e €
EuroCommerce
TTTTTTTTT , WHOLESALE UROPEAN ASSOCIATION
AND INTERNATIONAL OF CORPORATE TREASURERS
£ v

EEEEEEEEEEEEEEEEEEE

BUSINESSEUROPE
H F I

(L CEA ' Beuc

Insurers of Europe The European Consumers’ Organisation

the voice
of Europe’s
periodical press
representing distance selling in Europe

PAYMENT SYSTEM END-USERS COMMITTEE (EUC)
POSITION PAPER ON SEPA DIRECT DEBIT

July 2009



Contents

> > > > > > > >

About the EUC

Executive summary

Chapter Onelintroduction

Chapter Two: Direct Debit iEurope

Chapter Thee: Problem Areas

Chapter FourAlternative solution

Conclusion

Annexes
i. Annex 1: Requirements of CMF+
ii. Annex 2Current direct debit schemes (list)
iii. Annex 3and 4:differences in existing DD schemes.

iv. Annex 5: Extract from McKinsey Report
Tables



About the EUC

The authors of this researchpaper represent the community of users of payment system
instruments at the European level. In particular, they constitute the group of users who sit on the
European Payments Council (EPC) stakeholder consultation fohaywill be referred to in this
paper as the End Users Committee (EUCHull list of the organizations represented by the
authors is given below

In early 2009, the EUC considered that, despite a number of meetings with the EPC and individual
meetings lad by various members of the committee with the European Commission and the
European Central Bank, there was still insufficient understanding and clarity on the part of these
three bodies as to the needs and views of SEPA users on the progsedirect debit scheme.

There was also insufficient understanding within the user community of the issues at $take.

EUC therefore proposed to research and compile an analysis of the major problems confronting
the adoption of the Single Euro Payments Area (SB#H),specific focus on SEPA direct debit
(SDD). To this end, the EUC appointed three expeinits have written this paper, with the full
collaboration of all members of the EUC who have endorsed it as fully representing their views.

This report will be psented to the Commission, the European Central Bank and the European
Payments Council. It will be distributed amongst the members of the EUC organizations and
disseminated widely to all interested stakeholders. It will also be published on the websttes of
members of the EUC.

Endusers committee
The following organizations are the authors of this report
e European Associatiorf €orporate Treasurers (EACT)
e The Confederation of European Business (BUSINESSEUROPE)
e European Association of Craft and SNIHESAPME)
e Bureau Européen des Unions de Consommat@BiesJC)
e EuroCommerce, European wholesaler and retailer organization
e European insurance and reinsurance federa(iGEA)
e European Eommerce and Mail Order Trade AssociaieBMOTA)
o European Federationfdlagazine Publisher&AEP)




EXECUTIVE SUMMARY

Thispaper examines the outstanding issues surrounding the SEPA project, in particular SEPA direct
debit (SDD). It looks at these issues from the point of view of the payment systein§ NA Q
community, in paicular the members of the Endsers Committee (EUC). The views of all
membersof this committee have been canvassed for this paper. Where a consensus has been
reached on a particular topic, it has not been necessary to rehearse individual DéWesing

views have been noted and, hsre specific points have been brought up, these have been
attributed to the specific EUC memiBez 2 NJ (2 WwW9!/ O2y adzySNJ NBLINE a
NEBLINBASYGlrGABSaQd o6LG &aK2dzZ R 0 Sentgtiged Slsd>plack 2 5 S ¢
paramount importance on consumer interest.) On certain points there were differences between

the EUC memberdhe paper covers the following main areas and reaches the following
conclusions:

SEPAyovernanceThere is an urgent need fa& change in structure of the governance of SEPA. Up
to now, the paymentdza Sdéd@ntunity has beemnore or less ignored. SEPA canachieveits
goals unless users afelly involved in its constructionEndusers, payment system providers and
regulators mt all be involved on an equal footimga new SEPgovernancestructure.

e The user community must be equal partners in the SEPA Steering Committee.

e Endusers should be represented by a number of European organizations who would
2LISNIF S Ay 2FNROYWIRGAABNAE2VOYAGGISSQ 69!/ 00

e There should be one or more specialized working groups where experts from banks and
end-users discuss the technical issues and prepare proposals for the Steering Committee.

e The Steering Committee would make recommenams to the Commission and ECB
Each organisation casts a vote based on consultations with its members. The European
Commission and the ECB will make the final decisions and act to implement them.

e The workings of the EPC must be open, inclusive and transparehé ERC working
groups should be open to user participation.

Mandates The migration of existing mandates to SEPA DD must be acheffi@dntly without
incurring undue costs. The majority EUC memberavour automatic transfer, with an obligan

on barks to inform debtors. However the consumer representatives stress that consent to
mandate migration should not be forced upon consumers, especially in countries where the DMF
system has been in use.

e EUC business representativesxistingmandatesshould beautomatically migrated to the
SDD systenand new reference data added. & mandates should only be issued on the
setting up of new cros®order direct debits.There shouldbe an obligation on banks to
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inform all direct debit customers that this was beindgone, but no obligation to seek a
new mandate.The debtor is free to cancel a mandate at any time.

e EUC consumerrepresentatives Consumers should be clearly informed about the
differences between theold and the new schemes and be given an epit period of e.g.
1 month. If consumers do not respondiuring the optout period, this will constitute
validation; those whoexpressa wishto give up the existing mandatenay choose an
alternative means of payment. (The consumer is free to pay with any meanof
payment.)

Enddates The EUC does not consider the setting of -dates to be absolutely necessary or
desirable at the present timéNlo decision on endates should be taken until the remaining areas
of disagreement on all three SEPA projexSDD, credit tmasfer and cardg have been resolved
to the satisfaction of endisers. The setting arbitrary end-dates by legislation would result in a
failure of SEPA

e End dates for the three SEPA products should be considered separately.

e The question of SEPA deadlimshould be a marketriven issue. We are opposed to any
legislation on SEPA end dates without the resolution of all outstanding issues to the
satisfaction of all.

Pricing: We have no option but to accept the interim pricing arrangements set down in the
revision of Regulation 2560. However, we retain strong reservations about the equity of the
interim fee and the process by which it was arrived at. After 2012,ctiveent per transaction
interchange fee for direct debghould be discontinued both at crebsrder andnational level

We welcome the guidance statement from the Commission/ECB but call for additionéklomg
assurances from the banking sectév.full study on SDD fee structure must be undertaken with
the full involvement of the user communitBteps mustalsobe taken at national level in good
time to removeexistingDD MIFs.

e A full examination and cost/benefit analysis must be done on tlesue of fees for direct
debit, in particular, theproposal for an interchange fee on errors/returns. &teholder
should have active participation in these studies and in the final decisiaking process.

e There must be clarity and transparency on pricing of SDD post 20h2.banking sector
must publicly commit to specific fee structures following the expiof the Regulation
2560 interim period.

e Member state governments must take immediate action to ensure that MIFs on direct
debit at national level are removed through competition law action if necessary.



Structure of SEPA DWe regard the SDD system & down in the EPC Rulebooks asufficient
to meet the varied needs of users. We have proposedadditional optional system which
involves extrasecurity checks atoth the creditor andhe debtor bank leves (CMF+).

e A thorough study of the true costsfogpayment means and of direct debit in particular
should be conducted by th&U authorities.

e The SEPA DD scheme must incorporate the specific requirements set out by the user
community in Annex 1 of this paper.

e The SEPA DD Scheme must cater for differiregjuirements from the various parties
concerning levels of security required. Additional optiondleatures which offer
alternative levels of security must be made available.



CHAPTER ONETRODUCTION

1. Background
The single euro payments aré8EPAjs iR NAy aA O (2 (GKS 3INYRdzrt AydS
markets Its starting point wasegulation25602001 on crossborder payments which stipulated
that fees for cros$order and national payment transactions must be the sarAfter the
introduction ofthe single currency in 2002, a singiarketfor electronic payments was the next
logical and necessary stefp.was to be composed of two major strands: (i) legislative changes to
O2y aiGNHzO0G | €S3IFf o6Faira 7F2NI éntentthe negtsaryphadtical | y
and structural changes. The former element is contained in the Payment Services Directive
(2007/64/EQ which will come into force on 1 November 2009. The latter element was entrusted
to the banking industry which, i8002 formed the European Payments Council (EP@fasum
for agreements on standards and rukes the new SEPA system.

In the view of theEUQC this structure was, from the outset, fundamentally flawéegislation was
necessary to introduce changes to the legdructure and the EUC fully supports the PSD.
However, leaving changes to standards and detailed rules essentially to the banking industry in the
shape of the EPC has been a serious mistak¢S g+ & {9t ! gt a &asda dzJd |
I WY Ipiecs th@noncollaborative attitude of the EP&nhd the vacuum left at the heart of

the governance of SEPA have bsebject towide criticismfrom end-users, sectors of the banking
community and, indeed, regulatorBrom its inception, SEPA did notlude the users of payment
systems as necessary and equal partners in the process of SEPA construction. It is this exclusion
which, to a large extent, has led to a situation where SEPA is in danger of grinding to a halt.

Moreover, at present, here seemsto be little interest or enthusiasm for the widespread
introduction of new SEPA products. This situation is clearly exacerbated by the world economic
ONA&AAd YR GKS dzyLINBOSRSYUSR RAFFAOdzZ 6ASa& FI O
newA YLISUdza A& YSSRSR® ¢KS [/ 2YWpnik2a0m avyra jeadftéry T A =
the launch of SEPA credit transfer, o81§% of transfers were being made under SEPA standards.

In addition, there has beenwide criticism of the SDD from corporateand stakeholers
organizations across Europ@certainties as to the transposition of the PSD and a lack of progress

in discussions over open issues with the EPC.

2. SEPA is at a turning point

These issues have led users to believe that SEPA is in gregerdf failing to meet its objectives
and of not being taken up by the market to the extent necessary to allow it to funditamective
measures must be taken as a matter of urgency. A further danger istteatr of the failure of the
project will lead to precipitate implementation of a SEPA model which in the-tangwill prove
highly unsatisfactorylndeed, there is a distinct danger that in such a situation, payment systems
in Europe would, from the point of view of users, Ibss efficient and m@ expensivainder SEPA
than they are under nationddased structuresSpeed should not be of the essence in the SEPA

6



process. On the contrary, it is essential that proposed SEPA structures are examined thoroughly
and their soundness established to theistaction of all future SEPA actors

This papemwill examine the issues which have given rise to this stalemate and suggest ways of
surmounting them. On SEPA overall, it will present the stakeholder view on governance, both in
the immedate and in the log-term future. Our position is that SEPA is too important a project to

be allowed to fail. It is essential that foundations laid down now are stable, agreed by all and,
above all, equitable for all users. This must be done through a change in govermaealture

of SEPA implementation must change from a culture of imposition from high to ocenwihon

work towards common ends arttie operation ofthe EPC must be made more open, transparent
and collective

Nevertheless, it should be noted at the outséfat the creation of the EPC, as a joint decision
making body for banks, has been a significant step forward. The work already done has very
positive elements: it will instigate the use of common international standards throughout Europe
(XML ISO 20022) arlde SEPA DD Rulebooks produced by the EPC are an essential starting point.
However, the Rulebook$ieuld be seen as a solid base for discussion and nimb@sitable in the
medium or in the long term: changes should be discussed and agreed wiiinsensl

The specific focus of the paper is SEPA direct {8IDD) It will offer an analysis gbroblems in

the schemeas set outin the EPCRulebooksand will offer suggested solutions with the aim of
ensuring the longerm success of SEPA will alsoexamine(i KS 1j dzSa i A Ry @R | y
direct debit issues surrounding required additional optional services (AOS), fee structures and the
issue of a multilateral balancing payment (MBP) or multilateral interchange fee (MIF) on direct
debit. (For the sake o$implicity, the termWIIFWill be used throughout this papgr

3. Objectives and scope of research

I.  Objectives
We note at this stage that the current crisis facing the European and international financial
systems has undoubted bearing on the issaéscussedhere. It is our view that a successful
creation of SEPA will bring significant benefits to the heaitid efficiency of the European
payments market and so contribute profoundly to the recovery of the European economy as a
whole.However, we do not intentb enter into a discussion on this, as it is not within the scope of
this paper.We wish to make the following poing the outset:

e Focus Our focus is omusiness to consumesDD(B2C). We will also briefly touch on the
other payments needs of a singlayments market.

e ! 3 SNE Q The seBahdi dbjective is to establish the requirements and positions of
RAFFSNEBYU dzaASNEQ O2YYdzyAUASa 2y Thegewsofalf | NH
the author organizations, as representative of emsers of theSEPA systeniave been
canvassed and are set out in detail.



e Recommendations:This paper will proposean alternative option agreed by the
stakeholders The discussion is based on, but not limited to, the Rulebdio&kt EPC has so
far approved It is the pupose of the users t@ut this common position tdhe European
Commission, the Council and tBeiropean Central Bank (ECB)

¢ Information to the user communityinformation about SEPA and the DD Rulebooks has not
been circulated widely among enagsers. Fevhave had the time and patience to examine
the EPC Rulebooks in detaithis includes corporate as well as small organizations. An
objective of this paper is to act as an aidrform stakeholderson SEPA issues.

ii. Scope

The SEPAB2C direct debitessentidly coversa series of regular payments made to satisfy a
recurring debt (e.g. utility bill) or a lorgfanding agreement to pay (e.g. donation to charity). We
will not deal with B2Band we will mention but will not examine in detailpne-off direct debit

transactionsviacard paymentsvhich exisiin some member states (notably Germany and Austria).

We also wish to make some general remarks about SEPA credit transfer and SEPA direct debit B2B,
which we will make here.

SEPA Credit Transfefhe organizationgepresenting enelsers have already expressed their
opinions and recommendations regarding SEPA credit transfer scheme (SCT), which came into
operation in January 2008. We believe that SCT has been satisfactorily put in place with the
exception of anumbd) 2 F W2LISy Q LIRAyda adaiatt G2 0SS I 3INB
releaseof 15 October 2008which indicates the #2) open points still to beesolved to achieve

mass adoption of SCT, particularly in domestic markets. These 7 points varyoitaimep and, in

our opinion, could be fairly easily decided one way or the other if banks and other stakeholders
could cooperate more effectively within the framerk of a new SEPA governansed Chapter

Three). For SCT, we are agreed that an-eiatk, ifdiscussed fully with the user community, could

be readily agreed.

SDD B2BThe business to business (B2B) version of SEPA direct debit is closer to existing schemes
than the business to customer (B2C) version. It is essentially gumetioning system lthough

d42YS LINRPofSYya NBYFAYy® C2NJ SENBBIERQ{ a0 & dAOSY
imposed by large companies on smaller suppliers, big ¢lause is already present in current
schemes. Other schemes allow a short refund period (e-¢. @ays. In addition, the PSD and the
Rulebook allow enough flexibility for the parties to agree, for certain transactions, on different
conditions. One aald imagine, for instance, the followirtgpes of collection services, all on the

same technical platform:

! Seehttp://lwww.eact.eu



http://www.eact.eu/

A servicewith no refund clausgwhichwould be used for payments for higlalue frequent
deliveries of goods (e.g. oil companies supplying petrol to service stations).

A collectionservicewith a short refund period (e.g.-8 days). This would be usear fmore
standard payments.



CHAPTER TWGOEPA DIRECT DEBIEWNROPE

1. Introduction

Today, direct debits are used in domestic markets mostlyp@siness to consumeB@Q payment
collections. Many systems are considered efficient but there are wide difteein price The
McKinsey Profit Pool studyshows that a higher price is either a symptom of inefficiency or of
higher bank margins.

Critics of SEPA argue that it makes no sense to scrap efficieatpkivdomestic payment systems

and to invest in newpanEuropean systems, given that payment markets are, almost wholly,
domestic. The low level of cross border payments in general (less than 4 %, most of which are
credit transfers)which is often cited as an argument against SEPA, contrasts with théeteiof
intra-EU trade in goods (over 65 % of total European trade).

One immediate counter argument is that markets remain domestic for the very reason that no
crossborder direct debit has, to date, been available: thus no market has had the chance to
develop. Further, the explanation for éhcurrent situation is simple: businesses and corporates
had to work within existing systems. They had to adapt to the reality of separate and different
markets by organizing their own systems of payment collectiamgu®cal instruments. If standard
payment systems were in place throughout the Blusinessesould shed the complexity and
extracosts of existing localized systems and make full use of their centralized treasuries, payment
and collection factories.

