FAQs – PSD 
Background information on PSD (Payment Services Directive)
1) What is PSD? 
PSD stands for Payment Services Directive, a European directive for payment services that has been adopted by the European Commission. The purpose of PSD is to make cross-border payments – mainly money transfers, direct debits and card payments – within Europe as easy, efficient and secure as domestic payments within most member states. The PSD creates a level playing field for payments made by individuals and businesses in Europe. All member states must have implemented the directive in local legislation no later than 1 November 2009.

2) Why has the European Commission proposed this directive? 

The purpose of the directive is to create the modern and harmonised legal framework that is required for an integrated European payment area. As a result, payments within Europe will be able to be made more quickly and easily.

The introduction of the directive removes a number of legal obstacles, which in turn promotes competition and achieves economies of scale. The directive will improve efficiency and ultimately reduce costs of payments in general.


3) Why does the European Commission think a uniform/harmonised payment area is necessary?
There has, in fact, been a uniform payment area since 1992. Also, individuals and businesses have been able to make payments in one currency since the euro was introduced in 2002. Despite these advances, the internal market for payment services within Europe is organised in a very fragmented manner. Plus it is still not always possible to make electronic payments – an increasingly popular and efficient payment method – in the different member states. A good example of a shared and cost-efficient service is payment by direct debit, for example for paying utilities bills (e.g. gas, water, electricity). These direct debits cannot yet be processed cross-border, despite the fact that this is an inexpensive, reliable and secure payment method.
A uniform European payment area should ensure that all individuals and businesses can make electronic payments as quickly and easily as they can now in different countries with the existing efficient payment systems.
In addition, the directive offers the same level of protection and legal certainty for all payment methods (e.g. card payments, money transfers, electronic payments and direct debits), regardless of where the user is based.
4) What are the main objectives of the directive? 

The directive has two main objectives: 

First, the directive aims to promote competition in payment markets by removing entry barriers and ensuring fair access to the market. At present, widely diverging legislation and regulations form an obstacle to new providers of payment services (e.g. supermarkets, or in some cases telecoms or IT providers) in the twenty-seven different member states.

Second, the directive aims to provide a simplified and fully harmonised set of rules governing information provision and the rights and obligations of consumers and payment institutions related to the delivery and use of payment services. These obligations include:

· Maximum processing term: all payment transactions involving a single currency must be executed by no later than the end of the following business day. Until 2012, all member states may make use of a transitional arrangement whereby the maximum payment processing term is three business days. 


· Liability of the payment institution for a payment in the event a payment cannot be made or is processed incorrectly.
· Liability of the consumer in the event of abuse of a payment instrument (in some cases, a maximum of EUR 150). 
· Introduction of the ‘full amount principle’, whereby the full amount of a payment order is credited without any charges being deducted by any intermediary banks from the amount being transferred.

· Conditions for reversal of a payment transaction if the transaction is not permitted.
· The directive will lead to a harmonised set of rules for banks EU-wide, resulting in lower legal costs and more competition between European payment institutions, e.g. banks. It will also give customers a more transparent picture of the payment services market, making it easier for them to find information and make well-informed decisions.

SEPA - Single Euro Payments Area

5) What is SEPA?

SEPA is the abbreviation for Single Euro Payments Area. This is an area in Europe where, in the near future, payments will be able to be made easily both within the Netherlands and to other European countries using only a single bank account and a single set of payment instruments.

6) What is the relationship between the PSD and SEPA? 
The directive for payment services should be seen as the legal framework that makes it possible to create a Single Euro Payments Area. It forms the basis for all European banks to offer services on the European payment market as efficiently and competitively as possible, within the limits of the framework. The agreements made within SEPA have a legal status. They are agreements between European banks on the basis of which a level playing field can be created.
7) Why is the introduction of the directive so important for SEPA? 
The directive defines the legal grounds required for making SEPA possible. As it stands, the banking and payment industries need to make huge investments in order to be able to offer SEPA; the directive will reduce the investments required. Also, an increasing number of member states will presumably make use of the euro once the directive is introduced. At present, 70% of all payments within Europe are made in euros; this percentage is expected to rise after the directive takes effect.
8) What are the differences between the directive and SEPA?
The biggest difference is that the directive has a broader scope, as all payments made in a European currency (euro, Danish krone, British pound, etc.), and not just the euro, fall within the scope of the directive. In addition, the directive will be implemented in national legislation, meaning it will be legally compulsory throughout Europe. SEPA is an initiative of European banks.
Applicability of the Payment Services Directive
9) How and where will the directive be applied?
The directive is aimed at all existing and future payment services. The new regulations will apply to payments made in every European currency and whereby the paying bank and receiving bank are based in the European Union. This includes the following countries:
Austria, Belgium, Bulgaria, Cyprus, Czech Republic, Denmark, Estonia, Finland, France (including French Guiana, Guadeloupe, Martinique and Réunion), Germany, Greece, Hungary, Iceland, Ireland, Italy, Latvia, Liechtenstein, Lithuania, Luxembourg, Malta, the Netherlands, Norway, Poland, Portugal (including the Azores and Madeira), Romania, Slovakia, Slovenia, Spain (including the Canary Islands, Ceuta and Melilla), Sweden and the United Kingdom (including Gibraltar and Northern Ireland).

