


IPR

2 Instant payments regulation | 2024

In order to increase the use of instant credit transfers in euros at Union level, the EU legislators
have amended Regulation (EU) No 260/2012 establishing technical and business requirements for
credit transfers and direct debits in euro (the so-called SEPA Regulation). To that effect, Regulation
(EU) 2024/886 of the European Parliament and of the Council of 13 March 2024

as regards instant credit transfers in euro (IPR) was published on 19 March 2023.

The IPR entered into force on 8 April 2024 but the date on which the various obligations begin to
apply depends on the type and location of the payment service provider (PSP).

ANEW REGIME

The IPR establishes a uniform set of requirements relating to the execution of instant credit
transfers in euros, mainly by amending the SEPA Regulation.

Aninstant credit transfer is a credit transfer which is executed immediately, 24 hours
aday and on any calendar day. Instant credit transfers must be credited to the payment
account of the payee within ten seconds of the receipt of the payment order by the PSP
of the payer.

The IPR also enables non-bank PSPs (payment institutions - Pls and electronic money
institutions - EMIs) to directly participate in designated payment systems.




SCOPE

IPR amends four pieces of EU legislation

The IPR amends the SEPA Regulation to set out new rules on the execution of
instant credit transfers as well as obligations for PSPs to provide a verification of
payee service to payers (checking that the IBAN and the name of the payee
match) in respect of all credit transfers (instant and non-instant).

The IPR also amends the rules on charges for cross-border payments and on the

possibility for a PSP to levy additional charges when a user does not provide

an IBAN and a Bank Identifier Code (where applicable) as set out in Regulation
(EU) 2021/1230 on cross-border payments in the Union.

Finally, the IPR amends Directive 98/26/EC on settlement finality in payment and
securities settlement systems (the Settlement Finality Directive or SFD) and
Directive 2015/2366 on payment services in the internal market (PSD2) to
introduce rules on direct access to payment systems for non-bank PSPs and
new requirements for these non-bank PSPs and payment systems in this
context. Amendments to the SFD and PSD2 must be transposed by EU Member
States in their national legislation and be applicable by 9 April 2025.

IPR applies to PSPs within the meaning of PSD2

The scope of the IPR includes traditional banking actors as well as Pls and
EMiIs (though with longer implementation timeframes for Pls and EMIs). The
new requirements however only apply to PSPs established in EU Member
States.

The new requirements apply to instant credit transfers (but not only)

The focus of the IPR is on regulating instant credit transfers. However, the IPR
creates a new obligation for payers’ PSPs to offer to payers, with the support of
the payees’ PSPs, a service ensuring verification of the payee to whom the
transfer is intended. This obligation also applies in respect of non-instant credit
transfers in scope of the SEPA Regulation.

The new requirements only apply to transfers in euros which are not
excluded from the SEPA Regulation

In line with the current scope of the SEPA Regulation, the new obligations will
only apply in respect of instant credit transfers in euros (including payment
transactions in euros initiated from an account denominated in another
currency). The new requirements do not apply in respect of payment
transactions which fall outside the scope of the SEPA Regulation.
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Key IPR requirements
for credit transters

Offer a service of sending and
receiving instant credit transfers

Instant
Same payment initiation channels tr(;:‘esc:letrs L:z;neif:?;zthzgizSing ofthe
?;ztrzr::ar:: r(:ir::;trttr::: ]:):Sstandard (icT) Funds available on payee’s account
credit transfers (in currency of that account) within

Allow package orders (if allowed for ten seconds

standard credit transfers) Execution confirmed to payer’s PSP
and payer within ten seconds

Restore payer’s account if
execution not confirmed

Penalties for breaches of the new sanctions screening obligation will be:

Screen all payment service users at
least once per calendar day

e Payee’s PSP to provide account
details based on IBAN

o Payer’s PSP to allow payer to
decide whether to proceed with
payment based on match results

for
non-consumers when sending orders
as a package

+ in the case of a legal person, maximum administrative fines of at least 10% of the + in the case of a natural person, maximum administrative fines of at least EURS5 miillion, or
total annual net turnover of the legal person in the preceding business year the equivalent amount in the national currency in the Member States whose currency is not