SEPAD is to be introduced on 1 November 2009, with the implementation of the PRIEPC,

at its denary meeting in March 2009, endorsed this implementation date. However, the French
banking industry has since made a statement that it will introduce SER#REBrom November
2010.

2. SEPA Direct debit B2C
Direct debits can be set up in two basic ways:
e DMF (debtor mandate flow): Theebtor sigrs a mandate €.g.to pay his electricity bill
Y2Y(GKEf&@0 gKAOK Aa KSf Risai®atich KbreReRistglie Mang 2 ¢
member state®OR

2See Annex5 Extractédf Eur opean Payment Profit PodlerAmal YWoiud idar DeDekeiPTitgselyi, g O i n |

Kehrmann Full document:

http://wwl.mckinsey.com/clientservice/banggsecurities/latestthinking/PP2_European_Payment_Profit_ Pool_Analysis_Final.pdf
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e CMF (creditor mandate flow): Thoeeditor instigate the direct debit and sengla mandate
to the debtor for signature. When it is sent back, the creddiX) & 0 $ theimariiatef R
This is the system proposed under the@ERulebook.

The proposal for a basic SEPA B2C system is contained in the SEPA Core direct debit rulebook,
version 3.3, of 7 April 2009, approved at the EPC Plenary of 31 MarchTA@OSEPA SDD Core
(consumer) scheme adopts the CMF modaéiere the mandag is issued, managed and stored by

the creditor.Its main features are:

Scope:

e |t coverscurrent and oneoff direct debits (DD)

e Mandate data is reproduced in every DD

e Debtor bank makes no check on validity of mandate or content of DD
e Debtor bank debitsolely on the basis of the IBAN account

Time limits:

e The TARGET Days (TD) calendar is used to identijpan&rbusiness days
e DDs can be presented to a creditor bank for collection no earlier thamlg&adar days
prior to due date and no later than
- 5Target daysor first or one off DD and
- 2 TD for recurring DD
e The latest date for settlement of the returns ig&rget daysfter the settlement date of
the collection presented to the debtoramk
e Dormant mandates without collections for 36 months aomsidered extinct.

Returns:

e Debtor can oppose (refuse) a DD before the due date and the sum will not be debited

¢ Request for automatic refund, without enquiry from debtor bank, within 8 business days
from debit date

e Request for refund based on aathorized transactions (invalid mandate) within 13
months of debit date

3. Overview of direct debit schemesiEuropeand major dfferences

Direct debits are used to pay for different types of products and services by corpolatgs,
businessesSMEsand caisumers throughout Europe: the largesdctionof this market is B2Q.he
overwhelming majority of the national systems which have been studied only operate on the
domestic market. There is only one member state where ebmsder direct debit is possible
under the national scheme, namely Austria, which has a sepaspeifically designedgscheme.

The main traits of SEPA direct debit in Europe sitrewn in Ainexes 24 and the three tables
which follow.
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It is apparent bhat the problem SEPA DD faces isngyto assimilate and cater fahe current
variety of collection schemes used in Europe, their different features, risks, costs and legal
provisions, which vary to suit different types of buying scendfiove add to thisdiversity, the

issue of costand K S LINRA y OA LI & saBcfionaH Yiy2the IREGp&dB Goinigsi6roand the
9/ .3 2yS dzyRSNRiGllIYRa ¢gKeé GKS w2yS aial S FAda
little or no flexibility, is bound to dissatisfy a majority of users.

4. B2C DirecDebit: different buying experiences

SDD is used in a number of different purchasing/payment B2C iosndor utility bills,
subscriptions for magazise consumer credit installments, insurance premiums and donations to
charities. In some countries,ig also used to pay taxes and for eoi€ purchases.

Depending on the situation, type and amount of paymehg cost and perceived risk, different
instruments may be chosen for settling B2C transactions. In some countries, like thecuhking
purchasesf the same product/service for the same amouware settled via standing orders as an
alternative to direct debit. The following sections detail the main types of payment and their
particular characteristics.

i. Recurrent and oneoff

There is an importantlistinction to make between recurrent and owdf direct debits, which
reflect two different buying experience#t has been argued thathe current SEPA DD, with its
mandate, timingand settlement scheme is tomumbersome for many lowost, oneoff paymeris
and some recurring onés

A large percentage of German direct del{gstimated at40%9 are debitcard iritiated payments,
made through systems known aBOZ (Point of Sale ohne Zahlungsgaraptiand ELV
(Elektronisches Lastschrift Verfahje®O4s sugorted by all German banks and is a signature
based systeth ¢ KA OK | OYilay Rl ah&is woYaltifokization of the payment and
therefore no guarantee buspecificchecls must be made for transactions over a certain amount.
ELV is a system beguy merchants anavhile itis not officially approved by bankshost offer the
service on their terminals. It is also signature based and uses the magnetic stripe on the card.

Both systemsre primarily used for oneff paymentsand carry a flat feebut there is a possibility
that payments can be returned unpaid. Howevernghants are willing to run a small transaction
risk in return for the very low cost of this service.

3¢ kS @ y 2 NB I NB & atha? SEPAradihds ghould [pgrf@m éqiiallyivBliaif not better than, currently existing system

* se. dza A yS§aa | yR {kepdstetPapprdiiiieSiNgieEurt\Ragmérits Area (SEPA)
http://www.gdv.de/Downloads/Pressemeldungen_2008/PD25 2008 SEPA_Anlage.pdf

12


http://www.gdv.de/Downloads/Pressemeldungen_2008/PD25_2008_SEPA_Anlage.pdf

This systenworks very well in small local markets where there is a high level dfidaty and of
trust. It may very weltontinue tobe used for domestic collections in Germany as an alternative to
SDD Indeed, such a systemould possibly be transformed into a European standard in local
markets in which case it shoulcbnformto XMLISO 20022t would not, however, be suitable for
large markets as the level of risk would become too high.

ii. Fixed or variable amounts

Another major issugwhich serves to determine the type of system used, is the nature of the
amount of the paymentln one-off and some recurrent Df)the amount is fixed in advance,
something that eliminates the risk of surprises for the del#nd failed paymerdfor the creditor.

In other recurrent DB, the amount varies according, for example, to the level of usage by a
customer of the service.

iii.  Preauthorised, not preauthorisedand other

There are two instruments in Europe, the Italian Ricevuta Bancaria (RIBA) and Figach
Interbancaire de Paiemen®[P) which, like direct debit, are crediimitiated and have theame
presentation and settlement cycle. The only difference is that they do not require pre
authorization (mandate). With RIBA, the debtor is alerted each time a request for payment arrives
at his bank and has a short time to decide whether to pay or nbis &ffords the debtor
protection and gives the creditor timely confirmation of payment on the due date. It is used
primarily for B2B.

Other national schemes can qualify as direebit, e.g. the DOMElectronique Bfomiciliation
générale des factur@sised n Luxembourg. Somather national schemes are similar but not quite
GKS alyYyS o0So3d (GKS 5ANBOG 5S06A0 a9Ayl dZ3ASNYNO
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CHAPTER THRPROBLEM AREAS

In this chapter we will set out what, in the view of the EAI€ the major weaknesses tife SEPA
scheme as currently proposeddS I NB O2y OSNY SR (KI G (GKS -s@ezNNBy
fitsk £ £ Q | LILINBFOK I yR gAftalyeersi al GAafe GKS NBI dz

1. Governance of SEPA

From its inceptionEuropean pulic authorities have taken a back seat regarding the mechanics of
SEPA. The European institutions have taken charge of the legal framework by way of the PSD, but
{9t ! AGaStT g1 a HeBGbjecy Havéve, the yeality is yhEB&ERAhAEea
O2yRdzOGSR o6& (GKS 9t/ Fa | Wol ylAyuSerstlN@@B8 00 Q
representatives have had no say in the analysis and design of the new payment instruments and
GSNBE LINBASYGSR 4AUK (GKS FAYHNRKSRAWAZOS O @sHS 2y 2§
was in the SEPA Stakeholder Forums but these were largely information seksawing) little or

no room for changes requested by end users

We havenow reached a point where all those involved in SEPA recognize tludtaage of
direction and a proper level of guidance arggently required.We believe there is still time to
redress the mistkes andget all stakeholders fly involvedby chandgng the governance of the
project Endusers organizations haveome together and established a mechanism of
coordinationwithin the EUCThis is currently a small body with no independent resouriés.
would wish to extend and strengthen the ability of the EUC to gather and properly represent the
interests of the stakeholder commity. In this way, users will be able woperate effectively

with the EPC and regulators in the context of a new governance structure, where open issues and
alternative proposals can be discussed and commonly agreed decisions Takengh such a
mechansm, all players involved in payment systems can be properly informed, included and
thereby becomecommitted to common goals.

1. CommissiorSEPAAction Plan

In November 2008, the Commission releasattat SEPA @&ion Plan.One of its prioritiesvasto
WOfyladA YLINRE @S G KS 32 GiSsNdr thad Both 2he EGB%nd! tie &ommission
recognize that the governance of SEPA is not working as had oridgiealiyhoped. At present,

there is no overall guiding hand on the tiller and as a result SERAtiisgd pushed this way and

that by competing and at times contradictory interests. There ipraper mechanism through

which conflicts can be aired, discussed, mediated and resofiteel/ 2 Y'Y A a draftZpgp@ra

states that the coordinationof the SEPAroject must be impoved and that iisWSa a Sy d Al £
on board theinterests of all stakeholders the implementation of the proje@The proposafoes

on to suggesthe setting up of a SEPA Stegri@roup, cechaired by the Commissiomd the ECB

and composed of representatives of the Commission, the ECB and thé& B @roposal is that
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thA & 3 NP dzidrk in Ki@sdfsdeiatidnh with all SEPA stakehold@isers, corporates, retailers,
O2yadzYSNEX LJzof A0 dziK2NAGASAOQO®

The EUCmembers unanimouslgonsiderthis proposal to bean insufficient solutionWe believe

that a Steering Committee which did not include users would perpetuate past mistakes and herald
the failure of SEPAL is essential for representatives of the SEPA users to be involvetein t
steering group at an equal level and on an equal footinty the EC, ECB and the EPC. SEPA must
be a collaborative effort.

Our recommendations on governance:

e SEPA must be changed from being a banking industry project to a true mdddeproject
under the aegis of the Commission and the European Central Bank (ECB). As a basis for
stakeholder cooperation in SEPA, the user community must be equal partners in the
SEPA Steering Committee.

e Endusers should be represented by a number of European organizaierho would
2LISNIGS Ay 'y WO9YR | A&SNE O22NRAYylFGA2Yy O2Y
together the different interest groups to achieve consensus and induce stronger
commitment to the decisions democratically taken by the Steering Committee.

e In addition, there should be one or more specialized working groups where experts from
banks and eneusers discuss technical issues and prepare proposals and
recommendations for the Steering Committee.

e The Steering Committee would make recommendations to then@oission and ECB,
based upon research and facts provided by these specialized working groups. Each
organisation casts a vote based on consultations with its members.

e The workings of the EPC must be opencliusive and transparent. The ER@rking
groups slould be open to useparticipation.

2. Mandates

The issue here is whether existing national direct debits can be automatically transferred to the
new SPA DD owhether new agreement must be sought from debtors on ea@ndate

In a number of countries (G®many, Austria, SpainFrance there is greatconcernfrom the
business sidef the user communitypver thepossibleneed tore-sign old mandates for recurring

direct debits since this would be extremely cos#ystudy by the German Insurance Association
hasestimated that it would cost th&ermanA y & dzNJ y OS & S O 2iiNadditbr2 sa&h € n @
an exercise coulthterfere with customer relationsBoth the insurerorganization CEA and the
publishers associatigfrAEP, are very concerned this point Consumer representatives strongly
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feel that, especially in countries where the DMF system is the norm, consent by consumers to the
migration of existing mandates should not be presumed.

The Commission and the EBBadly supportautomatic mandate transferThe Commission draft
SEPA action plan states:

AWhere necessary, @@l solutions must be found by membeates, ideally during the PSD
transposition process, to ensure the continued legal validity of the old mandakesneed

to obtain new mandates wdd entail considerable administrative burden and unnecessary
costs and as such would discourage migraani K SNEF2 N8B ySSRa (2 o685

Our recommendations

e EUC business representativellandates should be automatically migrated to the SDD
systemand new reference data added. &v mandates should only bessued on the
setting up of new crosorder direct debits.There shouldbe an obligation on baks to
inform all direct debit customers that this was being done, but no obligation to seek a
new mandate. The debtor is free to cacel a mandate at any time.

e EUC consumer representativeConsumers should be clearly informed about the
differences between the old and the new schemes and be given anagtperiod of e.g.
1 month. If consumers do not responduring the optout period, this will constitute
validation; those who express a wish to give up the existing mandate may choose an
alternative means of payment.(The consumer is free to pay with any meanof
payment)

3. End dates

The Commission is currentbarrying out a consultation oand-dates for SEPA migration, with a
view, possibly, to propose legislation at the end 2609 Various alternative schemes have been
proposed for different phases in which end dates could be implemented.

TheEUC memberall agree that an overall aim should be to install SEPA across Europe efficiently
and completely However,the EUC does not consider the setting of a@fales to be absolutely
necessary or desirable at the present time. In additidre three SEPA products €dit transfer,

direct debit and SEPA for cards) entail separate issues and problems. They must therefore be
regarded separately on the issue of end ddte.end-date for any of the three products should be
forced on endusers: this must be decided with tinegreement and commitment.

Indeed, we are not clear why thetsing of end-dates has become a priority. It seems likely to us,
that if deadlines are set, this serves the interests of the banks rather than of the payments
community overall, since pressuwill then exist for banks to meet the deadline and for users to
simply accept the proposals presented to thehtne CEAtrongly makes the point that there can

be no useful discussion on end datuntil the issue of mandatdsas been resolvedEnddates
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must be marketdriven. The priority must be getting SEPA right, not getting a flawed SEPA as
quickly as possible.

Our recommendatiors:
e End dates for the three SEPA products should be considered separately.

e We are opposed to any legislation on SEPA endedaintil all outstanding issuehave
been resolvedo the satisfaction of all.

4. Pricing of SEPA instruments

This major and sensitiigsueis the source of much of the disagreement between users and the
EPCIn many countries the fear is that SEPA insteats will prove more expensive than current
domestic systemdn this section, we will deal with the issue of multilateral interchange fees (MIF)
for SDD, the solution that has been proposed and the &wCernswhich remain.

The pricing of crosborder payment instruments was originally established by Regulation
2560/2001 which affirmed the principle that crebsrder credit transfes should not cost more

than comparable domestic payments. Also, when first introducing SEPA, the Commission was clear
that SEPA products should cost no more than current domestic payments. Over and above this,
competition law clearly applies if multilateral pricing is in issue. Banks must not try to recoup SEPA
investment on prices in the short run or SEPA will never takelbfy must plan to amortize the

initial investment and running costs over a long period when growing volumes would drive costs
down. The EUC argue that a pricing system which brings real benefits to all is essential for the
market success of SEPA.

i. Regulation 2560

Earlier this yearamendmentswere introduced to the revision of Regulation 2560/2Q@hich are
AYGSYRSR (2 LINRPOARS bkepriciiissies NheYechadgest wanildh oy (1 2
maximum MIF of 8.8 cents on crelssrder direct debits fora period of three years, leaving
conditions on dmestic direct debits unchangedhe 8.8 cents figure is not based on any cost
justifications but appears to have been arrived at in an ad hoc way based on averages of levels of
MIF in member states where the currently are MIF3Ve very muchregret thatthis measure was

decided with such haste and thaitakeholders were excluded from discussoon these
proposals. We also greatly regret that European authoriipparently gavean to pressure from

the bankng sectors in a number of member states.

On 24 March2009,the Commission and the ECB issued a joint guidance statenteah sets out
what the two bodies consider should be the position on MIF for SDD after 2012:

GThe Commission considers that a gengrat transaction MIF does not seem necessary for
direct debit transactions. Such MIFs paid by creditor banks to debtor banks for direct debits
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cannot, in general, be justified for efficiency reasons, and it appears unlikely that they would
be compatible wih EU antitrust rules, either for national or for crdssrder transactions.
After 1 November 2012, they should, therefore, have been replaced by other mechanisms, at
the national and at the crossorder level, for both SEPA direct debits and for natiooal,
legacy, direct debits.

