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PSD key facts (1/2)

The PSD represents a legal framework for payments within the European Union Single 
Market, covering the EU 27 as well as Norway, Iceland, Lichtenstein (not Switzerland!).

The PSD is a European Directive, which means that all Member States are required to 
implement PSD rules into their national legislation, a process called transposition, by the 
deadline of the 1st November 2009.

The PSD applies to payment transactions in Euro and all other Member State currencies 
within the Single Market, where those are provided by payment service providers located in 
this Community.

The PSD will cover all electronic payment services, while cash to cash transactions and 
cheques are exempted from the scope.

The PSD does not intend to cover payment services associated with securities asset 
servicing.

The PSD includes a focus on customer protection covering the relationship between providers 
and users of payments services.   

Objectives of the PSD: competition, efficiency and innovation, customer protection
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PSD key facts (2/2)

With the aim of enhancing competition the PSD creates a new lightly regulated entity called a 
“Payments Institution”, allowing non-banks to handle payments and join the banking 
industry’s payment schemes and associations.

The PSD also defines conduct of business rules for all payment service providers covering 
the end to end payer to payee relationship. 

The PSD will have a significant impact on the legal framework between banks and their 
customers setting standard rules for information provision, payment processing rules and 
service provision – but with flexibility built in to reflect the more bespoke requirements of 
corporate clients.

Harmonised refund rules have been established to support SEPA Direct Debits, while unique 
identifier primacy ensures for enhanced levels of straight-through-processing. 

Central Bank Reporting requirements for Euro transactions across the EEA still constitute a 
barrier to the free flow of SEPA transactions.

Every credit institution that provides payment services will have to comply to PSD conduct of 
business rules by the 1st of November 2009 when national PSD legislation is expected to be 
in place. 

Banks in particular need to get ready for compliance and enhanced competition
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A harmonised PSD approach?

Goal of consistent PSD interpretation, supported by:

– EU Commission Transposition WG and FAQ on the Commission website 

Dialogue with regulators in each domestic market

At European banking industry level, practical PSD Implementation Guidance published in 
August 2009 - Group chaired by Citi’s Ruth Wandhöfer
– Banking industry best practice and clarifications crucial, as otherwise significant risk of additional costs 

for banks and their clients together with interoperability issues/inter-bank conflicts.

PSD requires common interpretation and implementation…
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PSD: Impact on Corporate/Public Sector Clients

Value Dating and Availability of Funds

Requirement to make available and credit beneficiary on business day of receipt by the beneficiary’s 
bank – though noting the practical need for the beneficiary’s bank to have received that information on 
the payment as well as the funds

Citi will ensure crediting and availability of funds upon receipt on a business day before cut-off time

No longer an option on payments received to compensate the beneficiary bank by ‘float’ as an 
alternative to a transaction fee, even if requested by a client.

Cash Placement on Payment Account

Where consumers place cash into their own account, same-day value and availability is required. An 
extra day is allowed for corporate deposits, reflecting the different practicalities involved. 

More generally, ‘receipt’ of cash other than during a business day can be deferred to the next business 
day in certain circumstances, such as to allow for a wide range of convenient methods of cash 
placement to continue to be offered to payment service users such as night safes, network extension 
arrangements – relevance for consumers as well as cash-heavy businesses (e.g. supermarkets)

Examples: Payment Transaction Processing and Rights and Obligations
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PSD: Impact on Corporate/Public Sector Clients

Full Amount Principle and Charging Options

General rule: no deductions of charges allowed from the full amount where both legs of the payment are in the 
EEA and the transaction is in Euro or another Member State currency.

EU Commission Services are strongly of the view that charges code SHA is the clear requirement in line with 
the charge sharing principle in Article A52(2) (excepting in cases where there is a currency exchange) – despite 
the slightly broader interpretation in a few Member States (who have not ruled out use of OUR option).

The Commission and Banking industry further support a general move to using the ‘SHA’ charge code for all 
EEA currency payments travelling within the EEA.

The usage of SHA will ensure that the ‘full amount’ of the payment transaction will travel up to the beneficiary 
bank and a separate fee agreed with the beneficiary client will be charged or deducted (in a transparent way 
from the full amount).

In order to take full benefit of the changes brought in by the PSD and to minimise the impact of charges to our 
clients, Citi will ensure to apply SHA to all outgoing funds transfers in EEA currencies circulating within the EEA, 
including those where a currency conversion is effected by Citi. Our systems will automatically ensure this 
process starting from 1/11/09 and in line with national PSD legislation being implemented.

