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Abstract. Approximately ten years after the EU studies and expert groups had
collected evidence on transparency issues related to the payment account prices
and offer real-world measures came into force. Directive 2014/92/EU (also
known as Payment Account Directive) stated that in cooperation with the
European Banking Authority and national regulators should be introduced in
member states ex-ante indicator Fee Information Document, ex-post indicator
Statement of Fees and standardised terms list. The goal of the paper is to perform
an early assessment of Fee Information Document adoption linked to
standardised terms list in the Czech Republic by payment account providers. The
Fee Information Documents of ten Czech and four United Kingdom banks are
compared between. The discrepancies in the level of detail, the problem of
fragmentation related to payments and overdraft facility inclusion were found.
These issues may prevent reaching the goal of the regulation in terms of
providing consumers with a document that is concise, standardised and easy to
compare different payment account offers.

Keywords: Payment account, Regulation, Directive 2014/92/EU, European
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1 Introduction

The information asymmetry is natural imperfection regarding any real-world market
and so there is no reason why the market of payment account (PA, PAs in plural) for
individuals should be an exception. The paper is focused on accounts through which
consumers are able to carry out funds placing, cash withdrawals, execute and receive
payments to and from accounts of another provider. Therefore, any other account not
providing all such services, e.g. electronic wallets, pre-paid services accounts, credit
card account, is beyond the scope.

EU studies and expert groups [3, 10, 19] collected evidence focused on issues of
transparency in form of incompleteness, complexity and the links between financial
products. Two main aspects were identified; how clear and comparable is information
provided to consumers and; how aware consumers are of the fees they are charged.
Other local empirical studies were in accordance to the conclusions such as [17], TNS
at the request of D-G for Health and Consumers, Office of Fair Trading, UK
Independent Commission on Banking, UFC-Que Choisir etc. Generally speaking, fees



and costs related to banking products tend to be one of the main reasons for consumer
complaints. It is particularly in terms of a lack of transparency that impedes consumers
from making well-informed choices; the comparability of fees; and pricing.[6] There
was observed an increase of PA related complaints in 2017 with EU average of 49% of
all complaints received by competent authorities.[7]

The Directive 2014/92/EU [11] (also known as Payment Account Directive) was
adopted as an action to remove barriers to competition within the internal market and
to increase a consumer protection in retail banking. Understanding the fees is a
prerequisite for being able to compare PA offers and key for consumers to make
informed decisions. Therefore, two indices and one enabler/enhancer tools were
introduced in the [11]; ex-ante indicator Fee Information Document (FID, FIDs in
plural), ex-post Statement of Fees (SOF) and standardised terms glossary. After the
transposition of [11] into national legal environment and with assistance of European
Banking Authority (EBA) PA providers in member states started to publish their FIDs
at the beginning of the winter 2018.

The goal of the paper is to perform an early assessment of this effort to provide
consumers with information that is concise, standardised and easy to compare between
different PA offers. To reach this goal the FIDs of the Czech PA providers will be
compared between and to United Kingdom’s (UK) FIDs. An attention paid to the PA
market is justified since the importance of the PA product is great. EU sees barriers on
the PA market as barriers to the deployment of a fully integrated market [11]. Both EU
legal bodies as well as academicians stress also a social function of the PA. EU
acknowledges that socially inclusive economy increasingly depends on the universal
provision of payment services. depicts The study [4] points out a positive relationship
between gross domestic product and an access to basic banking services (current
account and payment services) and credit and [1, 13] connects the financial inclusion
with an overall bank system stability.

2 Research and Methods

2.1 Payment Account and Information Asymmetry Reduction Effort

In general, providing clear and comparable information on service offers is a
prerequisite for the free operation of market forces. Although it is difficult to measure
the level of market imperfections, e.g. in form of dead weight costs, caused by non-
transparent, incomparable fee information, it is likely that all consumers are adversely
impacted by these issues at some point. A certain approach was adopted in the study
[17] where an optimal PA choice was assessed accordingly the range of demanded
services and the price paid for a PA that offers such services. The analysis was consisted
of consumers with activated e-banking, using basic account features, see. [11], no
service demanded at a branch. The 95% confidence interval for mean of optimal choice
was (20.45; 21.28) in %. Such low values were explained by multiple factors but the
main one was related to information asymmetry in for of lack of price transparency
combined with a low expected rate of return.