The EUC wholeheartedly supports the position of the Commission/ECB statement quoted above.
We sincerely hope it will be purito practice from November 2012owever, he user community

still has grave concerrabout both legs othis solution: the interim solution and the loAgrm
proposal.

a) Re 20092012

We argue that this interim solution is contrary to competition law and breaches the basic principle
of Regulation 2560. It has twiarther problems:

e |t creates asymmetries andlatrary differences between countries which have a local MIF
of higher amount (so cross border DD are less interesting) and those with no or lower MIF
(they receive a bonus).

e C2NJ I &aAYLXS 553 | ONBRAG2NI 3S{ahaykedbeR RA (A
when a credit transfer is used: the continuipgr transactiorpayment therefore cannot be
justified.

b) Re post2012

()  Stability

The EUC is not convinced as to the loergn stability and reliability of the arrangement currently
proposed.A certan reluctance on the part of particular sections of the banking community to
commit to SEPADsuggests that lorerm arrangements may need to be accompanied by {ong
term regulation. The alternative may be continued or recurring price schemes imposechky ba
which, in the view of the usef@ommunity, contravene European competition law and are
inimical to the aims of SEPA itsélfsuch a recurring price structure (MIF) were ospd by banks
with no control oroversight by European authorities and no ahxement of users, it would be
opposed by the whole stakeholder community.

In a speech on 25 May, Competition Commissioner Kroes describedComemission/ECB
statementthus:

G¢KFG 22AyaG adGrdiSYSyli akKz2dzZ R 0SS NBEOPewena SR |
financial regulation and competition enforcement. We do value the excellewipenation with the
European Central Bank in this area, which has made it possible to issue thid 'dzkhiR | Yy OS U d ¢
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However, thejoint statementdoes not have the forcef law: it is not binding on the banks as it
stands.If it were not followed,the Commission would have to ¥ recourse to competition law
decisions and possible appeals, a process which couldyedes. The EUC is not satisfied thiae
guidance statemet is suffcient securityagainst this.

In addition, the EUC seeks assurances that steps will be taken at nageehtd remove direct
debit MIFsin member states where these exist, through competition law action if necessary.
Governments should natait until November 2012 to begisuch action.

(i) Propcsed possible MIF oerrors/returns

The Commission/ECB statement also said:

0An MIF for error transactions could, nevertheless, be envisaged as it may create an
incentive to avoid such error transactionsndh therefore, encourage the efficient
functioning of the SDD schense.

'd LINBaASyid GKSNB Aa adzOK Iy SNNEPN FSS Ay DSNJ
return transaction and borne by the creditor. In tli&rman insurance sectoonly 1.6%of DD
transactions initiated by insurers involve errors and the sector tends to have individual
arrangements with their bank on fee levels. Howewbe EUC is concerned that there is very little
explanation or understanding at present as to how suchsiesy should function. The following

are just some of the questions we have:

¢ It would be possible to imagine a system where, if there is an error, the party responsible
for that error would pay any subsequent costs, but what would be the mechanism for
estalishing fault? Would this faufinding process itself not be cumbersome, costly and
inefficient?

e Alternatively, the system could decide thiat all cases of error, the creditor bank should
pay the cost, which would be then borne by the creditor as parthefincentive to the
debtor to use the SDD system. How would the fixed fee be fixéo® would price-
fixing/competition issuebe dealt witH?

e What if a debtor has insufficient funds in his account to meet the paym&uirely the
creditor should not be suject to a feefor a return on this ground? UEME, FAEP and
EurdCommerce take the view that in this cagbge credtor bank should not have to bear
costs UEAPME suggests thidis issue shoulthe decideddirectly between the consumer
and the creditor.

Our recommendations

¢ A full examination and cost/benefit analysis must be done on tissue of fees for SEPA
direct debit, in particular, the proposal for an interchange fee on errors/returns.
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Stakeholder should have active participation in these studies ancdthe final decision
making process.

e There must be clarity and transparency on pricing of SDD post 20h2.banking sector
must publicly commit to specific fee structures following the expiry of the Regulation
2560 interim period.

e Member state governmats must take immediate action to ensure that MIFs on direct
debit at national level are removed through competition law action if necessary.
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CHAPTER FOUR:TERNATIVE SOLUTION

1. User Confidence

User confidence is essential for the success of any paymstarsyboth debtor and creditor must
have confidence that the payment will pass effectively and that the system does not carry
unacceptable risk i.e. it is not open to fraud, abuse or high error leBeisthe levels of checks
and security required to eshdish this confidence vary according to various elemeritse
multiplicity of DD schemes currently in use in member states reflectdifferences in local
communities, the perceived levels of risk and the attitudes towards those risk levels. It issfor thi
reason that the blanket EPC Rulebook core scheme attracts crititisras little flexibility and
does not capture the variety of existing collection schemksis too basic in terms of
functionalities, unbalanced in the obligations of the parties Imed and does not offer adequate
certainty of collection to creditors and protection to debtors. There is also concern that a wide
panEuropean use of the scheme would create a high level of risk for fraud.

A further problematic issue is that a balance stibe struck between the needs of the debtor to
have a reasonable time in which to reject an unauthorised payment and the needs of the creditor
to be sufficiently sure that payments will pass without delay. Timeamdate initiative is intended

to solve some of these problems but will only cover a minority of mandates and contains a
number of weaknesses. Consumers and a large section of corporates do not consider the
mechanism of the @nandate to be sufficient to address their concerns.

The fundamental is®ufor users is that the variety of needs concerning security and confidence
which exist in different markets should be catered for in the new scheme. Assurancasdof
different options as tpsecurity levelswould encourage the takap of SDD and help ess, on

both sides, to adapt to changes in the market conditions resulting from SEPA implementation.

In addition,BEUC points out that at present, many direct debit systarasun on the DMF system

e.g. France, Belgium$pain and ltalylt is the bankingcommunity which has opted foa CMF

system for SEPA DD and BEUC argues that the levels of fraud associated with CMF are greater than
those for DMF. Thegeeno consumer demand for SEPA DD argliethat consumers should not

be exposed to the levels of frduassociated with CMF at national level simply because a-cross
border system is being implemented. They note that, if the basic system is switched to the EPC
SDD, consumers in the majority of member states woulehass security on DD payments.

I.  Summaryof criticismsof EPC SDD scheme:

e Too much risk for debtors

e Too much uncertainty for creditaron the finality of collectionslue to long refund periods
e Unbalanced distribution of tasks and responsibilitiesjakifall mostly on the creditor

e Too passive &ole for banls, particularly the debtor bank
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e Too much rigidity in the operating cycle and too large an adstrative burden on
creditors
e dgnificant and unnecessary changes in creditors collection procedures.

2. EUCAIlternative Option CMF+

Note: It may betoo early at this stage to define exactly what systeitt prove most effective and
most attractive to creditors and debtorgariousAOSoptions may be offered by different banking
sectorsand it will be up to the market to decide which to adofiteelements outlined heréand in
Annex 1pre the requirements of the EUC for a system which would be acceptable to users.

The basic requirements of users for a satisfactSBPA DD schemaee:
e the debtor bank verifies the coordinates and the mandate priosg¢ading DD payments,
o DDs are checked against the mandate instructions and

¢ the creditor is informed in good time of any changes in the life of the manddieh are
initiated by the debtor or the debtor bank.

TheCMF+soluion involves the use ofdditiona optional services (AOS) as already provided for in
the SEPA DD Rulebookshich will offeradditional functionalities, e.g. more risk protection,
finality of payment and shorter terms for refuniihe newfeatureswill be developed according to
thePSD andhe ISO 20022/SEPA standard and will not interfere with the functioning of the basic
EPC SDD

This proposal has come from a scheme already developed bytkeciazione Bancaria Italiana
(ABI) and the Italian BarksCMF+will be an entirely new systemesdesigned to comply with the
PSD and the SEPA standards. It will be open for use bbyraffearbanks and corporates.

The basic EPCDB CMF system wallfunction as described in theuRbooks. CMF+ would
function as an optional addn to be chosen by theonsumer on the initiation of the mandate
These would not be two separate systems but would be alternative service options which would
both operate from the same Rulebook platforithconcerns additional optional features whitte

banks can offer theicustomers and does not interfere with the collection and settlement cycle of
the SEPA SDD as set out in the Rulebooks.

There is therefore no question of separate investments &t for every AOS, banks will not be
obliged to offer the service, either aseditor or debtor banksThe market will decide on the
success of the new service beyond its original constituency, and this may lead to a new Rulebook
or changes in the existing onle. both options, the mandate is received and stored by the creditor.

® This isknown as SEDASEPAompliant Electronic Database Alignment). It operates in accordance with the 1ISO 2002 /SEPA
standards and mirrors a system which has operated successfully in Italy for the last four years (known as EDA
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However, in CMF+, the debtor bank would play a more active role, to better guarantee security for
KAa OfASyd IyR (G2 FILOAEAGIGS GKS ONBRAG2NDa 2

The default mode would remain the core SDD scheme as defined by EPC. Over and above this,
there would bearange ofoptional CMF+eatures

e For the debtor. each debtorwould choose the level of servicehich best fits his
requirements as to securitypebtorscould aljust the level of protectiorfrom time to time,
accordingo his perception of potential risks

e For the credito on sending mandate data to his bargach creditor wouldalso send
information givingthe level of bieckshe expectsfrom theR S 6 (IbAMKI &

o For thedebtorQa :0elagh Ppank would be free to offer optiontdatures to their own
customers when they act as debtoend/or to their creditors.

These options can be illustrated by means of a table:

Creditor Level 1 Level 2 Level 3
Payer BASIC MEDIUM HIGH
Level 1 : Basic P. :BASIC SERVICE P :BASIC SERVICE P :BASIC SERVICE
High level of trust C.:BASIC SERVI' C.: Mandate feeeback C. : Mandate feeeback +
database alignmenh
Level 2 : MEDIUM P: control on mandate P: control on mandate P : control on mandate
Medium level of trust C :BASIC SERVI' C. : Mandate feeeback C. : Mandate feeebad +

database alignment

Level 3 : HIGH P: control on operations P: control on operations P: control on operations

Low level oftrust C :BASIC SERVI' C.: Mandate feeeback C. : Mandate feeeback +
database alignmenh

NB: The full technical requiremestof the CMF+ scheme are set out in Annex 1 of this document.

I.  Pricing
As a general point, it is clear that there is too little information on the real costs of payment means
in general and on those of direct debit in particular. It is also clear that$ankgage in much
crosssubsidisation of services which makes the issue of judging appropriate fees/fee allocation all

23



the more opaquelt follows from this hat a full study of the tra costs of direct debit must be
carried out.

One of the major hurdles it CMF+is intended to overcome is the problem of the interchange

fee, as the system would allow SEPA DD to operate without a MIF. The basic CMF service would
remain very cheap and very simple. The CMF+ would deliver greater benefits: it wosiidHiky

more expensive but it would be optiondlreditors will be able to attract debtors to the SEPA DD
scheme by offering extra security levelShis should also allow for a greater measure of
competition between creditors and between banks offering SEPA DD.

¢ The basic CMF system involves no additional work from the banks on each transfer as there
are no additional checks to be made. Therefore, it should be priced according to real costs
and would not generalljustify a fee for the debtor.

e CMF+ wouldoffer a superior serviceto the ultimate benefit of both partiesit would
attract aone-off fee when the mandate is first set y@at a level which reflectthe service
given.The fee, charged by the debtor bardould be paid by the creditor as part of the
incentive to the debtor to use the systenm countries where the system already exists, it
should cost no more than today.

Our Recommendations

e A thorough study of the true costs of payment means and of direct debit in particular
should be conducted byhe EU athorities.

e The SEPA DD scheme must incorporate the specific requiremeritosieby the user
community in Anex 1 of this paper.

e The SEPA DDcheme must cater for differing requirements from the various parties
concerning levels of security required. Addinal optional features which offer
alternative levels of security must be made available.
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CONCLUSION

SEPAhas arisen from golitical decision,which seeks to bring payments into line with the
integration of European trade by creating a single paymmeatket. It shouldbreak down national
barriers, remove national and local monopolies, unify infrastructures and so reduce the overall
cost of payments in the eurdomestic area. SEPA is therefore a long term project, which may
require some sacrifice in thehort run, but which should create lasting efficiencies to the benefit
of all European providers and users of payment systems.

A standard payments system throughout the Blduld allow businesssto shed the complexity

and extracost and make full use daheir centralized treasury, payment and collection factories.
Longterm efficiencies and benefits will respfirovided that SEPA is correctly conceived, designed,
implemented and communicated to alHowever, careful attention must be paid to the
divergerces between existing systems and how, as much as possible, to preserve their respective
advantagesIt mustalsobe stressed that shottierm investment requirements must not result in

an overall increase in costs any measure of acceptance of less effitisystems.

Payment systems users acemmitted to therealizationof these goals and fear that the SEPA
project is losing its way. Thecommendations contained in this paper are intended to advance
the SEPA direct debjiroject andensure that it doesndeed take a shape which willlfill its
potential and bring benefits to all users of payment systefritee members of the EUC and their
organizations are committed to working together with the European authorities and the banking
community to achieve theesolution of remaining problems and to ensure the success of SEPA.

SEPA Endsers Committee

June 2009
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Annex 1:Specifics ofEMF +

The EUC study has identifietl optional service levelsvhich should be sufficient to
incorporate therange of serviceaeeded tocover most of theequirementsindentified on
the different markets Therefore fransforming the baic SDD into an acceptable range of DD
instruments would requir¢he following additions to the core scheme:

(i) 2 optional levedof service ordebtorQa & A RS

e Medium debtoNI2 & 0O | syhi debtdrtb éhéck and validate mandates prior to the
first or oneoff collection

e HighdebtorQa 0 I y¥debtdrto Ehck and validate eadollectionrequest prior to
debiting the account.

S

Qx¢
>
¢

(i) 2 optionalleved2 ¥ & SNIBAOS 2y ONBRAG2NDA

ONBRAG2NJ
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(p))

e Medium: thedebtorQd o6l y1 aSyRa ol 01 G2
the mandate and/or confirmation by the debtor

e High creditor anddebtorQa o6yl F3INBS G2 Fdzi2YlFGAOFffe& &
incurred concerning the mandate data.

In addition, the CMF+ scheme outlined in Chapter 4 of the EUC paper has the following
specific requirementand advantages

() Requirements:
e (onfirmation by debtor bank of identity, bank coordinates and signing rights of

the debtor

M fARIFGOA2Y o0& (GKS RSO0G2N) olyl 6A0GK (GKS

transmitted by the creditor (in th€ MF scheme)

¢ Timely information to creditor bank, to creditor via creditor bank and to debtor of
amendments/cancellations of original mandate

¢ Timely information of changes in bank coordinates

e (Checking incoming requests for debit with mandate clauses

¢ Handling additional mandate fields (e.g. max/average amount of direct debit in
mandate)

e Banks check expiration of dormant mandates

¢ Additional services offered to clients (e.g. outsourcing of mandate management)

¢ Provision for a flag in a field of the ISO 20@rmat so that éank receiving core
SDD and CMF+ Sibst be able to distinguish them.

(i) Other servicesnade possible by CMFE +
¢ DMF ( banks holding debtors mandates )



e Portability of bank accounts and mandates
e Shorter or no refund when debtor bank cheakandates and SDD

(iif) Advantages:

¢ CMF+enhances flexibility by increasing the ways in which direct debit can operate. It
supports both B2C and B2B, the CMF scheme

e CMF+does not interfere with the presentation and settlement cycle of standard
SEPA direatlebits. Itsmessagesandle information, not transaction flows, sre
not payment data. They therefore do noeed to go through an automated clearing
house (ACH) (but ACHs may opt to offer the service and the SEPA AOS required).

e The ISO is already wonkj to standardise interbank messages concerniranges of
bank coordinates. CMF$ an extension of this work because it encompasses more
messages related to DD mandates and other bank services, like transferring
mandates to new banks.



