficiency caused by multiple log-ins by staff and the manual submission of data

· Improved security: The new business model ensures transmission security on the Webservice public platform by multiple technological practices, including message digest to prevent information alteration and digital signature to verify the user’s identity

· Multiple data transmission: Previously, only non-receipt transactions are eligible for the adjustment, the new service system makes both ATM and POS transactions eligible for adjustment. Since messages in XML format will realize the transmission of a large quantity of original transaction documentation data, including sales receipt, cardholder’s authorization certificate, commitment letter, etc, messages with original transaction documemts will be used in adjustment transaction and adjustment request and images of receipt can be submitted within a single transaction.  
· improved timeliness: Currently, the use of files fulfils an adjustment within T+1 day. The adoption of messages reduces the time used for an adjustment to T+0 day.
E.  Community of users and benefits:
Issuing institutions and acquiring institutions engaged in the bankcard transaction can benefit from the new messages.
1. Benefits/savings:
· The transmission of dispute resolution information data by way of messages between systems
· Real-time transmission of dispute resolution transaction data between the bankcard transaction  switching system and its members

· Combined transmission of the transaction data and the image of transaction documents, simplifying the adjustment process between the switching system and the member by the usage of XML.
2. Adoption scenario:
Adoption of ISO20022 messages for dispute resolution of bankcard will impact almost all the banks which afford interbank card payment service. CUP will organized its members to implement the migration to the ISO 20022 messages after this part of iso20022 message being published.  
3. Volumes:
Members of CUP will use the new messages to improve the dispute resolution in bankcard area, especially the most important 17 nationwide commercial banks in China.
F.  Timing and development

1. Urgency of development 
In 2012, several nationwide joint-stock commercial banks have proposed their intention of cooperation. Some of these banks, which are major commercial banks in China and hold prominent positions in the international banking industry, are preparing for the connection of adjustment systems in accordance with UnionPay industrial standard, such as Industrial and Commercial Bank of China, Bank of Communications, Bank of China, China Construction Bank, China Merchants Bank, Shanghai Pudong Development Bank, China Minsheng Banking Corp., LTD etc.
The adoption of ISO 20022 for this specification will expand the range of services covered by ISO 20022. The adoption will introduce the efficiency of this new business model to more commercial banks and international institutions, facilitating the automation of adjustment service for banks. 
2. Timing and development of new messages:

The development of new message models is in progress (using IBM RSA) and will be ready for submission to ISO 20022 RA within 3 months after the our application being approved.
3. Proposed participants in the development:
China UnionPay
G.  Commitments of the submitting organization

1. Commitments of message development:
China UnionPay commits to undertake the development of the candidate ISO 20022 business and message models that it will submit to the RA for compliance review and evaluation. The submission must be compliant with the ISO 20022 Master Rules and include a draft Part 1 of the Message Definition Report (MDR) compliant with the template for MDR part 1 provided by the RA, the ISO 20022 Message Transport Mode (MTM) that the submitting organization recommends to consider with the submitted message set
2. China UnionPay commits to address any queries related to the description of the models and messages as published by the RA on the ISO 20022 website.
3. China UnionPay commits that it will promptly inform the RA about any changes or more accurate information about the number of candidate messages and the timing of submission to the RA.
4. China UnionPay confirms that it is committed to undertake the future message maintenance 
5. China UnionPay intend to test the candidate messages between the approval by the RA and the evaluation by the SEG. The testing will be completed within 3 months.
6. China UnionPay confirms its knowledge and acceptance of the ISO 20022 IPR Policy as follows:

“Organizations that contribute information to be incorporated into the ISO 20022 Repository shall keep any Intellectual Property Rights (IPR) they have on this information. A contributing organization warrants that it has sufficient rights on the contributed information to have it published in the ISO 20022 Repository through the ISO 20022 Registration Authority in accordance with the rules set in ISO 20022. To ascertain a widespread, public and uniform use of the ISO 20022 Repository information, the contributing organization grants third parties a non-exclusive, royalty-free licence to use the published information”. 
H.  Contacts

1. Jiang Huike, China UnionPay Co.,Ltd. 
(jianghuike@unionpay.com   +86 21 50862748)
2. Hongjun, 
China UnionPay Co.,Ltd.

( hongjun@unionpay.com)
I.  Comments from RMG members and relevant SEG(s) and disposition of comments by the submitting organization:
1、Comments of the Cards SEG 
It appears that most of the issues addressed in the proposed Business Justification is already part of the Workplan of TC68/SC7/TG1; whose group is currently in a phase of implementation of most of the functions addressed in the proposed BJ. 