EU-wide studies were performed, and expert groups formed to further describe and
analyse this issue. Expert group point of view was that: “Consumers tend to use
imperfect proxies for identifying alternative products (brands, reputation, proximity)
instead of prices and contract terms and conditions”[10] However, the main result of
the report related to the problem of transparency. PAs prices are difficult to compare
because the information is available in a way that implies high search costs. Those costs
come from the problem of tariffs incompleteness, complexity and the links between
financial products. The latter issue of links between financial products does not relate
to natural links but tying, bundling, conditional sales and cross-selling practices. Such
practices even further increase overall complexity of total price calculation and so the
problem of transparency as well. The most common in the Czech Republic would be
conditional practices which relates to offers that entail better contract conditions or
price reduction if certain condition is met. This one is also known for so-called loyalty
prices. These problems practices studied in [3] and the magnitude and spread of the
practices was substantial: “More than 50 % of providers estimate the share of
consumers involved in some form of bundling higher than 80 %. Mixed bundling with
rebates relates to 35 % and without rebate 60 % of consumers”. The third study to be
mentioned was to deal with the comparability issue. The main findings were that
comparability varies across the EU and at the same time there is a negative correlation
between the price (costs) and the level of transparency [19]. Also, the researchers had
problem in price calculation even though their test profile was not very complex. They
had to contact 40 % of the providers to confirm data collectors’ interpretations of prices
or additional tariff clarifications. 33 % the price information in their tariff lists was
found to be incomplete. Thus, EU consumers bear a negative outcome of this
information asymmetry related to both the real nature of the service and mainly to the
price transparency issues. In general, PA fees are the most common reason of consumer
complaints in the EU [6, 7].

An effort to tackle the issues related to information asymmetry lead to the Directive
2014/92/EU which was later in the Czech Republic transpositioned by the law no.
452/2016 Coll. Among other tools, such as comparison websites, the directive
introduced:

e List of standardised terms: standardised terminology was introduced in order to
overcome an issue, that payment service providers use different terminology for the
same services and provide information in different formats. The terminology should
have covered the most representative services linked to payment account. This list
should have been an enabler or at least experience enhancer for the next two
obligatory documents accompanying the offer and use of PA.

e Fee information document (FID): FID states the fees for all services contained in the
list of the most representative services linked to a payment account at national level.
The FID should use the standardised terms and definitions established at EU level.
The FID should not contain any other fees. Where a payment service provider does
not offer a service appearing in the list of the most representative services linked to
a payment account, it should indicate this by, for example, marking the service as
‘not offered” or ‘not applicable’. PA provider should provide the consumer, in good



time before entering into a contract for a payment account with a consumer, with a
FID on paper or another durable medium. Therefore, the FID serves as an ex-ante
fee indicator.

o Statement of fees (SoF): ex-post fee information should be provided in a dedicated
document. It should provide an overview of interest earned and all the fees incurred
in relation to the use of the payment account to enable a consumer to understand
what fee expenditures relate to and to assess the need to either modify consumption
patterns or move to another provider. SoF should be presenting the most
representative services in the same order as the FID.

Member states mostly through their bank market supervisors submitted lists of the
most representative services related to fees charged at PAs to EBA. After the
consultation period EBA had published the list of standardised terminology for PA
those services that are common to at least a majority of member states.[8] EBA drafts
then came into force by the Regulation EU 2018/32 [9] and in member states it usually
came into force in form of a regulator’s decree such as the case of The Czech Republic
[5]. The decree came into force on October 31, 2018 providing final list of most
representative services linked to payment account and fees in the Czech Republic.

2.2 Comparison

Since the paper is focused on the [11] impact on the retail PA offer, the attention was
paid at first on the difference between the EU and Czech list of standard terms including
services and their aspects. Compared account are chosen to be mainstream PA without
features for affluent consumers or consumers that comply any other special conditions
related to age, income etc. The next part compared the length and structure of FIDs that
have been already available in the Czech Republic. The aim is at the most complex
parts of the FIDs since the FID should above anything else easy the comparability and
offer. Then the results were compared to the FIDs of global systemically important
banks with headquarters in the UK. Global systemically important banks were chosen
since activity of certain banks is essential and irreplaceable for the whole economic
activity [18]. This group represents the most important bank institutions in the world
accordingly the criteria of size, cross-jurisdictional activity, system interconnectedness
and other variables since 2009. This state lasts till now in 2018 [2] and this group
continues to be more systematically important than other banks, implying that
perception of “too-big-to-fail” remains or as [18] notes “too-interconnected-to-fail”.
Their key role in the financial system also puts them in a position where their problems
rapidly spread over to non-systemic financial institutions. [14] The importance of such
banks is obvious and because they take part in the retail banking they were chosen as a
sample the Czech PA offer to be compared to. The data were collected during the
second week of December 2018. The fig. 1 shows the result of EBA effort to prepare
FID accordingly the [11], EBA’s own testing with consumers in a qualitative and
quantitative consumer-testing exercise, and consultation on them between September
and December 2016. The FID is divided into groups of services:



General Account Service,
Payments (excluding cards),
Cards and cash,

Overdrafts and related services,
Other services.

Bank
brand
Fee Information Document

Mame of the account provider:
Account name:
Date;

= This document informs you aboutl the fees for using the main services linked to the
payment account. [t will help you to compare these fees with those of cther accounts.

+ Fees may also apply for using services linked fo the account which are not listed here.
Full Information is availlable in [specily names of the relevant pre-contraciual and
coniraciual documenis],

& A glossary of the terme used |n this document s available free of charge.

[main service] [brand nama] [=]

Fig. 1. Sample of obligatory FID template developed by EBA, annex of [8].

3 Results

3.1 Standardised terminology

Standardised terminology is the base of the FID. The table below compares all member
states common standardised terminology and Czech final list of the most representative
services linked to a PA and subject to a fee.