ANNEX 2: List of DD systems in EU 15

Country Name of Scheme Type of Scheme Coverage
Portugal Sistema de Débitos Direct&DD Pre-authorised Domestic
Spain General Sulsystem of Direct debits Pre-authorised Domestic
(SNCHO05)Autogiro
Sweden Autogiro Pre-authorised Domestic
UK Direct debit scheme Pre-authorised Domestic
Austria Abbuchungsauftrag Pre-authorised Domestic
Einzugserrachtigungverfahren Pre-authorised Domestic
Einzugserrachtigung International Pre-authorised Crossborder
Bdgium DOM 80 Pre-authorised Domestic
Denmark Leveranarservice Pre-authorised Domestic
BetalingsservicePBS Pre-authorised Domestic
Finland Suoraveloitus (Direct Debit) Pre-authorised Domestic
France Avis de Prélevement Pre-authorised Domestic
Titre Interbancaire de paiement (TIP) Non- pre-authorised Domestic
Germany Abbuchungsauftragverfahren Pre-authorised Domestic
Einzugserrachtigungverfahren Pre-authorised Domestic
Greece National direct debit scheme Pre-authorised Domestic
Ireland Direct debiting scheme of li@nd Pre-authorised Domestic
Italy Rapporto Interbancario diretto (RID) Pre-authorised Domestic
Ricevuta Bancaria (RiBa) Non preauthorised Domestic
Luxembourg Domiciliation générale des factures DOM Pre-authorised Domestic
Electrique
Netherlands Contnuous authorisation general Pre-authorised Domestic
Continuous authorisation companies Pre-authorised Domestic
On-off authorisation Pre-authorised Domestic




Note: Source of Annexes® Internal Market [058tudy On The Harmonisation Of The Legal
FrameworkFor Cros$3order DirecDebit Systems In The 15 Member State§ kd European
UniorCby Landwelbnd Bogaert&Vandemeulebroeke
http://ec.europa.eu/internal_market/payments/docs/directdebit/finateport-partl _en.pdf

ANNEX 3

DIRECT DEBIT IN MAJOR EUROPEAN COUNTRIES (23 DIRECT DEBIT (DD) SCHEMES IN 15
COUNTRIES): DIFFERENCES AND SIMILARITIES

1. CONTRACTUARELATIONSHIPDEBTOR, DEBTOR BANK

e A specifiadirect debit contractis concluded between theabtor Y R (i KS aRiSiDahlg A &
direct debit schemes: the 2 Danistthemesthe Greekscheme andhe Italian RID cheme. Inthe
French Avis de Prélevementheme a specific contract is concluded whichoat®ntainsthe
mandate.

e Eleven Direct Debit Schemes have speddfiect debit provisions in the general terms and
condtions agreed upon between theethtor and thedS 6 (i Dank & these cases there is no
specificdirect debit contract between thelebtor and thedS 6 i BakE except ilGreece and ltaly.

e Member States where no specific contractual rules regardiingct debit seem to be in place
betweentheRS 0 (2 NJ | YR (i KehermSispedfib&dtracddr iyf the géneral terms and
conditions)are therefore Austria, Belgium, Finland, Ireland, Luxembourg, Portugal, and Sweden.

2. CONTRACTUARELATIONSHIEREDITOR CREDITOS BANK

In 19 out of 23 dect debit schemes a separate specific agreement regardlingct debit between the
creditor and theO NB R A ankRisdd@riatody. In only 3chemesis thereno separate agreement between
the aeditor and theO NB R Aaink? miely thischemes operated in Greece, Ireland and Portugal.

3. CREATING AND LODGINBE MANDATE

In15a OKSYSa (K &nk iSanlged xolcRedkivhethér theperational organisation of the creditor
complies with the sheme.In the other 8 schemes, namely the 3 Austriamesnes, the Finnish, the 2
German, the Greek and the Swedish, sanlobligation does not exist.

4. BLACK LISTS FOREDITORS AND DEBSOR

No blacklists for creditors or for ebtors coull be identified in the shemesstudied (for 3 £hemes no
information was availab)e

5. ALLOCATION OF CHARGES

e In 8 schemes only thecreditor pays chargesthe Belgian,2 Danish, Finnish, €k, Dutch
continuous authorzation general, Spanish and the Swedish


http://ec.europa.eu/internal_market/payments/docs/directdebit/final-report-part1_en.pdf

e Austria (3 sheme$: legally speakingallocation should be agreed upon betweedebtor and
creditor. However, in practice, in the Einzugserméchtigung Internationatliaeges are to bead
by the debtor only and in the2 other schemes by both theaditor and thedebtor in accordance
with the services actually rendered by their respective banks.

e In 3 other shemes, the allocation of charges is the subject of an agreement: the Irish &chem
where such agreement is to be concluded between the banks and their customers, addtafian
schemeswhere it is agreed upon between thiebtor and thecreditor.

e Portugal agreements between the intervening parties are likely to be concluded asher ailes
are provided.

¢ Netherlands/UKIn the Dutchcontinuous authorisation general anahe-off authorisationschemes,
as well as in the UKckeme, both thedebtor and the creditor may support charges at the
discretion of their bank.
In the 2 Germanahemes,the debtor pays the charges for the services rendered byRh& 6 (i 2 N a
bank, and the ditor paysthe charges bl 4 KS & SNIWA OSa NByRSNBR o6& (K

e France: no information available in France ¢Besnes).
¢ Luxembourgno fees are chargeatthe Debtor or the Creditor.
6. AMOUNT OF CHARGES
Very little information is available on the actual amouwifithe charges, but only on tHeasis of calculation
e 2 ltalian schemes/2 Frenchhemes amount is fixed.

e 2 Danish shemes a part of the charges isxed and another varies according to the amount of the
operation.

e Greecethe charges only vary in function of the amount of operations.

¢ In 13schemes (the 3 Austrian, the 2 German, the Finnish, the Irish, the 3 Dutch, the Portuguese,
the Spanish and thene of UK) the amount of the charges is to be agreed upon between the
parties.

e Luxembourgno fees at all are chargegither to the debtor,or creditor.
e Belgium and Swedeno information is available.
7. MANDATE BY THE DEBTOR

e In 21 M schemes there is anique mandate allowing thecreditor to initialize DCiransactionsin
the 2 remaining shemes, tle French TIP and the ItalianBRj both are nonpre-authorised
schemes, therefor¢here is no upfront uniquenandate

e France:French P&lévement scheme is based en Wdzy AngateYY 2y S A& f 2R3SH
creditor and the other with the 8 6 (i BaNRQ &



¢ Netherlands oneoff authorisation sheme thisis the only shemewith anupfront unique nandate
valid for one paymenonly. All other Schems, in which an upfronunique nmandate is used,
authorise an unlimited number of Dansactiongexcept when a maximum number is indicated
e.g.the ItalianRID)

8. FLEXIBILITY IN THE @MNT

Most shemes provide for flexibilitin the amount meaning that the creditor can initialiD® transactions
of various amounts. Only &hemesthe French TIP, the ItalianBi and theDutch me-off authorisation,
do not allow flexibility regarding the amount to be debited. Thidus to the fact that in thesechemes the
mandate, whether it isssued upfront or not, can only be used for aiegle tansaction.

9. H.EXIBILITY IN THIUEDATE

18 out of 23schemes allow for flexibility in the dueate. Those that do not ale flexibility are the 2 Danish
schemes, the Greek, the ltalianBRi and theDutch oneoff authorisation.

10. TYPES OF PAYMENTS

Most DD shemes can be used for all types of payments (14 out ofl@3he Finnish, the French Ade
Prélévement and the Spanisbheme the type of payment is explicitly limitetd recurrent payments

11. TYES OF ACCOUNT ALLOWE

Current accounts are always allowed, whereas savings and deposit accounts are often excluded. Not so
however in 10 Direct Debit Schemes where all types of adecane allowed. In the 3 Dutcltlsemes it is

up to the individual banksot define the types of accountallowed For Spain no information could be
obtained.

12. UMITATION ON THE NWBER OMANDATES PER ACCOUNT

None of theschemes contaim limit on the number of mndates that can be given per account (ime 3
Dutch Schemes it cabe otherwiseagreed. This issue is obviously not relevant for the 2 non-pre
authorisedschemes (the French TIP and the Italian RiBa) as the asdtion is provided after theequest
for execution and for a singleansaction only.

13. INVALIDITY ONIANDATHN CASE OF NOMSAGE

In 5 countries both creditors and debtors must pay attention to the rule under which a dormant mandate
can expire and thus can automatically become invalid if no transactions have taken place for a number of
months. The statutory pert provided for in these countries between the last transaction and the
termination of the mandate varies, but it is never shorter than 13 mon8een national schemes allow

for such a restriction to be agreed between the parties, while others do nob@ostich provision at all.

Expiry of dormaniandate

e Belgium 18 months
¢ DenmarkBetalingsservice 15 months
e Finland 18 months



e Luxembourg 18 months
e United Kingdom 13 months

14. MANDATORY CONTENTTHEMANDATE

¢tKS RSo0UG2NN& | 002dzy i ydzYoSNE GKS aArayl G§ddz2NBx GKS
scheme are the most common mandatory content elements of the mandate throughalit DDschemes.

In 15 out of 23 schemestudied, a reference tothe scheme is mandatory. In 18, KS RSo6 G 2 NRa |
numberis mandatoryThe signature and date are mandatory in 22 schemes.

Otherfrequentmandatory data in the mndate:

e identification of the debtorhis name and address;

e ARSYUGATAOIGAZ2Y 2F GKS RSoi(G2NRa& o6FylY KAa Yyl YSS
e identification of the creditor: his name and id code;

e the actual power of attorney

e authorisation of the original debtor, if any.

15. FORM OF THEIANDATE

Although infomation between the banks is usually transmitted electronically, creating and lodging a
Mandate still requires a paper form in many cases. In this respect it is noteworthy that the Portuguese
{OKSYS Iff2ga FT2N) G§KS ONXBI i Al is @nleclrdai® basking/iidrfac& DA |
available to customers.

16. ROUTING

Regarding the routing of the lodging of the mandate, in 15 out of 23 direct deb&mes the lodging starts
(or can start) with the dbtor contacting the creditor. There are 4 possibext sters:

- Ay p a0OKSYSa GKS ONBRAG2NI GKSy O2yidlOda GKS

in 3 schemes th creditor then contacts the automated clearing house (ACH)

- AY o a0OKSYSa (GKS ONBRAU2NI I RRNFaasSa KAYaStT¥
from the debtor

in 4 schemes there is no further lodging of the mandate once it has been given to the creditor.

In 9 out of 23 schemes the lodging stars Oy &GFNIov 6A0GK GKS RS6G2N O
Possiblenext step:

- Ay o &O0KSYSA (KStsthledt@NDRa oyl O2yitb

- AY M a0KSYS (KS RSo0U2NDa oly]l O2yidl 0Ga GKS ONBEB
- AY n a0KSYSa (GKS RBGHI2NDRa oly]l O2ydlrOia GKS

- Ay M d0KSYS GKSNB Aa y2 TFdNIKSNIE2RIAYy3I 2F (KS



17. REJECTION OF THE MANE

In mostdirect debit schemes the mandate can be rejected during its lodgjiripe 2Italian schemes this is

not possible. The circumstances in which a mandate can be rejected are not limited in any of the schemes.
In only 3 schemes (th€rench avis de prélevemg the $anish scheme and th&innish scheme) the
justification is mandatoryRejection occurs most often where thererépeated insufficient balance on the
account (or other repeated infringement to the direct debit rules) and material errors in the afathe
mandate. Twelve schemes do not oblige the rejecting pargyitereasors for therejection.

18. ROUTIN®FTHEREJECTIODFTHEMANDATE

A great variety of Routings exists for the rejection of the Mandate. In 4 Schemes the Routing starts with
theDeli 2 NR& . Iyl f2R3IAYy3T (GKS NB2SOGA2Y sAGK GKS 58501
Mandate towards the Creditor. In 6 Schemes the rejection can be effected by the Creditor himself towards
SAGKSNI GKS 5S0(2NE (K Sevdrad Sciethéslihgd ACHIcahfalsoddjekt th& andate.| ®
It should also be noted that in a few Direct Debit Schemes alternative Routings are possible for the
rejection of the Mandate.

ACCEPTANCE OF THE MANDATE
1- CONFIRMATIOQFTHEACCEPTANCH-THEMANDATE

Nine out of 23 direct debit schemes foresee a confirmation of the acceptance of the mandate. In 11
schemes this is not the case. In the&hish scheme it is optionalNo information available on &man
schemeslIn the Fench tip scheme there is no confirtien of the acceptance as such, but the faconnier
(organisation in charge of ¢hmaterial processing of the Tlikecords the information provided in the
mandate in an electronic filé{¢ L t )[iaNd-sé&ndsSt #oGhe creditor.

2- ROUTIN®FTHEACCEPTADEOFTHEMANDATE

Of the 9 schemes that provide for an explicit confirmation of the acceptance of the mandate, 4 schemes
require confirmation to be sent both to the creditor and to the debtor. Such confirmation is issued by
etk SNJ 6 KS RSOGACNDA ol y]l 2NJ GKS

In 3 schemes only the creditor receives confirmation aleptance of the mandate, as he must know when
to start lodging requests for execution. the Italian RiB, only the debtor receives a confirmation of
acceptance of the mandatén several schaes various alternative routings are in place for the acceptance
of the mandate.

DIRECT DEBIT TRANSACTIONS z NORMAL EXECUTION
1. OPERATIONAREADLINES

Only Greece, Ireland, Luxembourg, the UK and France (for #sutherised Scheme Avis de Prélment)
reported strict operational dedlines for carrying out a DO hose strict operational deadlines are linked

8



with the clearing processThe Germarschemes do not proviel for strict deadlines but the request for
execution is to benadewithout undue delay.

Most of the deadlines appli the submission of theequests forexecution which, if not filed in due time,
will not be taken into consideration. Such is the case in the It&tidda Scheme, in the 2 Danisheames,
in Finland, Sweden, SpaiRortugal, andn the 3 Dutch shemes.Belgium is the only country where the
operational deadlines must be agreedaspin the contract between thereditor and hisbank.

2RULESORCALCULATINGALUBDATES

Value dates are trationally not dealt with in the direct ebit regulations they largely depend on the
general terms and conditions of the participating banks.

3 MANDATORYCONTENDFTHEREQUESHOREXECUTION

¢ Identification of the €heme In the majority of the cases, thacheme must be identified in the
request forexecution.

¢ Identification of the debtorthe most frequently used element for the identification of the debtor is

his account number. In most cases the request for execution must also contain the name of the

debtor. In some cases his address and/or and&eenust also be mentioned.

e LRSYGATAOI GA2yY: 025 RSH (RNXIE2 Nalday 10 Aya]l y2iG ySOSaa

execution. When itis) K S 0 | cgde @ dsuallyaused.

¢ Identification of the creditorin most cases, the creditor isedtified by his account number ordi
ID code within the scheme.

Za))

e LRSYUGATAOIGARZY 127 dARFSANBRA GIXKSBRDONS
in the request for executionli A & dzadzr tfe& GKS ONB
executioni KSNEF2NB A& ARSYUGAFAOFIGAZ2Y AaA
request for executin, it is usually done via its tde.

¥ 12 ND &
A

R
RA G2 NDRA

¢ Identification of the mandateonly 8 of the 23 schemes studied oblige the creditorefer to the
mandae in his request for executiorBelgum, LuxembourgPortugal Spén, UK, the 2 Italian
schemes ad the Danish Betalingsservicgheme.

e The schemes that do not foresee a mataty reference to the mandatdo not oblige the creditor
to refer to the underlying relationship.

e Transactiondata: the amount of the transaction must alwalpe mentioned in the request for
execution. Usually the currency is also to be mentionggime schemes also provide that it is
mandatory to mention the requestk execution datethe Belgian, Finnish, Greek, Italidhtch,
Luxembourgschemes) and/or thedue date (the Finnish, the French Avis de Prélévement, the
Greek, the Italian and the Spanish).

e Other. Some membertates (Belgium, Finland, Italgnd the Nethedands)operate schemes that
oblige the creditor to mention the date of his request for execution.

y24 ySOS



e Inltalyandinthe UKi KS NXBIjdzSaid F2NJ) SESOdziAz2y Ydzad Oz2yil

bank participates in the scheme. In thalian schemes i amount and allocation of charges and
the date and validity of the mandate must also be mentioned.

LODGING THE REQUEST FOR EXECUTION
1ADVANCHRIOTICHOTHEDEBTOR

e The huge majority (15) of trechemes require the senalj of an advance notice to thesdtor. Such
obligationundoubtedlyenhances the legal security.

¢ Advance notice is opnal in the 2 German schemes, the Irigheme (but only when the amount
is variable), in the Italian RID (if foreseen in the contract betwi#ne Debtor and the Creditor) dn
in Spainand UK(but only before the firstransaction).

