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Introduction 

● 24 July 2013 – European Commission published the
EU Payments legislative package, including:

– Draft revised Payment Services Directive (PSD2)

– Draft Multilateral Interchange Fee Regulation (MIF)

● The EU Payments legislative package follows
Commission’s Green Paper consultation on developing
an integrated European payment market.



PSD 2 

● Widening the Scope:

– Extended to include ‘one-leg transactions’ with third
countries

– Extended to include all currencies

– Extended to certain non-execution third party payment
(TPPs) service providers:

• Payment Initiation Services; and

• Account Information Services

● Change to exemptions provided in PSD 1:

– ‘commercial agent’ exemption



MIF Regulation

● Directive vs. Regulation:

• The Directive must be transposed into national
legislation within two years.

• The Regulation will have immediate effect.

● MIF Regulation has two main elements:

– Setting caps on interchange fees

– Setting business rules that apply to payment card
schemes and contractual arrangements



Scope

● Applies standard technical and business-related
requirements for payment transactions in the EU, where
both the payer’s and payee’s PSPs are EU-established,
including:

– Non-EU banks which issue cards to EU-based cardholders for
EU payments

– 4-party schemes and 3-party schemes that act like 4-party
schemes

– Consumer cards

● The Regulation does not apply to:

– Non-EU banks issuing cards to non-EU citizens for EU
payments

– 3-party schemes

– ATM cash withdrawal



Interchange Fees

● The proposed Regulation would impose a cap on MIFs
within 2 months of its entry into force:

– 0.2% of the value of the transaction for cross-border
debit card transactions

– 0.3% of the value of the transaction for cross-border
credit card transactions

● These MIF caps will be applicable to all transactions
(cross-border and domestic) within 22 months of the
entry into force of the Regulation.

● For the first 22 months of the Regulation, there will
be no cap on domestic transaction MIFs.



Licensing, Co-badging and Choice of Application

● Licensing: the Regulation bans EU territorial restrictions in
licensing agreements for payment card issuance, payment
card transaction acquisition or in the rules of 4-party
payment card schemes.

● Co-badging/Choice of Application:

– The rules for co-badging must not be discriminatory

– The issuer cannot be prevented from co-badging different
methods (2+) per card/e-device

– The instrument issuer is free to decide if the payment
applications can be held on the same card/e-device

– The consumer is free to choose the payment application at
point of sale – this cannot be determined in advance by the
issuer (by means of automated mechanisms either on the
card/e-device or place of sale)



Separation of Payment Card Scheme and 
Processing Entities and Unblending

● Separation of Payment Card Scheme and Processing Entities:

– Independence of payment card schemes and processing entities

– Prohibits discrimination between users of the schemes/ other
contractual parties and subsidiaries/shareholders

– Different processing entities to process permission for authorisation
and clearing messages of single card transactions

– Processing rules: no territorial discrimination, requires processing
entities in the EU to ensure their systems are interoperable with all
other EU systems

● Unblending:

– Acquiring PSPs will be required to offer and charge payees individually
for different types of payment cards, not imposing a single price for
credit, debit, prepaid and commercial cards

– PSPs will need to provide transparency on the different prices
applicable for different brands and categories of payment cards



Honour All Cards and Steering Rules

● Honour All Cards Rule:

– PSPs and payments schemes can impose a rule of non-
discrimination among issuers to prevent refusal of
certain cards based on the issuing PSP or the cardholder

– This requires merchants to notify customers if they
choose to not accept all cards in a payment card
scheme and this should be done in the same way they
notify acceptance of payment cards.

● Steering Rules:

– PSPs cannot prevent merchants from steering
customers to their preferred methods of payment and
similarly they cannot prevent merchants from informing
customers of interchange fees and service charges



Enforcement and Review

● Member States will need to designate a national
competent authority which will be responsible for the
enforcement of the Regulation

● National competent authority will have enforcement and
investigation authority and will be required to monitor
compliance

● Each Member State will need to set sanctions for any
breach of the Regulation and complaint and redress
procedures for disputes arising under the Regulation

● Review: the European Commission will report to the
Parliament and Council on the Regulation’s application
four years after entry into force of the Regulation
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