Transactions outside the PSD scope may continue to be sent with inter-bank charge codes OUR or BEN.

Generally, the recommended best practice to all beneficiary banks is not to reject an incoming payment just on 
the grounds that the charge code is possibly ‘inappropriate’ as generally the beneficiary bank will not have all the 
facts necessary to make such a determination with certainty.

Examples: Payment Transaction Processing and Rights and Obligations
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PSD: Impact on Corporate/Public Sector Clients

Execution Times and Currency Conversions

Currency conversions involving a non-Member State currency completely outside scope (Article 2).

D+1 (or D+3 until 1/1/12) still applies where there is one currency conversion between € and another 
EEA Member State currency (where the conversion takes place in that Member State and any cross-
border transfer in in €). 

The Commission regards payment transactions involving other types of conversions as ‘other’
transactions, meaning that up to D+4 is allowed. 

In the context of corporate payments currency conversion is in some instances either not necessary due 
to the existence of specific currency accounts or FX deals are already pre-booked. Therefore, this specific 
provision is again more relevant in the context of consumer payments. 

Treatment of non-Consumer Clients under the PSD / Information

Many of the consumer related provisions around information and liability do not make sense in the 
corporate payment environment. Recognising this the PSD permits payment service provider to agree with 
corporate users that these information requirements and certain liability provision do not apply.

Citi believes that complying with these consumer protection rules is not appropriate for our services nor 
beneficial overall to our corporate and public sector clients. Therefore, we will not apply these consumer 
provisions in order to be able to continue to provide tailor made transaction services solutions to you on the 
same basis as before.

Examples: Payment Transaction Processing and Rights and Obligations
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Transposition timetables – EU Commission update 10/09

Transposition plans by country 
•More detailed information of the transposition plans of the 
Member States, update of 16.6.2009 
Member States’ options 
After the formal adoption by the Council and the European 
Parliament, Member States will have around two years to adopt 
the national rules implementing the Payment Services Directive 
into domestic law.
However, despite a full harmonisation approach retained by the 
PSD, as many as 23 optional provisions leave a certain margin of 
discretion to the Member States. A dedicated page of our website
shows you a complete list of the options.
Useful links
•National public registers of payment institutions (Article 13) 
•Competent authorities for the authorisation and supervision of 
payment institutions (Article 20) 
•Competent authorities for handling complaints (Article 80) 
•Out-of-court complaint bodies (Article 83) 
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PSD: Potential late adoption

Potential short-term practical issues where countries transpose late.

Banking industry and Commission are strongly in favour of all countries transposing the PSD 
for 1/11/09 given intra EU/EEA cross-border payments are in scope.

Official position is that 6 countries predicting to be late: Estonia, Greece, Latvia, Poland and 
Slovakia (all hoping to have transposed by the year end and Sweden (hoping for 1st April 
2010).

Market intelligence suggests this is an optimistic view and additional countries such as Spain, 
Belgium and Finland may also be late.

Consequent impact in practical terms: clients may experience a brief period of non-uniform 
treatment where a ‘PSD payment’ is being sent to a country yet to complete its transposition; 
and hence where ‘old’ legal regime practices could be applied.

An ideal ‘best practice’ would be if banks in late countries could voluntarily adopt key PSD 
payment processing provision (e.g. Full amount principle) between 1/11/09 and transposition 
completion, but this may not always be possible.

To help minimise uncertainty, a survey is underway at industry level designed to clarify the 
likely approach in the key countries where transposition may be delayed.
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PSD: Potential late adoption

Preliminary feedback from industry survey

Feedback at industry level on potential delays in PSD national transposition and ability to follow 
‘ideal best practice’ of voluntary early adoption of key processing principles as follows:

Poland  - delay until end of ’09/early 2010; Best Practice under discussion

Belgium – expected for beginning 2010; Best Practice open to individual bank’s approach

Finland – May 2010; some Best Practice followed

Slovakia – 1 December 2009 expected date; no Best Practice but full amount ensured today

Sweden – April 2010, however banks will follow Best Practice from Nov 09

Greece – new Parliament from mid-October, priority to vote PSD but potential delay; Best Practice
intended to be followed

Spain – significant risk of delay, timeline unclear, no intention as of yet to follow Best Practice