¢ Inthe French TIP Scheme and thatch oneoff authorisation,no advance notice is to be sent.

o Five of the &chemes which give no mandatory advance notice, give the delerpossibility to
revoke a tansaction.(This is not the casim the Dutch Oneoff authorisationwhich is used for a
single payment only.)

- The UK shemeand the German Abbuchungauftragsverfahmmovide that thedebtor can file an
indemnity claim.

2ROUTIN®FTHEREQUESHOREXECUTION

Ly GKS Kdz3S Yl 22NAdGeé o6mco 2F GKS aoOKSYSaz G4KS ON
olyl® ¢KS ONBRAGZ2NRE oly]l GKSy NI yaYoitdoughkh8 NIBIj

ACH In theFrench avis de préléveemt scheme, the requestisseaté G KS ONBRA (2 & &
G2 GKS RSo0id2NDa o6lylo

In some shemes (the 2 Danish, Greece, Luxembourg, Sweden and U&ethtor must send his request
for execution directlyo the ACH which then transmitsittogiR S6 G 2 NQR& o y 1 ®

The nonpreauthorised French TIBcheme uses a quite specific routing for lodging the request for
execution which cannot be compared with the other schemes.

CONFIRMATION OF THE EXECUTION

1. Confirmation of the execution of the requestonfirmation of the execution of the transton is
mandatory except in Italy, Portugal (optional) and Ireland (no rule).

2. Deadline Little information is available on the deadlifier the confirmation but in thoseschemes where
a deadline is foreseen, ¢delay is maximum 3 banking days after the payment.

3. RPouting: In the huge majority of thechemesii KS RSo60 (2 NRa oyl O2y FANXNA
0 KS ONJXB R foritiee MIDH) confiimg ¥asvis thecreditor. Between the banks and betwedine banks
and the ACH, confirmations are rarely made.
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CANCELLATION OF THE REQUEST FOR EXECUTION BY THE DEBTOR

1.

2.

RIGHT TO CANCELLATION AND CIRCUMSTANCES

Cancellation by theeabtor is possible in the Finnisbuxembourg, IrisfPortuguese, UK and Spanish
schemes, the French Avis de Prélevemeamdthe 2 Italianschemes.

Eleven of the 23 schemes do not allow the debtor to cancel a request for exeatitidin

Only the French Avis de Prélevememtd the Irish sheme provide for specific circumstances in
whichcancellation by the debtor is possible.

French Avis de Prélément: before requesting a cancellation, the debtor must try to find an
arrangement with the creditor

Denmark:Cancellation is possibknd is the same procedure agvocation of the transactioty
the debtor.

SwedenCancellation takes place by suspendingrirendate.

DEADLINES

Thedebtor must respect a deadline for subtiniiy a request for cancellatiomysually linked with the due
date. The ltalian RlBasthe shatest time period for canceltion, as the debtor must act at least 5 days
before the due date.

Denmark:the cancellation will be carried outlsiness days after the requeshe procedure for
cancellation by the debtor is the same as a revocation of the transaction by the debtor

Italy (2 schemes)time period allowed between the request for cancellation and the actual
cancellation is to be agreed between parties

Spain: tle direct debit is executed and immediately annulled.

REJECTION OF THE REQUEST FOR EXECUTION

1.

BANKS HAVING THERT TO REJECT

All the schemes allow the rejection of requests for execution.

a

In the 3Dutchschemesii KS  ONXB R A (i 2 NI dankadnd/the ach kn8gjeR & teduashi®r a
execution

In 10 schemegthe 3 Austrian, the Belgian, the Finnish, the Frengls Ale Prélévement, the 2
German, the Irish and the Spani&ioth the banks can reject the request for execution.

11



e Inthe Greek and PortugueseOKSYSX 62 (K (afd$he RGacdn2dieR @quest fof |
execution.

e Inthe 8 remaining Schemes, on\6th 5 S chéank ddia@perate a rejection.
2. CIRCUMSTANCES

Reasons for agjection are rarely strictly limited so that most of the time only examglas be provided.
Reasons need not always be given (e.g. Aysiiti@ most common reason is insufficient crdzitance on
thedS 6 (i 2 NI & OthefréyR ety fedorted reasos

e a mistake in the data of the request for execution and the absence of a valid account (e.g. because
the account is closed or does not exist, because the type of accoust rizeallow diect debits,
etc);

e no valid mandate;
e amount of the request for execution is superior to the authorised ampunt

e a rejection can sometimes also take place in the following circumstances: a seizure of the account
death of the debtor, insolvency/bankruptcy paevious contestation by the debtpif the creditor is
no longer admitted to act under the schemié;the agreement between the creditor and his bank
has been vilated; ifthe requested execibn date is not an allowed date.

REVOCATION OF THE TRANSACTION BY THE DEBTOR
1. RIGHT TO REVOCATION

The majority of theschemes allow the debtor to revoke a transactidiis is not the case t0 chenes:

the Austrian Einzugsermdachtigungverfahren, the Belglarxxembourgr, Finnish Greek Swedish the

German Abbuchugauftragsverfahren, thétalian RBa, he Dutch oneoff authorisation andhe UK (Butin

the UK thedebtor can logie a claim on the basis of the direct debit guaranitg@ch provides for the
reimbursement of the debtor only in the event of an error by @GNS RA 12 NJ 2 NJ 08 TheKS RS
Italian RID is the onlscheme where a partial revocation of a transaction is possible.

2. CIRCUMSTANCES

Only the Irishscheme limits revocation to strictly enumeratedsesi.e. if the request for execution des

not comply with the mandate. In therénch avis de prélevement, if the revocation is based on an
inaccuracy in the amount of the transaction or in the requested executains, the revocation camot be
rejected.

3. DEADLINES

The deadline for the ebtor to submit arequest for revocation is quite viable It ranges fromthe very
short deadline in ltalyAd ®S® 06 STF2NBE (GKS OND BAnio2nmbREs in th® ORramhi A &
Schemes.

12



¢ Inthe 3 Dutclschemes, the deadline is extended to 12 months in case of gftbaxecution.

e In the Austrian Einzugsermachtigungverfahren and Einzugsermachtigung International, if the
revocatonAd& YIRS f I 0SNJ GKIFIy nH OFfSYRFNI RFéa | Fi4S
revocation can only be accepted on the grounds ofrttendate being invalid.

e Spain: revocation oé direct debitis limited only if the amount is belowEUR 2.500 and the
request for revocationis madewithinon Rl @& | FGSNJ 6KS RSoAlG 2F (KS

e The French Avis de Prélevement provides the pdigiof revocation beyond the deadline only
when enforced by a court order.

e In the German Einzugsermé&chtigungverfahran deadline is formally provided butewocation
cannot be rejected if filed within 6 weeks of tlegecution datelndeed, afterwardshie debtor's
oyl OFy y2 f2y3SN NBlUdz2NYy GKS RSo6AlG G2 GKS Ol
bank might suffer a loss.

¢ Inthe Austrian Einzugsermachtigungverfahren and Einzugsermdachtigung International, the French
Avis de Prélévement and theefBnan Einzugsermachtigungverfahretihe Debtor must be re
credited immediately

e The 2 Danish Schemeteadlineis 2 business days.

¢ In the UKwhere norevocation as such is possible but an indemnity claim can be lodged, refund is
immediate in case of bankerror and must benadewithin 14 days in caseof creditorerror.

e The Dutch shemes provide a longer deadline, i.e. 9 banking days irtdinénuous authorisation
companies scheme and 35 days in the 2 other schemes.

¢ In the Italian RID Scheme the reimbursent deadline is to be agreed upon between the parties.
4. CONFIRMATION OF THE REVOCATION

e Confirmation of the execution of the revocatiom all schemes excepperhaps Spain wherao
information was  available, the revocation is confimed. In the German
Einzgsermachtigungverfahren the confirmation is not separate from the account statement. The
confirmation is optional in the Italian R¥heme and is gte informal in the Portuguesecheme.

e Form of the confirmation Confirmation is made by an account statentein the Austrian
Einzugsermachtigungverfahren and Einzugserméchtigung International, the 2 French and in the
three Dutch shemes|n the Italian RID and ihe Dutch Oneoff Authorisation,only a paper form is
used for the confirmation.

5. REVOCATION OF TWENDATE BY THE DEBTOR

Right to revocationAll schemes that are based on a unique mandate allow the debtor to revokniy.
the Greek and the Spanish Schemes reqthieerevocation to be justified.
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Deadlines Usually the evocation takes effect immedialy upon the receipt of the request or after a short
deadline (2 to 5 days)he Belgian Scheme is the only one that has a longer deadline, being 10 banking days
after the receipt of the request faNB @2 O GA2y o6& (GKS RSodG2NRa olylo

DISPUTE RESOLUTION
1. APPLICABLE LAW

Applicable law is designated and cannot be altered by the partiBsunish Leverandgrservice, the 2 French
schemesthe 2 Italian shemesandthe Irish, LuxembourgSpanish and the Ukhemes.

2. COMPETENT JURISDICTION

The competent jurisditon is provided in thesame schemes as above for applicable law plus Greece.
However, thisdoes not prevent the parties from choosing another jurisdiction in thé&akan and in the
Swedish shemes. No information on the exclusivity was available fordmliourg. In the 2 Frencdithemes

the choice of an alternative competent jurisdictiaaso remains possible but this is limited to the
relationships between theebtor and the creditor, the debtor and his bank and the creditor and his bank.

3. ALTERNATIVESBUTE RESOLUTION

e 7 schemes provide for a specific alternative dispute resolution (ADR): the Danish
Leverandgrservice, the 2 Italian Schemes, the Dutch Continuous Authorisation Compamies, t
Spanish, Swedish and the Wtemes. Usially ADR is only availebto professionals (Banks and/or
ACH). ADR is in place for disputes between thtomers and the banks only in the UK.

¢ In the Danish Leverandgrservidbe 2 Italianand the Spanistscheme, the competence of the
ordinary courts is not excluded lige exstence of the ADR.

¢ In the Danish Leverandgrservice, the Dutch Continuous Authorisation Companies, the Spanish and
the UKschemes, ADR decisions alending for the norparticipating parties.

e The Danish Leverand@rsice, the Spanish and the Ughemes provide that ADR decisions can be
challenged before an ordinary court.
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ANNEX 4: PROFILE OF MAJOR DIRECT DEBIT SYSTEMS

ITALY: RAPPORTI INTERBANCARI DIRETTI (RID)

This direct debit scheme imainly governed by instructions drafted by ABssociazione Banga Italiana),
which are agreed upon by all the banks that are mendfekBI All currenciesnay be used in thecheme.

Banks participating in the Scheme are obliged to store the relevant data. As regatulsdes of proof of

the parties the general rués apply therefore the burdenison th®ft A YAy 3 LI Nled hy (K
contract entered into with their clients generaByLJIS OA FASa (KIFG GKS o6Fy1SNBRQ o
evidence against the clienNormally no clearing house is invetl; unless forcrossborder direct debits.

The banks operate an electronic system, which allows automated proce&xihgthe initial signature of

the mandate and the lodging of each request of executieguire human intervention

l. INITIALISING THE DIRBEBIT
a) Contractual relationship between Debtes So6 (2 NRa . | y ]

The Direct Debit services are governed by a specific contract entered into by and béhedsmk and the
Debtor and by the general terms and conditions of the accoelattionship.

b) Contractuarelationship between Creditar/ NS RA G2 NR& . I v

Thedirect debit services are governed by a specific contract entered into by and bethvedmmank and the
creditor and by the general terms and conditions of the accaatationship.There is no central dabase

to which all banks may have access to checlkctditworthiness of their clients. Each bank investigates its
Of A Sy (i & Qepandety Xhe divedt debitischeme is based on a unique mandate by the debtor to his
bank, for aspecific period ofime.

c) Fees

The debtor is charged for the services rendered by its bank, unless otherwise specdeeung that the

debtor is charged also for the payment of services rendere®BdyS RA 12 NR& o6yl ® ¢KS
charges related to direct debit depds on theagreement between the creditor and the debtor. Generally,

banks apply fixed chargasnless there are particular terms and conditions for the benefit of special client.

¢ KS ONBRAG2NI Ydzald adzo YAl +ty Ay@2A0S 0ST2NBE RSOAGA

d) Mandate
. 5S00G2NJ (2 5Sod2NRa .lFylyY

e The debtor transmits the single original of the mandate to his bank, which kesgsysand returns
the original mandate to the debtor.

e Mandatory. a limitation in the amount (if applicable), the currency, the periodicity &ming of
the due date, the amount and allocation of charges, the validity period (start date/end date), the
actual authorisation, the signature and the date of signature.
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Optional A Y F2NXI A2y NBIFNRAY3I {KS stipuaiisiedadidthe 6 | v ]
amount of the transactions(A ESRX @I NXiR2&f $ X YANIITY Bd eIl 0 A f A (&

Themandate takes a paper form, which is then always converted into electhaftionation flow
by the bank. The original of the mandate is giverh® debtor, one copy is kept by the bank, and
one copy is forwarded to the administrative centre of the bank.

Thereceipt of the mandate must be confirmed by the bank, in paper form.

If both the debtor and the creditor are undertakings (i.e. rRoonsumer¥, a paper copy of the
mandate is provided to the creditor

e) Creating and lodging the Request for Execution

CreditoDebtor:Depending on their bilateral agreemenihe creditor may be obliged to send advanced
notice to the debtor before each transactiom such case, the parti@say define the deadline, form and
content of such notification.

f)

I FyOSttlliAzy 27 /| NBRAG2NDE wSljdzSad F2NJ 9ESOdzi

TheRSo0G2NJ KFa GKS NRIKG (G2 OF yOSt citcthBtanCeNBRA (2 N.
may do so up toive days after the due date by contacting his baltkmeans that before the
expiration of the fiveday deadline, th&R S 6 (1 2 NQ & orhaielanyRayBent ngheitlistanding

the expiration of the due date, if so agreed betwedhle debtor and his bank

(@]

Theonlyreasorif 2 NJ 4§ KS RSo6G2NDRa ol yl G2 NBeaStdireqiestS RS
for execution is if such request is submittefier the Sday deadline.

TheRSoG2NRa oyl OFy NB2Hrdasonki@ thdectited thelireq@est SE S C
for execution could be the following: account closed, wrong branch cledg, of funds, amount

exceeding the maximum amount, authentication failuce, if answerdata does not conform to
direct debit instructions.

The request for execution rmai be rejected for the full amount if the fundsontReS 6 G 2 N & | OO
are not sufficient to cover the entire amount of the transaction

REVOCATIOQFTHETRANSACTIOBYTHEDEBTOR

The debtor can, by contacting his bank, revoke the transaction for amgaewhatsoever before the
ONBRAG2NDAa |.002dzy i A& ONBRAGSR

REVOCATIORFTHEMANDATEBBYTHEDEBTOR

Thedebtor has the right to revoke the mandate for any reason whatsoever. It doesasat to be justified.
The deadlines for revocation of the mandate candgreed upotetween the debtor and his bank
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SPAIN: GENERAL SUB-SYSTEM OF DIRECT DEBIT (SNCE-005)

The Spanish Dire@ebit Scheme is managed by tBéstema Nacional dEompensacion Electronica, the
Spanishnational clearing housavithin the Bank ofSpan, the Spanish ACH. Tleheme is primarily

governed by regulations issued by thank of $ain and the operationahstructionsissued by the ACH.
The Euro is ta only currency allowed in thekeme.

Under Spanish Law, the contractual relationshigtween i KS RS6 (2 NJ | Yok na)k & RSo
considered as a mandate (mandate for paymeiithe direct debit services are not governed by a specific
O2y (NI OG0 0S0G6SSy GKS RSO00G2NI IyR GKS RSo0dG2NRa oy
the current accountagreement with its bankThe contractual relationship between thereditor and the

O NB R bahi2nalptEe considered as a mandate for direct debit exec® 2 f f S Banda® yoifthe

bank also lends the funds to the creditor, it $Hze a discountDirect ebit servicesare usually governed

by the general terms and conditions of the accoteiationship.