the euro on 8 April 2024

For other IPR requirements, EU Member States must define the penalties under their respective national legislations
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https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202400886#:~:text=9%C2%A0January%202027.-,Article%C2%A05c,the%20euro%20shall%20comply%20with%20this%20Article%20by%209%C2%A0July%202027.,-Article%C2%A05d
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202400886#:~:text=2.%C2%A0%C2%A0%C2%A0The%20services%20referred%20to%20in%20Article%C2%A05c%20shall%20be%20provided%20to%20all%20PSUs%20free%20of%20charge.
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202400886#:~:text=6.%C2%A0%C2%A0%C2%A0PSPs%20shall,b)%20and%20(c).
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202400886#:~:text=the%20following%20requirements%3A-,(a),are%20able%20to%20place%20a%20payment%20order%20for%20other%20credit%20transfers,-%3B
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202400886#:~:text=the%20following%20requirements%3A-,(a),are%20able%20to%20place%20a%20payment%20order%20for%20other%20credit%20transfers,-%3B
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202400886#:~:text=1.%C2%A0%C2%A0%C2%A0Any%20charges%20levied%20by%20a%20PSP%20on%20payers%20and%20payees%20in%20respect%20of%20sending%20and%20receiving%20instant%20credit%20transfers%20shall%20not%20be%20higher%20than%20the%20charges%20levied%20by%20that%20PSP%20in%20respect%20of%20sending%20and%20receiving%20other%20credit%20transfers%20of%20corresponding%20type.
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202400886#:~:text=other%20credit%20transfers%3B-,(b),payer%2C%20and%20immediately%20send%20the%20payment%20transaction%20to%20the%20payee%E2%80%99s%20PSP%3B,-(c)
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202400886#:~:text=the%20payee%E2%80%99s%20PSP%3B-,(c),by%20the%20payee%E2%80%99s%20PSP%20with%20the%20amount%20of%20the%20payment%20transaction,-%3B%20and
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202400886#:~:text=the%20payee%E2%80%99s%20PSP%3B-,(c),confirm%20the%20completion%20of%20the%20payment%20transaction%20to%20the%20payer%E2%80%99s%20PSP,-%3B
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202400886#:~:text=(e),payee%E2%80%99s%20payment%20account
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202400886#:~:text=1.%C2%A0%C2%A0%C2%A0PSPs%20that,any%20calendar%20day
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202400886#:~:text=7.%C2%A0%C2%A0%C2%A0When%20offering%20the,of%20other%20credit%20transfers
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202400886#:~:text=5.%C2%A0%C2%A0%C2%A0Notwithstanding%20Article,not%20taken%20place
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202400886#:~:text=1b.%C2%A0%C2%A0%C2%A0With%20respect,preceding%20business%20year
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202400886#:~:text=%E2%80%981a.%C2%A0%C2%A0%C2%A0By%20way,amendment%20affecting%20them
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202400886#:~:text=Article%C2%A05d,9%C2%A0January%202025.
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Access to pavment
systems tor non-bank PSPs

Amendments to the SFD mean that designated payment systems
will be able to accept non-bank PSPs as direct participants.

SFD designated payments systems will need to provide
access to all PSPs on an objective, non-discriminatory and
proportionate basis.

Since payment systems often require direct participants to hold

a central bank account, non-bank PSPs will be permitted to
safeguard funds in central bank accounts (where the central bank
offers such accounts).

To directly participate in SFD designated payment systems,
non-bank PSPs must meet new eligibility requirements in
respect of:

« safeguarding funds

+ governance and internal control arrangements

+ winding-up plans
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I Timeline for PSPs located in Member States
whose currency is the euro

DATET
(8/04/2024)

Entry into force of the IPR

T+12 MONTHS
(9/04/2025)

+ Member States:

(i) lay down rules on penalties for
infringements

(i) transpose the amendments to PSD2
and SFD

* First reporting by PSPs to competent

authorities (level charges/rejection due to

application of sanctions screening)

T+36 MONTHS
(9/04/2027)

« For EMIs/PIs, sending/receiving ICT

y « y § y § y § y § |
v v v v v | 4
T+9MONTHS T +18 MONTHS
(9/01/2025) (9/10/2025)

« For traditional banking
PSPs, receiving ICT

« Same level of charges for ICT
as for standard credit transfers

+ New sanctions
screening obligation

+ For traditional banking
PSPs, sending ICT

« Service of verification of the payee

"Eurozone: Austria; Belgium; Croatia; Cyprus; Estonia; Finland; France; Germany; Greece; Ireland; Italy; Latvia; Lithuania; Luxembourg; Malta; Netherlands; Portugal; Slovakia; Slovenia and Spain.
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Timeline for PSPs located in Member States §
whose currency is not the euro

T+ 33 MONTHS
(9/01/2027)
T+ 39 MONTHS
+ For traditional banking (9/07/2027)
PSPs, receiving ICT
T+9MONTHS + For all PSPs, sending ICT
(9/01/2025) + Same level of charges for ICT as for
New sanctions screening obligation standard credit transfers + Service of verification of the payee
o o o o o o |'§
v v v v v v L4
T+12 MONTHS
DATET (9/04/2025) T+36 MONTHS
(8/04/2024) (9/04/2027)
* Member States:
Entry into force of the IPR « For EMIs/PlIs, receiving ICT

(i) lay down rules on penalties for
infringements

(i) transpose the amendments to PSD2
and SFD

* First reporting by PSPs to competent
authorities (level charges/rejection due
to application of sanctions screening)
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Compliance with IPR
requires preparation work

The type of work required to be compliant with the new obligations under the IPR should not be underestimated — even where

firms are up to date with all their regulatory compliance requirements in respect of standard credit transfers.

Beyond the pure operational, connectivity, messaging and other technical aspects that
must be addressed by PSPs, a review of, and certain amendments to, the PSPs’
contractual documentation might be required in order to reflect certain obligations or opt-
out options set out in the IPR but also, more generally, to preserve the rights and limit the
liability of a PSP in the context of the provision of this new type of payment transactions.
Adjustments to certain internal policies and procedures of the PSP will also be required.

