BUSINESS & PARTNERS

LSV*/BDD — FIRST OPERATIONAL

EXPERIENCES

By November 1, 2006 the approximately one-year migration phase of the Swiss banks
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direct debit procedure to the new LSV* and BDD (Business Direct Debit) products was
successfully completed. Credit Suisse takes stock.
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Even though all creditors had repeatedly been informed
about the planned migration starting as far back as 2004,
at four months before the discontinuation of the LSV plat-
form, only 10% had completed the transition to LSV+/BDD.
Apparently lulled into complacency by the existing direct
debit processing, which had — for all intents and purposes
— run without any need of maintenance ever since 1977,
many organizations didn’t pay much attention to the im-
pending changeover.

ORGANIZATIONAL BOTTLE NECKS

Only after viewing the specifications, did many companies
become aware that adapting and upgrading software and
business processes would be necessary. In some cases, the
migration date could only be met by bringing in outside help.
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As a result, a significant number of creditors did not transi-
tion to LSV*/BDD until October 2006. This led to above-
average utilization of our advisor and consultant teams
along with the IT, project, and product management and the
support and service centers.

Additional effort for all parties involved was needed for the
introduction of BDD-IDs (without right of objection); parti-
cularly since the creditors needed to obtain new debit
authorizations from their debtors for the change to BDD.
The financial institutions offered companies with large ac-
counts receivable master files mass mutations of «LSV
without right to object» to BDD. »
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All intensive customer support notwithstanding, a very few
participants were unable to complete the transition to
LSV+/BDD on time. In some cases this was a result of out-
side influences (dependence on software providers, etc.).
These organizations had to pursue a short-notice conver-
sion solution in order to be able to participate in the new
process by November 1, 2006.

LSV*/BDD SPECIFICATIONS

Shortly after start up of the new procedures, the service
consultants were faced with diverse problems:

Collection orders must be submitted for processing in
LSV+/BDD by 10 am three business days before value date.
Based on the additional two-day waiting period after value
date, payments can be carried out up to five business days
after being submitted. For many clients, this extension is
less than ideal and is worse than within the frame of the

«The waiting period should be
reduced to one day past value date.»

old direct debit procedure, in which submission was possi-

ble until 2 pm on the day preceding value date. This change

creates a problem in some situations:

e Purchase of securities and investment funds which have
a predetermined value date which cannot be met if col-
lection occurs using LSV*/BDD.

e Business transactions «goods-for-money», where the
period between ordering and delivering increases (espe-
cially BDD).

e Increased credit risk for transactions with higheramounts
(e.g. crude oil suppliers), since new payment demands
are created before deliveries are paid, due to a high and
repea-ting delivery frequency.

These customer concerns — affecting small and medium
sized-businesses as well as major international corpora-
tions — have prompted Credit Suisse to initiate product
improvements at the interbank level. Since most financial
institutions had similar experiences, an interbank task-
force comprised of CS, RBA, SVRB, UBS, ZKB and TKB
representatives in close cooperation with Swiss Interbank
Clearing has developed the following product criteria:
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e Shortening the delivery period for debit orders to one bu-
siness day before value date (like the original LSV) and
moving of the cutoff time from 10 am to 3 pm for the
beneficiary, representing an actual improvement over
the original LSV.

e The waiting period, which is purely a regulatory period,
should be reduced to one day past value date, thus gran-
ting the financial institutions enough time for interven-
tion, should the need arise.

What’s next?

We at Credit Suisse see a potential merging of the direct
debit and EBPP (Electronic Bill Presentment and Payment)
services. In that case, the electronic debit authorization
(e.g. in online banking) could be an interesting add-on
feature; guaranteed to soon be a topic forinnovative debtor
banks!

Telekurs PayNet currently implements a new interface for
the financial institutions offering debtors an «automatic
permanent authorization» function. This allows the debtor
to automatically authorize payment of the invoices of
selected EBPP billers up to a self-determined maximum
amount — a kind of direct debit procedure with payment on
ESR basis. Credit Suisse is planning the introduction of
automatic permanent authorization by the end of 2007. m
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DIRECT DEBIT PROCEDURE SERVICES
GO TO PAYNET

As of January 1, 2007, Swiss Interbank Clearing
Ltd. has transferred the direct debit business field
LSV to Telekurs PayNet Ltd. The consolidation of
the two companies’ related electronic payment
business fields, LSV and EBPP, facilitates product
design synergies.
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LSV*/BDD — A QUICK OVERVIEW

Both procedures are ideal for those companies col-
lecting repeat amounts in Swiss francs or euro and
wishing to offer their clients a simple, comfortable
payment method. LSV* and BDD differ in that LSV*

LSV* BD
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LSV+EBDD — EFFICIENT PROCESSING OF DIRECT DEBITS
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was developed for collection with right to object and
BDD for collection in the B2B area and specifically
without right of objection. The debit authorization
still serves as the contractual basis between creditor
and debtor, just as it did in the original LSV. For more
info, visit www.lsv.ch.
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www.lsv.ch, the new website all around direct debit services.
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