In establishing the relationship between theeditor and his bank, therare two possiblalternatives:
- specific contract for proessing payments and collections via the direct debit scheme
- agenerabanking services agreement

Theoriginal debtor in the underlying relationship can be different than the holder of the account where the
amount is debited. In such case, the debtor, aklbr of the account, has to sign the mandate

Under the Spaniskscteme, the following payments are permitted: recurrent consunpayments,
periodical payments, oneff payments and transfers between current asdvings accounts (with EUR
6.000 limitatian).

l. CONTENTFORM ANOROUTING OF THE CREMVIAND LODGING OFEMANDATE

The Spaniskirect debit scheme works on the basis of the creditor's baagponsibility, in the sense that

0§KS ONBRAG2NIDA o0 y| ©xeodtioyvdtiiout befhipureithatiitS cliént iNBtijledz®a & F :
lodge such request according #ovalid mandateAs a consequence, t@NBRA G2 NRa ol yl R2S
information about the mandate tahe ACH.

a) Mandate
i. Step 1: Debtor to Creditor:

Usually two originals of the mandat may be signed by the debtdEther the debtor remits both the
originals to the creditor who may give one to his bankther debtor remits only one original to the creditor
and keeps the other original tore himselfortoremiti 2 KA & ¢ b&a RSO0 3G 2 NR& O

i. {GSLI HY /NBRAG2NI (G2 / NBRAGZ2NDRDA .lFylY

One2 NAIAYLFEf 2F GKS YIYyRIGS YIeé 0S5 SINEO@RNRSRA QR G0KKSS
bank has the burden of proof of the existence of a valid mandgell K G KS RSod2NRa ol y1i
bank are subject to custody and storagbligations regarding the mandate in the same manner as the
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custody and storagebligations imposed regarding all operation executed under the rendering of banking
operations to their clients

II.  PREADVISEODEBTOR

Althoughit is not mandatory, when the amount of the direct debit paymenvariable, the creditor usually
sends an advance notice to the debtor to infotim of the request for execution, indicating the exact
amount to be debited, thelate of debitingandts RSo6 G2 NXQRa | O02dzy i ydzyYo SNJ

I1l. TRANSACTIONSIORMALEXECUTION
General characteristics

- Thecreditor allocates a unique filing code to each transactimg. with reference to theumber of
client.

- Theprocessing of the transaction takes one day from the regoéshe creditor until thedebiting
2F GKS ar&@mt.li 2 NR A

- ¢KS ONBRAG2NIRA o0Fy]l Ydzad y20AFe& (KSRONBRNIIZ NI I2
must inform the debtor that his account has been debited. It is usually sent to the creatiitwot
in a separate statement
IV. CANCELLATIGDFTHEREQUESHOREXECUTIOBYTHEDEBTOR

General characteristics

- The debtor has the right to cancel only one specific request for execution, or ordmrtkaot to
accept any further direct debit from a sgific creditor.

- {dzOK | OFyOSttliAz2zy NBIldzSaid o& GKS RSo0dl2N) G2 0
RSoAlG SESOdziSRo /FyOSttldiazya I NB LINROS&aaSR oe
processed

V. REJECTIODFTHEREQUESHOREXEUTION

Thedebtor and the creditor havéhe right to be notified about the reason for thejection. Thecreditor

has to store any evidence of the pagithorization for the mandate to bexecuted and any other
document that may serve as evidence for thealdation of therejection TheRSo 2 NRa ol y 1 |
ONBRAG2NDA ol yl akl f finfoonatipiKreldtad  WNB transhctiondribiddy Sy i a I+ y

VI.REVOCATIOBIFTHETRANSACTIOBIYTHEDEBTOR

In Spainthe debtorhas anunconditional rightto the revocation of any transaction already debited on his
account. No reason need be providdult if the debtor doegprovide a reasonit is usually mentioned in
the processing of the information by thmrticipating banks

The deadline forevocation mayary depending othe amount of the transaction in question, as follows:
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- Fordirect debitsamounting more than EUR 2.500, trevocation can be made up twne banking
RFe&a FFOGSN) GKS RIGS @ut. RSoAGAY3a 2F (GKS RSo6G2NI

- Fordirect debits amountingip to EUR 2.500 thesvocation can be made up to 3@&lendar days
FFGSNI GKS RIGS 2FacR@DAGAY3T 2F GKS RSod2NDa

VI. REVOCATIOGBFTHEMANDATE

Thedebtor has the right to revoke the amdate. There is no specific list of reasons #iéiw thedebtor to
revoke the mandate, buit usually needs to be motivatetllote: a notification by the debtor to the creditor
about the revocation of the mandate is not a requirement for the revocation to be.valid

FRANCE

Thescheme is not governed by any laws specific teaidebit, but is laid down iseveral interbanking
agreements The platform is hosted by the ACH {StWhich isnot exclusively dedicateth direct debits It

also allows for the handling afll electronic retail payment instruments (direct debitsedit transfers, card
paymentsand the like).The Euro is the only currenejlowedin the schemeThescheme does not allow
for crossborder direct debitDirect Debits are subject to clearing (netting). Apart from clearing, the role of
the ACHconsists ofjranting technical approvals and transmitting information. The netting inAiGel takes
one banking day.

a) Contractual relationship
¢KS RSO0U2NJ YR GKS RSo00G2NR&a olyl KI @S dirétdébyfsi SNI A
(autorisation de pré&vement).The creditor and the creditor's bank need tater into a specific contract
(convention derecouvremeni.

b) Mandate

Thedirect debit scheme is based on a double mandate: the debtor gives one wdlddor and one to the
debtor's bark. Flexibiliy is allowed in the amount (which can be fixed or variable) and in the dueatate
they are not mentioned in the mandate$Shedebtor in the direct debit can be different from the original
debtor, although it isi0t common practice

Two original mandates @ created Theyare both signed by thelebtor and sent to the creditorThe
creditor transmitsone of the original mandates(torisation deprélévemenj to the debtor's bank

co wS2S0iAa2y o0& GKS 5So0G2NRa . +FylyY

¢CKS RSoG2NRA ol Yyl A eEddWN spackiSreqlinddeRrekist foNthe Zohtenii 6¢ S NJ
the form of such communicatioTheR S 6 (1 2 NID & sdhk gebtor af thd rajéehon

.  EXECUTION
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o Before this stepthe creditor must inform the debtor of the amount and date of the transaction.
This can be done by any means (invoice, advance notice or statement), as long as it refers to the
underlying relationsip.

e There is naeadlineand the debtor has to check thealidity of that document

e If execution made byNMB RA (12 ND@&2 6 RS i heNATHboth bayks have to check the
validity of the request for exetion.

e Time needed between exchange via 8hH interbanking settlementthe transaction is effecteth
four banking days (avis de prélevement normal) or tlanking days (avis dergevement
acceéléré).

e |tis mandatory to confirnthe execution of the request

e Thecreditor's bank confirms to the creditdhe execution of the requeshrough the periodidank
statement

e Thedebtor's bank confirmthe execution of the transactioto the debtor throughperiodic account
statements

II.  CANCELLATIGDFTHEREQUESHOREXECUTIOBYTHEDEBTOR
Thedebtor has the right to cancel the request for execution with a writtequest to hidbank, when
- hedoes not agree with the creditortdaim,
- the debthas already beepaid,
- the amount is inaccurate,
- the due dateis inaccurate,
- he requests to defethe payment.

Before requesting cancellation of the request for execution, the debtor must first of all try to reach an
agreement with the creditar Therequest forcancellation must be justified anspecific codes are used
between banks to indicate the reason of the cancellatibtheRS o6 G 2 NDa ol y]l] R2Sa y2i
NBIljdzSaid F2NJ OF yOSt t I GbuRséndsia eledirint méEsbegddntaintbidNEbded o | V|
information via the ACH. TR@ NB R A i 2 NXirorn® hig/clientiel&c8oyiicallf.hecancellation request

can be rejected by the creditoif so, the creditor's bank and the debtor's bank are not involved in the
dispute between thecreditor and the debtor (Both banks can also reject tfrancellation request

.  REJECTIODFTHEREQUESHROREXECUTION

e BoththeONBRAG2NDA o6Fy] FYyR GKS RS0 2NDAexscutigl Kl O°
They may have sevdrpossible reasons fadoing so.Rejections can only be done for the entire
amount of therequest for execution When the request for execution is rejected, it isot
automatically reconsidered arttie creditor mustlodge a new request
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e 5So0i@INNEA G2 ONBRA the AQR&vithin b gelay dfidkyNEhdda8kor is allowed to
NEZ21S GKS GNIyal OGtAz2ys o8& wulNdklyfor $ig whblSdamdedita i § 2
Possible reasons fatoing so are: inaccuracy of tlmount of the transaction, of the requested
execution date,etc.

e The eebtor has two months as of the receipt of his account statement to exercise his Bigting
this period, therequest for revocation cannot be rejected, providit the request is done on the
basis of the groundsdicated aboveAfter that deadline, theevocation can be exercised only on
the basis of an enforceable court order.

e Debtor must provide his bank with proof of evidence (e.g. invoice, statem&h&debtor's bank
can reject the request for revocation submitted by thebtler if the request isnot documented
(invoices, advance notice, etc.).

e The creditor's bank cannot reject the request transmitted by the debtor's bank, excefteif
requestis not based on one of the grounds mentioned above.

e Thecreditor can refuse the mest for revocation if the deadline for revocation hagt been
respected.

e TheNB@20F A2y 2F GKS {(GNIyalOlAzy Aa O2ythaN)XSR
ONB R A (i 2 stdeinenq buytfie®@ & no information available on its contents.

IV. REWCATIONOFTHEMANDATBBYTHEDEBTOR

Thedebtor has the right to revoke the (two) maaitgs without any justification to takeffect immediately.
Thereis no specific form for the revocatioasd it is not possible to rejectravocation

¢ Fees:lt seems thasome French banks intend ttharge fees to the debtors, but at this stage
further information is available.

e Problems: Fewer than one percent of the transactions aurkject to arevocation by the debtar
Most of therevocations happen in the context direct debiting initialisedia the web.

PORTUGAL

The Euro is the only currency allowd&lrect debits are subject to clearing (= netting). The clearing house is

the sibs, whicltarries out the clearing and forwards the information regarding the dide&it transactions

G2 GKS RIEoU2NRE o

All participating creditors are registered in a list that, in principle, does not haesexrved character. the
ONBRAG2NDE o6ly|l KFa (KS Rdziéedio? becatssd iOWill bé tiesableiNg R A ( «
OFasS 27F (K Scorphasde with shadireét defitlsghemeThere are nspecific direct debit black

lists for creditors odebtors

l. MANDATE
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Thedirect debit scheme is based on a unique mandate given by the defitare is n@xact formué in use
for the actual power of attorney, as it can be lodged in three differeays:

- ATMs network comprising about 9000 ATMs (Multibanco),
- overthe countewiththeRS o6 1 2 NR& o vy
- @A GKS ONBRAKII 2NJ 6 ONBRAG2NRA 0o

Multibanco is a kind of interface # connects banks and their customers and allowstlier handling of
variouskinds of customer transactions iaa interbank ATM networkThe ACHhas a database of the
mandates: these could baelivered directly to the ACH throughe debtor bank (Multibano),delivered to
the debtor bank canter or given to the creditorElectronic information of mandate iss#received by all
participants.End Users can participate in the ACH

a) Routing

e Via the creditor Creditor gives paper copy of mandate to his barle ®NB R A i 2 NXchecld | v
the validity of the Mandate, meaning whether the formal appearance of the data seemsct.
who dematerializes and forwards it to ACH Debtor bank received electronic information from ACH

¢ \ia Multibanco: The Debtor submitdhe Mandate directly to his Bank via Multibanco in an
electronic manner. In this case a token signature is used. The receipt of the Mandate is also
confirmed electronically, by way of a receipt. The ACH is responsible to check the validity of the
Mandate.

e Overthe counter to the debtor bank hedebtor's bank, based on the information it received from
the debtor, acivatesthe mandateelectronicallyin the ACH databasé\ token signature isised.
The receipt of thenandate is also confirmed electronicalfheR S 0 (k& Ih&cks the validity of
the mandde. TheONB RA (2 NDa& o0 y | wHeytRechediidr doéKndhave MiBrech ( 2 NJ
relationship with the ACH. If thereditor has a direct relationship witACH he is informed through
his direct particiption in the system.

b) Acceptance of the Mandate

The acceptance of thenandate is confirmed to the debtoin three possible waysccording to the
communication channelThe creditormust respect a waiting period between the lodging of the mandate

and the fist request for exeation. The creditor is responsible for the storage of the original of the
mandae, depending on theagreement between theONB RA G 2 NJ ' YR (i knSofar@NBEER A (1 2 N.
creditor is responsible for the storage (only when the mandatedged via thecreditor) he will also bear

the burden of proof of the existence of the mandate

c).Fees

e The charges are not subject to specific rules: the parties are free to agree amihent and the
allocation of charges
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e TheONB RA (i 2 N &ly éharge the drkecy debit BdvBes rendered todlientsaccording to
what is agreed upon.

e TheRSO0G2NRa olyl OlFy FTNBSfe OKtokRIBntsi KS RANBOG R
. EXECUTIONALUBDATES
The operational deadlinallowedfor the executionis in principlethree working days.

Specific rules as tealue dates are also in place: the value date applied to the debit brigine of the
three working days, the value date of the credit can be agrapdn between the creditor and the
ONXB R A (i 2A\dRen signhtyfq istused if the request for execution is made electronically

Note: Thecreditor is obliged to send an advance notice to the debtor to infbim of the request for
execution There is no specific deadline to send t@mvance notice. Ithould however be sent within a
reasonable period of time. Thedvance notice should contain the amount of tiiansaction and the date
of execution.

a) Confirmation of executions S o6 (i 2 N & . The/chnfirthation lothd executionresults from
the communcation of the rejectedorders. All requestedransactions that are not specifically
indicated in thiscommunication are deemed to have been executed. The communication is done
electronically.The ACH cheskhe validity of the request for executiomhe AEl is responsible for
the storage of the data.

b) Request of cancellation by the debtdhe Debtor has the right to cancel thegquest for execution
No threshold isapplicable. Thelebtor can make a request for cancellatiap to the date of the
effeciveded A0 2F (G KS RBheragRastlicc cahc@l@idrdmust be lodged with the
RSold2NRa o6l y]

c) Rejection of the request for executiotheRS o0 12 NR& o6+ y]l Kla GKS NARIKID{
execution The ACHbnly has the right to rgect the request ér executionfor technical reasons

M. REVOCATIORFTHETRANSACTIOBYTHEDEBTOR

TheRSo0 (2NJ KFa (GKS NRIKG (G2 NBG@21S | withdlt giving @dsdn® y & A
Therevocationmustbe done within five working days following tdey on whichi K S R fdcau®t Was a
debited. In this period theevocationmust always be acceptedoth electronic and paper forms are used

for the revocation of the transactiarTherejection of a revocation request is not possible

V. REVOCATIORFTHEMANDATEBBYTHEDEBTOR

The Debtor hashe right to revoke the mandate withougiving reasonsThe revocatiorof the mandate

takes effect immediately. No specific id code is allocated torévecation of the mandateAs the debtor

can lodge the request faevocation via the creditor, via Mtibancoor2 @S NJ 0 KS O2 dzy i1 SNJ 6 4 A
bank), again three different routings are possiliteés not possible to reject the revocation of the mandate.

V. CONFIRMATION OF THREVOCATION OF TMANDATE

Two Routings a possible.
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e Creditor to Debtortn principle, there will be no confirmation. However, the Debtor should retain a
copy of the Request for Revocation duly signed or stamped by the Creditngen to evidence
the receipt of the Revocation by the Creditor.

¢ \ia Multibanco or over the counteiThe Debtor receives the confirmation of his Revocation in form
of a receipt.

BELGIUM: DOM 80

The Euro is the only currency allowed in teeheme. Direct cebits are subject to clearing (= netting)
through the UCV/CEC.h& ACH controlancoming data and is responsible for the Routing of the
information to participating banksNet amounts are transferred to participating banks at the end of the
day. The maximum timallowed for clearing is five bank working daykhe debtor and his bank do not
enter into a contract specific to direct debit.

A specific ID code is allocated by the bank to mmandate. Creditorsoperating under thedirect debit
scheme are in princlp registered under their VAiTumber. Debtors aresometimes iéntified by their bank
account number.Creditors are registered in a list kept by the ACH. Information oncteglitors is
accessible to all banks that participate in the direct debit scheme.