Estonia – Potential delay by a few months, Best Practice will be followed from Nov 09

Latvia – delay until end ’09; Best Practice approach still unclear



12

Conclusions

The PSD will be a major challenge for European Banks

Potential legal fragmentation with 30 PSDs 
– PSD is additionally open for non harmonised implementation via Article 86 

PSD as an enabler for
– SEPA Direct Debits
– Increased efficiencies in payments processing
– Enhancement of competition with the arrival of payment institutions
– Streamlined consumer protection

To reduce the PSD challenge of non-harmonisation:
– European guidance at banking industry is being prepared – dissemination via ECSAs and EPC to reach 

all banks 
– Domestic PSD industry guidance at banking industry level where available will complement this EU 

guidance in line with additional legal and practical flavours for national jurisdictions.

Key benefits for clients:
– Transparent pricing – no float on beneficiary side
– Lower end-to-end transaction charges with the usage of the ‘SHA’ charge code
– Guaranteed maximum execution cycles of D+3, reducing to D+1 by 2012

PSD: Challenges and Benefits
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Citigroup's Global Corporate and Investment Bank ("GCIB") maintains a policy of strict compliance to the anti-tying provisions of the Bank Holding Company Act 
of 1956, as amended, and the regulations issued by the Federal Reserve Board implementing the anti-tying rules (collectively, the "Anti-tying Rules").  Moreover, 
our credit policies provide that credit must be underwritten in a safe and sound manner and be consistent with Section 23B of the Federal Reserve Act and the 
requirements of federal law.  Consistent with these requirements, and the GCIB's Anti-tying Policy:

• You will not be required to accept any particular product or service offered by Citibank or any Citigroup affiliate as a condition to the extension of commercial 
loans or other products or services to you by Citibank or any of its subsidiaries, unless such a condition is permitted under an exception to the Anti-tying Rules. 

• GCIB will not vary the price or other terms of any Citibank product or service based on the condition that you purchase any particular product or service from 
Citibank or any Citigroup affiliate, unless we are authorized to do so under an exception to the Anti-tying Rules.  

• GCIB will not require you to provide property or services to Citibank or any affiliate of Citibank as a condition to the extension of a commercial loan to you by 
Citibank or any Citibank subsidiary, unless such a requirement is reasonably required to protect the safety and soundness of the loan.

• GCIB will not require you to refrain from doing business with a competitor of Citigroup or any of its affiliates as a condition to receiving a commercial loan 
from Citibank or any of its subsidiaries, unless the requirement is reasonably designed to ensure the soundness of the loan.

Although the information contained herein is believed to be reliable, we make no representation as to the accuracy or completeness of any information contained 
herein or otherwise provided by us.  The ultimate decision to proceed with any transaction rests solely with you.  We are not acting as your advisor or agent.  
Therefore, prior to entering into any proposed transaction you should determine, without reliance upon us or our affiliates, the economic risks and merits, as well as 
the legal, tax and accounting characterizations and consequences of the transaction, and independently determine that you are able to assume these risks.  In this 
regard, by acceptance of these materials, you acknowledge that you have been advised that (a) we are not in the business of providing legal, tax or accounting 
advice, (b) you understand that there may be legal, tax or accounting risks associated with the transaction, (c) you should receive legal, tax and accounting advice 
from advisors with appropriate expertise to assess relevant risks, and (d) you should apprise senior management in your organization as to the legal, tax and 
accounting advice (and, if applicable, risks) associated with this transaction and our disclaimers as to these matters. 

The terms set forth herein are intended for discussion purposes only and subject to the final expression of the terms of a transaction as set forth in a definitive 
agreement and/or confirmation.  This proposal is neither an offer to sell nor the solicitation of an offer to enter into a transaction.  Our firm and our affiliates may 
act as principal or agent in similar transactions or in transactions with respect to instruments underlying a proposed transaction.

Notwithstanding any other provision herein as recipient of the presentation, you, your organisation that you represent and Citibank N.A. hereby agree that each 
party (and each employee, representative, or other agent of each party) may disclose to any and all persons, without limitation of any kind, the U.S. tax treatment 
and U.S. tax structure of the transaction and all materials of any kind (including opinions or other tax analyses) that are provided to each party relating to such U.S. 
tax treatment and U.S. tax structure, other than any information for which nondisclosure is reasonably necessary in order to comply with applicable securities laws.