A number of products and activities, for example cheques and securities trading, do not fall within the scope of the directive.

10) Will the new directive apply only to payments made in euros? 

No. As stated above, the directive will not only apply to payments in euros, but also to payments in the currencies of the other member states of the European Union. This is another important difference with SEPA.

11) What about payments made or received to or from parties outside the EU? 

The directive only applies to payments in euros and in the currencies of the other member states of the European Union and whereby the paying bank and receiving bank are based in Europe. The guideline also requires payment institutions based in the European Union to execute payments outside of the European Union within the maximum processing term.
Benefits for consumers
12) What will change for me as a consumer?

The directive creates uniformity and harmonisation of payment transactions throughout Europe; it will be easier to make and receive payments in Europe. This new European legislation will require banks to amend their regulations and conditions and to inform customers accordingly. The consequences for you as a consumer are limited, as the payment system in the Netherlands is already well organised. The provisions of the new directive will benefit consumers and will not involve higher fees.
13) How can consumers benefit from fiercer competition, as stated in the objectives of the directive?
A general increase in competition in the payments market should benefit all users. Consumers will benefit from lower prices, better service, greater innovation and a wider choice of payment institutions (e.g. a bank).
Payment markets that are now slow and pricey will improve more drastically than those that are already fast and efficient, including the Dutch market, as the standard of service in these markets is already quite high.
The directive will promote competition in three ways:
· By creating an integrated payment market that allows existing payment services providers to compete across borders more easily.

· By making access to the payment market easier for new competitors, such as new payment institutions or hybrid payment institutions like telecom providers or supermarkets.
· By increasing transparency in the provision of information (e.g. about charges for current accounts) and the method of value dating, enabling customers to compare prices easily and make informed choices.
14) What are the benefits for consumers?

· PSD will make cross-border debt collection possible. 

· Payment cards will be able to be used throughout the eurozone. This is useful for people who do not have a credit card or for purchases which cannot be paid for with a credit card.

· Only one bank account will be required for the entire eurozone. People who work or study within Europe will be able to manage all their finances via an existing euro account in the country in which they reside.

· Faster and more efficient payments. As from 2012, all electronic payments must be credited to the payee’s account by no later than the end of the following business day. As from 1 November 2009, this term will be a maximum of three business days.

· Banks will no longer be permitted to hold onto funds up to a maximum of five business days before executing payment. This was already the case in the Netherlands, but it will now apply to all cross-border payments within Europe.

· Immediate access to funds. Value dating to the disadvantage of the customer will no longer be permitted, i.e. money credited to a bank’s account will have to be credited directly to the customer’s account and become interest-earning immediately.
· Credit entries in the full amount. The full amount of a payment order will be credited without any charges being deducted by any intermediary banks. This provides the legal certainty that underlying commitments will be met. Although most banks do not charge fees for receiving payments, they will still be allowed to do so. However, the fees will have to be charged separately.
· Better consumer protection, e.g. thanks to better information and clearly defined rules for restitution should a transaction be executed incorrectly.
· Limited liability in the event of loss or theft of a payment instrument (e.g. debit or credit card). The maximum liability for the customer is EUR 150 (this does not apply to fraud). 
15) Will cross-border direct debits be possible? 

Yes. Direct debit is an efficient payment method, but this service cannot be carried out on a cross-border basis at this time. One of the directive’s biggest benefits is that it makes cross-border direct debits possible. The availability of cross-border direct debits will, however, depend on when banks and other payment services providers start offering this service.


16) Will faster payments involve higher fees?
No. Under the directive, banks and other payment services providers will have to guarantee that payments are executed within the maximum processing term, regardless of the (EU) country of origin or destination of the payment.
Banks may not change higher fees for this service. The banks in some member states, including the Netherlands, are already able to process payments inexpensively on the same business day.

At any rate, in the more competitive market, banks will need to make sure that they offer good service at competitive prices.
Processing term
17) How long will it take before a payment is received by the payee?
The bank must ensure that, from the moment it receives the payment order, the money is received by the payee within a maximum of three business days. If the payment is submitted on a weekend or holiday, it will be processed as from the next following business day. This applies only to payments within the scope of application. As for payment orders submitted on paper, i.e. not electronically, the bank must ensure that the money is received by the payee within a maximum of four business days.

18) Has anything changed compared with the situation before 1 November 2009?
Payment processing terms will remain unchanged compared with the situation before 1 November 2009. The processing term of three to four business days is a maximum standard. The processing term for payment orders in euros will remain unchanged.

19) When will credits to my account be processed?

On the business day that the credited amounts are made available to the bank, the bank will make these amounts available to the customer’s account. This applies to all payments within the scope of application.
20) Will anything change for the processing term of payments outside the scope of application?
No. The processing term for payments outside the scope of application will remain unchanged after 1 November 2009. This concerns, for example, payments made in US dollars to the United States.