I MANDATE

The Direct Debit Scheme is based on a unique Mandatenddy the DebtorWhen no direct debit
transaction has taken place during a period of 18 monthsOMB RA 1 2 NR& o6yl YI & OF yC

a). Fees

Banks do notcharge debtors for direct debits. There is no spedifiormation available on the charges t
be paid by the creditor.

b). RoutingsThere are two possible Routings.

e Routing 1:

Step 1Debtor 0dS 6 (| BaNKIEK NB S 2NAIAYI & 2F GKS YIYyRIFIGS FNB

Step 2DS 6 G 2 NRa 0 | :\oie origdal & & Rahdae, Mon®ll SR 08 (GKS RSo0G2NRA

direct debit number, the date and its seal, is given to the creditor and another origirgiVés to the

debtor. Other information provided to the creditor concern the date of acceptance,|heode of the

creditor witth y G KS RANBOG RSoAlG aOKSYS> 2F (G4KS RANBOG |

mandate takes effect. This information is given in an electronic manner. There is no confirmation by the

ONBRAG2NY ¢KS RSo0UG2NR& oOlndite Ydzad OKSO1l GKS @I f ARA
e Routing 2:

Step 1: Debtor to CreditoFhree originals of thenandate are transmitted to the creditor
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Step 2: Creditor tR S 6 (1 2 NIAR(G KONB/S] 2NAIAYLFfa 2F GKS YFYyRIFEGS N
bank, whomust confirm the receipt of 8§ Y I yYRIFGS® ¢KS RSoid2NRa& ol y]l Y
mandate.

{ G SLI o Ybark$oadébNaneioriginal is then returned to théebtor. There is no confirmation that
the Mandate has been received.

{ G SLI n YbadkSoociedithire originalis also returned to the creditor together with information
concerningthe date of acceptance, the id code of the creditor within the direct debliteme, of the direct
RSOoOAG FYR 2F GKS RSO0 G2 NI atakes leffedt. ThisyiRormatiorSigivert i &h G K S
electronic manner

Variation of Routing 2: DOM 7@ variation of the second routing is also possible. In that case there is a

prior agreementbetween thedS 6 (i 2 NXt &/ Ro [GyK]S O NI RoAcdngalt) afiowingWesldtter to

collect andstore the mandates himself. In that case there would be only maedate to be stored by the

creditor who would be obliged to transmit the informatiaegarding the mandate on a data carrier
G261 NRa (GKS RS0 G2 pdbemsoif tfig dohi B WD Ghinks i yegeEsarly, yhére may be
atransferofit KS 2NAIAYyIlIf YIYyRIFIGS (2 GKS RSodG2NRa otyle ¢
with many debtors. It simplifies the direct debit procedures for the banks

c) Acceptance of the Marate

The acceptance of the mandate is confirmed as both the creditor and the debtor reneimaginal of the
YIYRFGS gA0GK GKS aSFHt 27F (KS mhédiréc2dedl dumbek. ysis@ioasii KS R
the originals are returnedhe directdebit schemebecomes operational.
¢tKS RSOG2ND&a oly]l KFa &ad2N)r3S 206f A3 (ndedtighad, thedS 3 NR
ONBRAG2NI OFy F3AINBS ¢gA0K (KS RSO tha batkaimsel. yAthat éade, & G 2 N
he has to keepgthe mandate for 10 years following the lasinsaction. In such case the creditor must also
LINE 3A RS (KS RSo6 0 2thedmanddte aythe reguest 6f the latter2 LI 2 F

. PRIORNFORMATIONODEBTOR

The creditor sends an advance notice to the delttomform him of the requestor execution, and more
precisely of the amount of the transaction. The advano#éice must be delivered to the debtor no later
than 5 days prior to the submissiofithe requestby theACHi 2 (1 KS RS0 02 NRA ol vy

Ml EXECUTION

TheONBRAG2NI YR GKS ONBRAGZ2NDRA olyl OFy |3INBS dzLJ
transaction and the applicable value datdss mandatory to confirm the execution of the request

a). Fees

e / NBRAUGZ2ZHRKE ONFRA G2 NI afeed acyotdinghtd its Bsted tarifiE @Rhe otRer
hand, itmust check the validityfdhe request for execution.
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e 5S00(2NITBeRSHPWENRE o6l y]l Ydzad OKSOl G(KS @FftARAGE
for execution

b). Gancellation of requestdr execution It is not possibleither for the debtor orfor the Creditor to
cancel higequest for execution

d) Rejection of the request for execution

Bothi KS ONBRAG2NRE o6yl FyR (G4KS RSo6 G2 NXeiecuboh.yThe Kl &€
ONBRAG2NRA olyl OFy R2 &2 T2 N S0oyiaiND@EOSo FAyF (YK (R IC
mandate and the request for execution and ddwerefore reject the request in case there is a problem.
Obviously it can also reject threquest if the emaining credit balance on the account is insufficient

V. REVOCATION

e Of the transaction by the debtoiThe Belgian system does not allow for a Revocation of the
Transaction: disputegoncerning payments that have already been executed must be settled
between the parties

e Of the mandate by the debtothe debtorandall the intervening parties, except for the ach, have
the rightto revoke the mandate withaureasons.Therevocation of the mandate takes effect ten
banking days after the revocation hasbeenSgc 3SR 6& (G KS RSo0G2NRA& ol y1i

GERMANY: EINZUGSERMACHTIGUNGSVERFAHREN

The Einzugsermachtigungsverfahren is the most commonly used Direct Debit Sch&aamiany.The
other direct debit schemethe Abbuchungsauftragsverfahren is used ofty some B2Branseactions
(where larger amounts of money are involved) and on speeigliest of the creditorThe direct debit
scheme allows for straight through processing (fully automated) viilame of paper based direct debits
being of no importanceThe euro is the dg currency allowed in the scheme.

There isno direct debitplatform as such, only rules of procedure, which governriiiationship between
banks and their customers. The direct debit scheme is thereforaiseatsa set of rules which allows for
straightthrough processing

The direct debit scheme is laid down in an agreement between banking associatimhshe German
BundesbankTheDeutsche Bundesbardnd theBundesanstalt flr Finanzdienstleistungsaufs{@#Fin) are
responsible for the oversight ofhé scheme. The execution of direct debi®tween banksis done
bilaterally or via theDeutsche Bundesbar(kvhichis the nationalACH for all payments/direct debits which
are not exchanged bilaterally). Both varianise standardised message formats andnomunication
channels.The system is based on the assumption that the debtor will stand up agalinstt debit
requests, which are not justified.

I CONTRACTUMELATIONSHIP
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Thereis no specific contract for direct debit services between the debtor and g, lsdher than the
terms and conditions of the account relationshipnly one provision in that agreement addresses direct
debit, which states that the debtor must bring forward his objections against a direct debit no later than six
weeks after having rexved the periodic account statement, unless the debtor has already approved the
debit.

A specific contract fjkassovereinbarung) is concluded between the creditor and his bank, \ghigrns

their relationship. In this contract, the creditor commits to ihalise diect debits only onwritten
authorisation from the debtorMoreover, in accordance with the general banking terms, the initialisation

of the directdebit is accompanied by an assignment of the creditor's claim to the creditor's Blanikugh

thia O2y G NI Ol GKS ONBRAGZ2NIRA ol yl Idébit &hede. Th&K BankONS R .
only admits the creditor into the scheme if it considers that theditor is eligible

Il. MANDATE

Thescheme is based on an authorisation given by the dehi the creditor in the fornof a mandate to

execute direct debit requests through the creditor's bailke mandate, which is made in one original,
contains a reference to the choséhA NE Ol RSo6A 0 aO0OKSYS: GKS RSo0G2NRa
the ONBRAG2NRA yIYSE GKS yIFIYS IyR (KS &ateNdnderhiggRS 2 F
relationship, the date and place of signature and optionallyréation of the amount and the time after

which the mandate becomes invaliddase of norusage. The signature is usually manual

Thecreditor's bank is entitled to make the admission of creditors to the direct debit scheme dependent on
the requirement that mandates be given in writing. However, it is normal practice to make an exception so
that it is possible to give a mandate over the telephameby way of eletronic communication (e.g. the
mandate is often given over the phone to pay for newspaper advertisements). These exceptions are
allowed only for amounts below EUR 50.

a). Fees

o Creditors ad debtors may pay a fee to their bank in accordance with the agreed tarifése is no

MIF.
e ¢KS aSNIAOSA NBYRSNBR 08 (0UKS ONBRAG2NIRA ol vyl |
RSoG2NRa olyl I NB LJI-éI-otSngra‘aode]cﬁsa@cémt)’izNJ 6F 002N

e ¢KS RSO0G2NRA oly]l KF& (KS NABUR Geriepctetdirdcifdédit S E (i NJ
and possibly to charge interest if the amount of the rejected transaciaeeds 1@00 EUR.

b) Execution

e The transactions are ideified by a code @xtschlissel 05). No operational deadline is
established for the execution of the direct debit transactions, which shall be executed without
undue delay. & NBOSAGAY3I (KS NBIjdzS&aid T2N SESOdziAzy
has the right to be presented with the mandate.
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C)

d)

e The receipt of therequest for execution is confirmed to the creditor only when he has
submitted his requestor execution electronicallynlsuch case, he gets a detailed summary
with the delected errors in he requests for execution.

e NocopyoftheNBljdzSaid A& GNIFyavYAdidSR (2 pefdakifg ttBed ( 2 ND

direct debit transaction is communicated electronically

e No copy of therequest is transmitted to the debtor. The debtor will be infadthof the
transaction in the account statement.

Pre-advice to debtorThe Creditor may send an advance notice (normally contained in the invoice)
to the Debtor to inform him of the amount which will be withdrawn from his account. No deadline
or specific fom is required.

Cancellation of the request for execution by the creditdhisis possible, except in thieamework
of electronic debiting: the Cancellation must occur outside of the electrpmcessing of the
debits.

Cancellation of the request for exation by the debtor The Debtor has no possibility to cancel the
Request for Execution.

REJECTION

Thecreditor's bank can reject a request for execution if the creditor is not admittettheéodirect
debit scheme or if the contract between the bank an@ ttustomer is violatece.g. A preagreed
limit for a direct debit has been exceeded. The creditor's bank camjett the request once it has
started processing.

TheRSo0G2NH&a oFy]l OFy NB2SOG GKS NBI dzeaunt e NJ SE!

insufficient, if the account number of the debtor is missing or incorrect, @S RS 6 (G 2 ND &
closed.

REVOCATION

Of the transaction by the debtoFhedebtor is in principle entitled to revoke the transaction at any
time. However, if B revokes a transaction after six weeks have elapsed from the date of execution,
the debtor's bank can no longer return the debit to the creditor's bank. As a result, the debtor's
bank suffers a loss. Accordingly, it may have a claim against the debtamfipensation.

. & U KS bk dhe@wdidon can be rejected by the debtor's bank only during six weeks
after the quarterly settlement. The creditor's bank is entitled, after six weeks following the debiting
of the debtor's account, to reject theeturn debit of the debtor's bank

Of the mandate by the debtoiThe revocation of the mandate regards only the relationship
between the creditor and thelebtor. Neither the creditor's bank nor the debtobsnk isinvolved

in this processThe debtor can ormally revoke the mandate at any tim&he revocation of the
mandate is not subject to any formal requirements, but &dwvisable for evidence purposes for the
debtor to revoke the mandate inniting.
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UNITED KINGDOM: Rules of the Direct Debiting Scheme (RDDS)

Thedirect debit schemas governed by direct debit interbanking agreementalled Rules of the Direct
5SO0AUAYARDDOKEY S®2Re K2alAy3ad (GKS LIXFGF2NY Aa . !/ {
processingelectronic mandates, procesg automatediata containing records of direct debits for onward
transmission to destination bankccounts, generating reports addressed to the creditor setting out
processed, returnedamended and cancelled direct debits and mandatéspaiddirect debts executions

FNB y2NXIFffe NBGdzNY daRthe BACS (AKt@naté Retird diBUMpaid Dirgc Debits
6a! w5560 @gAGK | NBIFazy F2NJ 0KSANI NBFfdzal t o

l. FEES

e Transaction charges are levied by BACS on the members of BACS as detailed above.
e BACS makes nardct chargedo creditors or to debtors

e Transaction charges are levied by BACS on the members of BACS as detailed above.
e BACS makes no direct chargesreditors or to debtors

e The member banks may patisese charges on to the Debtor and Creditor, agithdiscretion.
Members do not usuallyJ- a& 2y . !/ { Fdzy RAy3 0Oz2adaod 9 OK [/ |
schedule for itzlients.

Il. ACCESBOBACS

e Specific security measures are in place as the access to BACS is controlled through tie
passwordsSpecific authenticity measures are also in place as passwordgaeeated by a device
OFrfttSR a.! /{1 C9¢® | dzyAl dzeachceditd.! C9 RSOAOS gAff

¢ However this will be replaced by BACSTEL IP which provides a secure chasnbhiigsion b
payment instructions to BACS by customers and members and entigl@sto receive reports
electronically.

e No specific rules are in place regarding the storage of Direct {elbted data, excepthose
deriving from the privacy protection and the anti mey laundering legislationn addition to
hosting the platform for thescheme, BACS Limited also providgsrbankclearing services, direct
credit and standing ordeservices among other industsgrvices.

I"l. EXECUTION

BACS, as a clearing house, operatesdhree day processing cycle. However, all transactions are credited
and debited simultaneously on day three of the processing cy@ferdional deadlines for executing
transactions are set out in separate service leggkements with each participabank.
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Creditors operating in thdirect debit scheme are registered BACS Ltd, by a memhb=rthe scheme and
FdaA3YSROhNREYKE AdBNIWa L ROW)) whichmDst Hek detgiledbodztfie i@addates
issued to debtors.

Thecreditor must submit file with all the direct debit payments due for collectiontbe ach at least two
working days before the direct debit payment due dai&ie ACHrocesses the data containing the records
of the direct debit for onwardransmission to destination bankceounts. The operational cycle takes three
UKbankworking days however all transactions are credited and debited simultaneously dhrdayof the
cyde.

a). The Request for Execution
Step 1: Creditor to ACH:

e An advancenotice is sent to the debtor byhe creditor to inform him of theequest for execution,
but it is only mandatory before the first direct delpyment is collected and thereafter in the
event of changes in respect of the diratgbit amaunt, due date and/or frequencythe period of
the advance notice may be agreed upon betweameditor anddebtor. In absence of agreement,
the default period is a minimum of ten workigys plus postal time.

e Qeditors must collect the direct debit payment on or within three working dafysr the specified
due date as advised to the debtor in the advance notl€eot, the creditor must give further
notification to the debtorof the new collection date.

e Theadvance notice can be given in written form, electronic form or orally. @otice is not
allowed where the mandate has set up a series of payments. Annoitéde is permitted for oneoff
direct debits only The ACldonfirms the execution to the creditor

V. CONTRACTUARELATIONSHIPS

No reference has been found to a specific contract or terms and conditid the DirectDebit Scheme
governing the account relationship between the bank and their custombich relate to the Direct Debit
ASNDAOSAEAsE a GKS&AS Y (canBasttwithithdBust@riPh® Rdsiking Cadle andkiiie
Business BankinCode are voluntary codes setting standasflgood banking practice for bankSase law
provides that a money transfer order (includiagdirect debij is treated byEnglish courts as a simple
instruction from a customer to its bank, which the bankiigler a duty to carry out with reasonable care
and skill.