TG1’s mission is to address the development of card payment exchanges between an Acquirer and an Issuer as per the implementation of ISO 20022 Business Justification (BJ-44) – Acquirer to Issuer Card Messages (ATICA). 

The ATICA Business Justification covers in a generic way a common interface by which retail financial and non-financial transaction card-based messages can be interchanged in the acquirer-to-issuer domain as specified in ISO 8583. 

The last meeting of ISO TC68/SC7/TG1 agreed on the following (provisional) agenda for the provision of ATICA messages. 

Whilst ATICA do address the issue of cards fee collection in its work, it didn’t specifically address the issue of the resolution of disputes in Cards Fee Collection (not considered today by TG1 as being an issue to be addressed as an urgent priority). The active contribution and expertise of China Union Pay on that specific issue could bring a lot of value to the work currently carried out by this group. 

Both the Cards and Related Retail Financial Services group and ISO TC68/SC7/TG1 reiterate their wish to have representatives of China Union Pay participating in the work of their respective group in order to achieve a true series of universal standards that would meet, among others, the requirements of the Chinese card payment industry. 
An invitation has been addressed to the contacts of the CUP Business Justification to ensure their active participation in TG1 as well as in the Cards and Related Retail Financial Services group for the assessment and validation of candidate ISO 20022 card and related retail messages.
Answer from China UnionPay

UnionPay is looking forward to the co-operation with the Cards and Related Retail Financial Services group and TG1. And will keep close contact with them during the development of message.
2、Comments of Switzerland
General remarks 
In general, the Swiss community supports the use cases in the business justification and encourages the submitter, when moving forward with the development of the messages proposed, to align them with the work of the TG1 working group. 

Detailed remarks 
It seems that a substantial number of the messages in the 'cafc' (cards Fee collection) business area, as proposed by this business justification, are simultaneously included in the scope of work currently undertaken by ISO/TC068/SC07/TG01 'cards standards' in the business area 'cain' (cards Acquirer to Issuer Card Transactions). The submitter is encouraged to clarify how it can be ensured that the business justification is aligned with the work of TG01.
Answer from China UnionPay

UnionPay will keep close contact with TG1 during card standards development.
3、Comments of France
"The new developments on card messages that are proposed in this Business Justification correspond to a real business need. Moreover it appears on another side that similar business evolutions were under study and planned by the ISO technical group dedicated to Card "TC68/SC07/TG1". Thus it would be then interesting and profitable to join the efforts both from CUP and ISO group TC68/SC07TG1 in order to produce a common action plan on these messages."
Answer from China UnionPay
UnionPay is interested in the co-operation with TG1,and will contact them soon for the potential messages development .
4、Comments of South African
Some of China UnionPay’s requirements appear to be covered by existing ISO 8583 messages. It is desirable for the existence of a single set of standards for related messaging. For example, a call from an ATM for a Demand Deposit Account transaction history should be the same as that from a Point of Sale device for a credit card transaction history. The standards should be platform and mechanism agnostic and we suggest that the submitter examines the extent to which existing ISO 8583 messages can be used or adapted in consultation with the Card SEG
Answer from China UnionPay
In UnionPay’s card payment system, all the requirements in this BJ have been realized by using ISO 8583 message. The purpose of submitting this BJ is to find the way of using ISO 20022 in bankcard payment industry. UnionPay will contact the Card SEG for more suggestions on this area.
5、Comments of T2S

The T2S project at the European Central Bank welcomes the China Union Pay initiative for

the use and deployment of ISO20022 messages. In the context of the SEPA card standardisation programme, the Directorate General Payment Systems at ECB has been informed of the ISO 20022 standardisation project ATICA (Acquirer to issuer card) works and its ISO 20022 messages creation. In our knowledge, in year 2013, this project under the control of the TC68/SC7/TG1 group will set up a series of ISO 20022 messages for authorisation, clearing and settlement of card transactions. It seems the China Union Pay initiative and the ATICA standardisation project have some similar aims. As a matter of fact the ECB suggests further investigation for possible deployment of synergies between the two projects.
Answer from China UnionPay
All the requirements in this BJ are focused on card payment adjustment such as chargeback、retrieval etc. UnionPay will contact the TC68/SC7/TG1 for consultation and co-operation in card standard message development
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