We advise PSPs on all IPR matters, ranging from the technical considerations relating to the
scope of the IPR and its new obligations as well as practical implementation and ongoing
compliance therewith (including advice on the steps to be taken by a PI/EMI seeking direct
access to a designated payment system). This includes advice and review of contractual
documentation, internal policies and procedures, in-person workshops and trainings and
detailed compliance gap analyses.

For our list of key contacts, please see overleaf.
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e
contacts

LUXEMBOURG

!
Baptiste Aubry Carole Schmidt Andrei Costica
Pariner Knowledge Counsel Senior Associaie
Tel +352 44 44 5 5245 Tel +352 44 44 5 5275 Tel +352 44 44 5 5342
baptiste.aubry@aoshearman.com carole.schmidt@aoshearman.com andrei.costica@aoshearman.com
BELGIUM FRANCE

Svlvia Kierszenbaum Axel de Backer Mia Dassas Pauline Robin

Pariner Pariner Pariner Senior Associate

Tel +32 32877410 Tel +32 3 287 7402 Tel +33140 06 5364 Tel +33140 06 5145
Sylvia.Kierszenbaum@aoshearman.com axel.debacker@aoshearman.com mia.dassas@aoshearman.com pauline.robin@aoshearman.com
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GERMANY

ITALY

Alexander Behrens
Pariner

Tel +49 69 2648 5730
alexander.behrens@aoshearman.com

NETHERLANDS

Lisa Huber
Knowledge Lawyer

Tel +49 69 2648 5467
lisa.huber@aoshearman.com

Emiliano La Sala
Counsel

Tel +39 02 2904 9740
emiliano.lasala@aoshearman.com

SPAIN

Luca Di Lorenzi
Senior Associate

Tel +39 06 6842 7542
luca.dilorenzi@aoshearman.com

Pien Kerckhaert
Partner

Tel +3120 674 1309
pien.kerckhaert@aoshearman.com
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Pien van Vliet
Associate

Tel +3120 674 1475
pienvanvliet@aoshearman.com

Salvador Ruiz Bachs
Partner

Tel +34 91782 9834
salvador.ruizbachs@aoshearman.com

Manuel Torices
Associate

Tel +34 91782 9715
manuel.torices@aoshearman.com

Giulia Ghiandai
Associaie

Tel +39 06 6842 7446
giulia.ghiandai@aoshearman.com




UNITED KINGDOM CZECH REPUBLIC

Nikki Johnstone Thomas Donegan Ben Regnard-Weinrabe Chloe Barrowman Anna Lewis-Martinez Petr Vybiral

Pariner Pariner Pariner Professional Suppori Lawyer Senior Knowledge Lawyer Pariner

Tel +44 20 3088 2325 Tel +44 20 7655 5566 Tel +44 20 3088 3207 Tel +44 20 7655 5136 Tel +44 20 3088 1333 Tel +420 222107 173

nikkijohnstone@aoshearman.com thomas.donegan@aoshearman.com ben.regnard-weinrabe@aoshearman.com chloe.barrowman@aoshearman.com anna.lewis-martinez@aoshearman.com petrvybiral@aoshearman.com
HUNGARY POLAND SLOVAKIA

ol <

5t
Tomas Spacek Karoly Foti Norbert Hete Pawel MruRk-Zawirski Peter Jedinak Igor Havlicek
Junior Lawyer Counsel Counsel Senior Associate Counsel Lawyer
Tel +420 222107 162 Tel +36 1429 6006 Tel +36 1429 6014 Tel +48 22 820 6146 Tel +4212 5920 2417 Tel +4212 5920 2422
tomas.spacek@aoshearman.com karoly.foti@aoshearman.com norbert.hete@aoshearman.com pawel.mruk-zawirski@aoshearman.com peterjedinak@aoshearman.com igor.havlicek@aoshearman.com

aoshearman.com 11


http://www.aoshearman.com

Global presence

A&O Shearman is an international legal practice

with approximately 4,000 lawyers, including some

800 partners, working in 29 countries worldwide.

A current list of A&O Shearman offices is available at www.

aoshearman.com/en/global-coverage.

A&O Shearman means A&O Shearman LLP and/or its
affiliated undertakings. A&O Shearman LLP is a limited
liability partnership registered in England and Wales with
registered number OC306763. A&O Shearman LLP is
authorised and regulated by the Solicitors Regulation

Authority of England and Wales.

The term partner is used to refer to a member of A&O
Shearman LLP or an employee or consultant with
equivalent standing and qualifications or an individual with
equivalent status in one of A&O Shearman LLP’s affiliated
undertakings. A list of the members of A&O Shearman LLP
and of the non-members who are designated as partners is
open to inspection at our registered office at One Bishops

Square, London E16AD.
© A&O Shearman LLP 2024. This document is for general

information purposes only and is not intended to provide

legal or other professional advice.
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