V. MANDATE

e Thedirect debit scheme is based on a unique mandate (direct dektruction) issued by the
creditor and agreed to by the debtothe amount and frequeng of each direct debit cannot be
fixed in advance on thmandate. Only variable amount mandates are supported by the scheme

e TheONBRAG2NA Ydzad OGN} yavYAd GKS YI yRIGS thatzhe G KS

mandate was signeeéven ifthe creditor does not intend to commenceotiection immediately.
(This timescale only applies to a mandate sent by electroamsmission; for a paper mandate the
timescale is 6 months
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¢ Mandates usually take a paper form, but can be accepted without signatueddphone, Internet,
face to fae meetings, telephone keypad, interactive televisigtaperless Direct Debit Service
following agreed scriptsxpressed verbally or in writing.

e Where apaper mandate isised, the creditor lodges the mandate direafiyA i K  KS RIS 0 (i 2 NI
the Automéaed Direct Debit Istruction Servic AUDDIS) is used todge the mandate with the
RSoG2NRQ o6Fyls GKS YytyBACE Bd ahdiBAGSLydisendshikdate N2 v A O
information electronically to th&l Bt S@I yi KRSo0G2NR& oty

e Where the paperlessdirect debit service is used, the creditor must use agproved script, to
ensure that the debtor is given a clear message and is left donbt that they have agreed to pay
by direct debit and have set up a mandatépon receipt of the mandate, the debtNDa ol y 1 £
verify that the debtor is onef its customers and that the mandate has hegroperly executed.
This will validatehe mandate.

e The receipt of a valid mandate is not confirmed. Invalid mandates are returnéeetoreditor via
the BACS Mesgang Service.

a) Rejection of the Mandate

The Mandate can be rejected within three working days from the date of receipt. It imantatory to

justify the rejection.The Creditor has the right to be informed if the Mandate is invalid or cannot be lodged
wil K 6§KS 5SOhHBRRG2NBRYYdald y20 O02ftSOG 5ANBOG 5SoAd
working days after lodgement of the Mandate by AUDDIS.

b) Revocation of mandate

Thedebtor has the right to revoke the mandatdowever, it should be rted that if goods or services have
been delivered, a revocation tifie mandate will give the creditor the right to sue the debtor on the same
basis as if thereditor had accepted a cheque on delivery of goods or services, and that cheque was later
dishonaured by the debtor

The creditor must action the advices for revocation immediately or within 3 workiags from receipt.
Creditors must ensure that they keep an audit trail of messages in ¢oderspond to indemnity claims

raised

TheRS O (2 NDald oWINRINRIEHA 2y (GKS RSO (2 NDmandaty inmedideéyi A 2 v
(or within 3 working days). Failure to do so may resultinliaglily G KS RS0 G2 NR& ol y

c) Cancellation of request for execution

e Thecreditor has the right to cancel his requdst execution by contacting his bank.oNparticular
reason seems to be necessary as long as it is done on a tiasy

e Acreditor can oty cancel an entire file (i.ellgpayment instructions that he hagquested on one
particular input day and a new(correct) file may be rsubmitted. Acancellation cannot be
accepted for one or more particular payment instruction.phactice, in those instances, the file
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shall continue to be processed and the creditor wilke a request for an indemnity claim fibre
particular payment instructions (so that tlieebtor is reimbursed for the incorrect direct depit

e The Banking Codeommits banks to providing information to debtors about howctncel direct
debits and the direct debit guarantelnstructions for caoellation are only accepted by tHeCHup
to the input deadline timeor the intended ACHbrocessing cycle and must be given through the
ONBRAG2NRA ol y1]

e Thedebtor can instruct his bank not to execute a payment under the mandate e.gressukh of
him disputing the advance notice given

e TheRSO0G2NJ OFy faz2 aAYLX & NBG21S (KS difdcydédlt G S ¢
guarantee, or ask the creditor to cancel the request for execution

d) Rejection of the request for execution

¢ KS RS0 @ BaNIha rigldt ltoyfeject the request for execution in tbase of the freezing of the
RSolU2NRA | 002dzy iz o y1 NUzdébtOr&iEputésihl ddkaRde tiokic? giver? ithell K S
debtor or his bank has cancelled theandate; if the debtois deceased; if the account of the debtor has

been transferredtd Y2 i KSNJ 6 y1 T AF (GKS | O002dzyi ydzYoSNI Aa y2
YI'YRFGS KSftR 6AGK (GKS RSol(G2NRa ol y1T dmbuntiokte | Y2 d:
mandate or advance notice; or if the date of debiting is in advance ofdtle date specified on the
mandate or advance notice

The ACH cannly accept rejections if they match the original direct debits submitted under the current
processing cycle andhich are received on day 3 or 4 bt ACH processing cycle.

e) Unpaid requests

The unpaid direct debit is not automatically reconsideréde creditor has the authoritio re-present an
unpaid direct debit for payment (without advice to the debtor, howeiteis recommended that advance
notice is given) provided that he may reasonably asstimethe conditions neessary for payment will be
met andthe re-presentation takes placeithin one month of the date on which the first presentation was
made If paynment by the debtor has not been made within the emmnth period, the creditomust make
other arrangements directly with the debtor

VI. REVOCATIOQFTHETRANSACTIOBYTHEDEBTOR

Following the execution of a direct debit transaction, the debtor can filendemnity claim through the
direct debit guarantee. The debtor will be reimbursed by his bartkérevent of an error of the creditor or
GKS RSodl2NRa olylo

As a result of the direct debit guarantee, the debtor is entitled to an immediate refitamd the ded G2 NDRa
bank. LT GKS SNNRBNJ A& Ay GKS KFyRa 2F (KS ONBRAG2NE
creditor (n.b.claims for partial amounts are not allowed under the scheme.)

The credibr must settle the claim (i.eransfer the amountA y |j dzSa G A 2 y béank) withk34 RS o
days. Failure to do so will result in the forfeiting of any counterclaim issued by the creditor. If after 3

32



Y2y GKa FTNRBY (GKS aSaidtSYSyld RSIRftAYS (GKS ONBRAG2N]
aSiif SYSyid FNEak whidhdll séteBh& furide iMdediately and debit the account of the
creditor.

A debtor can also claim consequential loss as a result of an erroneous direct debitki®l RS0 (2 N a
will use a separate indemnity claii2 NY Ay (KA a NIbankJs Gawever hdt 8ndeR &o (1 2 NJ
obligation to refund the debtor immediately.

VIl.  REFUND

The debtor is guaranteed a full and immediate refund from his bank should there bgarin the direct
debiting process by the credit@ NJ § KS RSO0 G2NRa 26y ol ylo

Ondocument storage, if the creditor is using the paper procedure ® R3S (G KS YIFyRIGS GA
bank, he has no obligation to keep the origiMal Y Rl 1S3 KA OK Aa FT2NBIF NRSR G2

If the creditor is usind\UDDISthe creditor sends the details of the mandate electronicallykddt RS o6 i 2 NI
bank through the ACHFf the creditor is usindUDDIS KS Ydzad al GArafeée AGaStT 27
capacity to authorise direct debits. The creditor must tHfere ensure that it hasdequate procedures in

LIt 08 G2 FdzZiKSydAOdIGS F RSO (befdasabmiktifydhg inandiate to theR K A
RSoUG2NRaA ol yl®

The creditor can decide how long to retain the mandate and the method of storage. Tditocris
NBIljdZANBR (2 LINPGARS | O2L® 2F GKS YIFIYyRIGS 6A0GKAY

VIll.  PREADVIETODEBTOR

Thedirect debit scheme does not require the creditor to submit an invoice. Howelrey, must submit
advance notice of th direct debit payments before the first paymeahd advance notice muslso be
given when the amountfrequency or due date changeshe period of the advance notice may be agreed
upon between creditor andiebtor. In absence of agreement, the default joer is a minimum of ten
workingdays plus postal time.

IX. GUARANTEE

A direct debit guarantee is in place. This guarantee states that if the amounts to beptid payment

dates change, the creditor will notify the debtor a given number of daysdvance bhis account being

debited. This guarantee also states thatif an errorismade G KS ONBRAG2NI 2NJ 6KS RS
is guaranteed a full and immediatefund. Finally the guarantee provides that the debtor can cancel a
direct debit at anytime./ NERA (2 N& Ydzald y2i4 O2ftt SOG RANBOG RSoOA
working days after dispatching the paper mandate.

X. DORMANTMANDATES

A mandate which is dormant for a minimum of 13 months will be removed fromRH&8 6 (G 2 N & 0 I
systemslf a creditor does not present a direct debit transactagainst a mandate within this period, any
subsequent direct debit transaction must peeceded by a new mandate, otherwise the dirdebit will be

NB (i dzNJ/ & Froinstrustpr@ R 6 W oS @ ).y 2 Y yRE G S
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Annex5: Extract from Mc Kinsey Pan European Profit Pool Analysis

OEurope: Walking the Tightrope towards Further Integration. European Profit Pool Analysis:
[ FadAy3a [AITKEG 2y adz2NJ @& 21 0SNA¢E
Wouter De Ploey, Olivier Denecker and Titus Kehrmann

The truth isthat there really is no such thing as a homogenous European payment profit pool. A
few countries (like Italy, France, Spain and the U.K.) make malfds; most other EU countries
hover around brealeven, while Poland shows a substantial loss (Exhjbit 3

The group breaks down into three broad categories (Exhibit 4):
1. Balance earnersin France and the U.Khalancerelated activities contribute most tprofits; in
the U.K., credit card loans provide these profits, while in France profits clvome non-
remunerative current accounts.
2.Feeoriented: L G f &8 Aa o6& FIFN 9dzNRPLISQA Y2ai( rdlddey A G o
high costs, but these are easily compensated by the revenues Italian tarike from high bank
balances and profits fra transactional and account fees. As yaan see from Exhibit 4, Spain is
profitable as well. Poland also belongs to the group ofdaented countries, but the payments
and the size of balances in Poland are insufficiemoimpensate for the high cosf cash.
3. Efficiencyfocused Belgium, the Netherlands, and Sweden have highly efficient payment
systems and a relatively low share of such gpstnsive instruments as cash anoldecks. Germany
could also fall into this category, although its costs arated bythe use of cash. All four
countries here have significantly lower fees than the-éeiented countries, and lower balance
income than France and the U.K.
Exhibit 4 shows that the U.S. could be classified as extremelyriersted, since it haboth higher
costs and higher revenues than any European country, but in truth it is in a category of its own.
The U.S. payments picture combines elements from the U.K. (high balance income from credit
cards), Italy and Spain (transactional and accountifieeme), and also Poland (high numlzgr
cash transactions per capita)
Even within the categories mentioned above, the payments story for each nation is different. The
oY F2NJ SEFYLX ST RSNA@Sa (KS ftAz2yQa akKlkNB 2F
This product generates almos8 billion of U.K. payment profits, and without it, U.K. payments
overall would generate more thaal billion in losses. Similarly, French profits are driven by the
margin on the current account, a legacy from a deal where banks would not charge consomers
checks in return for not paying interest on current accounts. As a result, French banks lose more
than €2 billion on checks, but earrb0 in interest margin per current account, about double the
European average.
One might be tempted to argue that trdifferences are largely explained by differences in the use
of payment instruments; for example the Polish loss is largely caused by the fact that cash still
accounts for 98 percent of all transactions, the highest level in Europe (Exhibit 6). Butothlg is
part of the story. Even within products there are differences in fees. The average revenue for a
direct debit is estimated at 65 cents in Italy, for example, compared to only 2 cents in Belgium.
And French banks list an average annual fee of ar@m8tfor debit cards, while most of their
German colleagues do not explicitly price this product.
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Some of the differences in fees reflect a fundamentally different philosophy about who pays for
payments: business or consumers. Again, the differences akengtr Dutch banks deperfteavily

on their business customers. These generate 75 percent of all payment revembies, may
explain why Dutch consumers pay so little for their banking products. German businesses, by
contrast, contribute only 30 percent pliyment revenues in their country (Exhibit 7)

Exhibit 3
LARGE DIFFERENCES IN PROFITABILITY

AMONG COUNTRIES

Total operating profit

€ Billions, 2002
Totsl  Direct Balance-
profit  profit  related profit
an 10 29
21 09 a0
15 07 22
14 20 34
aa a3 05
0z 01 03
01 A5 14

Metharands -0.1 07 Y

a7 08 a1
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Exhibit 4

LOWER COST DOES NOT ALWAYS MEAN
HIGHER PROFIT

&3 prcent
of GDP

Sourca: McKinsay Paymeants Practice

shara of
Total payments revenues and costs as percent of GDP lx
High
2.0
1o
Liow
0.2 L L
0.2 1.0 2.0
Loy High

Payments costs
as percent of GDP
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Table 1: Composition of payments in major EU countries (number of transactions)

2003 German| France | ltaly Spain | UK Belgiu | Netherlan | Austria | Finlan | EU 25
% no. y m ds d

payments

Credit 43.09 11.80 31.50 | 18.97 | 17.97 43.80 35.49 50.86 | 49.37 | 28.45
Transfer

Direct 37.85 17.19 12.82 | 42.17 | 19.75 11.52 27.93 37.45 | 5.55 24.86
Debits

Cards 15.01 31.71 30.46 | 33.43 | 43.98 36.81 33.53 11.31 | 44.94 | 32.09
Cheques 0.98 31.12 15.64 5.40 | 18.29 1.42 - 0.38 | 0.07 13.34
Emoney 0.28 0.13 0.08 0.04 - 6.41 3.05 1.02 | 0.07 0.53
Other - 0.95 9,49 - - 0.03 - - - 0.76
TOTAL. 100% 100% 100% | 100% | 100% 100% | 100% 100% | 100% | 100%
No. 13,432. | 13,691. | 3,232. | 3,279. | 12,304. | 1,669. | 3,582.46 | 1,728. | 1,152. | 58,0009.
payments(m| 10 77 75 51 42 32 64 63 90

i0)

% share of | 23.12% | 23.60% 2.88% 6.18% 100%
EU 25 5.57% | 5.65% | 21.21% 2.98% | 1.99%
Germany 100% 102.6 %| 24.1% | 24,4 91.2% | 12.5% | 26.8% 12.9% 8.6 % -
=100 % % %

No. per 162.77 | 221.08 | 56.12 78.08 | 206.61 | 160.91 | 220.83 21295 | 221.11 | 151.15
capita

Source: ECB Blue Book 2007

Table 2: Composition of payments in major EU countries (value of transactions)

2003 Germany| France | ltaly Spain| UK Bebium | Netherlands| Austria| Finland| EU 25
% Value

of

payments

Credit 87.28 96.16 69.98 | 61.78| 96.43 98.85 93.21 95.82 | 97.21 | 93.86
transfer

Direct 10.22 0.74 3.33 11.20| 0.85 0.32 5.30 3.66 0.67 2.18
Debits

Cards 0.43 0.20 1.22 1.36 | 0.34 0.23 1.48 0.41 0.51 0.38
Cheques | 2.06 2.39 16.73 | 25.66| 2.37 0.57 - 0.52 1.61 3.18
E-money - - - - - - 0.01 - - -
Other - 0.52 8.74 - - 0.03 - - - 0.40
TOTAL 100% 100% 100% | 100%| 100% 100% 100% 100% | 100% | 100%
% share 11.29 3.54 2.77 1.43 | 39.0 5.25 1.39 1.06 1.34 100%
of EU 25

Value per | 393.64 1,647.20| 122.44| 97.75| 1,883.50| 1,456.76| 245.73 374.37 | 740.93 | 749.35
capita (e

Ynnno

Source: ECB Blue Book 2007
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Table 3: Comparison of DD systems in major countries and SDD B2C

Features Germany France Italy Span SEPA
Einzug.. Prélévement | RID , Core B2C
Commerciale
ACH or no ACH No Yes ACH
Signed mandate No Yes Yes No/Yes Yes
Mandate to creditor, | Creditor Both Both Both. Creditor
debtor. both Debtor bank Debtor bank Creditor or
e ! checks validity of | checks validity | Debtor bank
mandate of mandate can store
Creditor or mandates
Debtor bank
store mandates
A MIF on DD exists ? | No 12 cents ? | 28 cents Yes -Same as domestic
Same fee for non- SEPA
same or other - Default 8,8 cents
bank on crossborder
Debtor ank checks No Yes Yes No
mandate
Charges paid by Both Creditor Mainly Creditor
Creditor, Debtor, Both Creditor
Standard fees creditor 0,6-0,12
Pre-advice mandatory | No Optional Optional Mandatory
but no check
Deadline for D-30 up to | D-4banking days| D-8 D5, D2, Max - D-10 days
. D- 2 banking days bank
presentation / D-1 days same ban D-8 hour D-5 days
Execution Dr-1l4b ) - 1¥ one-off
other ban D-2 days
- recurrent
Rejection of DD Yes Yes Yes Yes Yes
before D date
Time for refund
- DD
- invalid mandate
Revocation of 6 weeks after D+ 6 days D+ 5 days 5) € o0 ®J -8weeks from
. fund receiving the D+9 wkg. days debit
transaction ( retun ) statement F € - 0 ®J -13 months from
D+30 cal .Days debit for invalid
mandate
Creditor informed of 5-max 14
refund (unpaid ) days
Revocation of Yes Yes Yes Yes Yes
mandate
Dormant Mandates 18 months 36 months
Book of bad Debtors

creditors/debtors

Source: EACT
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