Table 1. Table captions should be placed above the tables [5, 9].

Standardised terms for Commission Delegated Czech National Bank Decree
services Regulation (EU) 2018/32  No. 74/ 2018 Coll.
Maintaining the account included included

Providing a debit card included included

Providing a credit card included not included

Overdraft included partially included

Credit transfer included included in greater detail
Standing order included included

Direct debit included included

Cash withdrawal included included

Sending an informative SMS not included included

Monthly statement not included included

The table shows some national differences to the list of standardised terms by EBA.
This is the result and in accordance to [11] article 3(1). Yet, for the first sight, it may
be surprising that the credit card provision is not included in the Czech final list of the
most representative services linked to a payment account and subject to a fee.
Nevertheless, banks in the Czech Republic provide credit cards in a different way which
not linked with the payment account. A credit card provision and usage in form of a
loan contract and it does not even require the client to have a payment account at the
bank he or she applies for a credit card. The overdraft facility is included only in form
of a note that a debit card allows to dispose of money including previously arranged
authorized overdraft. Nevertheless, the overdraft itself in terms of interest rate of fees
for a PA balance below zero etc. is not included since provision of a debit card is not
fixed on authorized overdraft. Credit transfer was included in a slightly greater detail
separating incoming and outgoing payment. Two items were added to the Czech final
list in comparison to the list from the Regulation [9]. These two items came from the
national provisional list submitted to EBA because they act in almost all PAs’ price
lists in the Czech Republic as services not provided for free.

3.2 Fee Information Document

FID comparison was at first focused on the global systemically important banks and
the PAs they offer at a country of their origin i.e. headquarters. The adoption of FID
was faster in the UK, Scandinavia or the Czech Republic compared to France and
Germany also due to a national regulator. Therefore, the table below contains mostly
UK banks.

Table 2. FIDs of global systemically important banks overview in the country of origin.

Bank FID  Account Pages Most complex group of services
Barclays Payments (excluding cards): various conditions
Barclays yes Bank 3 applied to domestic, cross-border, and international

Account payments (especially overseas).



HSBC Bank
HSBC yes Account
Royal Bank account
Bank of yes Select
Scotland
Standard os*
Chartered -
Royal Bank account
Bank of yes Select
Scotland

1.5

2

Payments (excluding cards): various conditions
applied to mostly domestic (network type,
communication channel) and outside UK.

Overdrafts and related services: arranged an
unarranged overdraft

Overdrafts and related services: arranged an
unarranged overdraft

*only private banking is offered in the UK (year fee equivalent to 3.000 USD) which is a very
specific market segment beyond the scope of the paper.

The table shows that implicit goal (comes from the consultation prior to the [8]) of
a single sheet of two pages where the consumer will be briefly informed was mostly
achieved. This goal was mentioned also in the discussion during the EBA preparation

of [8].

Only two bank The situation in the Czech Republic is ahead of most of other
European countries when there are only a few exceptions among bank with a republic-

wide retail network.

Table 3. FIDs of banks with a republic-wide retail network in the Czech Republic.

Bank FID Account Pages Most complex
Air Bank yes Maly tarif 1.5 General account services: package of services
BNP Parlbgs Bézny General account services: detailed options
Personal Finance yes ucet 1.5 concerning a debit card provision
(Hello bank) & P
Ceska spofitelna  yes ﬁ(;;: 3.5 General account services: packages of services
Payments (excluding cards): various conditions
Ceskoslovenské Plus applied to dom.est¥c payment; (communication
, yes 4 channel, establishing, execution, change of
obchodni banka Konto .
payment, priority) and cross-border payments
(communication channel, amounts) and more
Payments (excluding cards): various conditions
Ceskoslovenska Postovni applied to domestic payments (communication
obchodni banka  yes et 3.5 channel, establishing, execution, change of
(Postovni banka) payment, priority) and cross-border payments
(communication channel, amounts) and more
Equa bank yes ]’3Vezny 15 Payme_nts (excludlng cards): different types of
ucet incoming and outgoing payments
Fio banka no - - -
Payments (excluding cards): two pages of various
conditions applied to payments (type, territory,
Komer¢ni banka yes MujUcet 5 communication channel, establishing, execution,

change of payment, priority, inter or intra-bank,
amounts and more)



Cards and cash: four different types of cards each
mBank yes mKonto 4.5 with some differences in cash utilization,
maintenance fee, second card option etc.

Moneta no - - -

Raiffeisenbank no - — —

FER Payments (excluding cards): various conditions
Sberbank CZ yes konto 2 yn & ;
MINI applied to mostly cross-border payments
Payments (excluding cards): two pages of various
UniCredit Bank conditions applied to payments (type, territory,
Czech Republic yes Ukonto 5 communication channel, establishing, execution,
and Slovakia change of payment, priority, inter or intra-bank,

amounts and more)

*PA , Ulet s Moje zdravé finance* was chosen since the FID is not available for the most
common account "Osobni konto".

The table shows that the main retail banks in the Czech Republic (Ceska spofitelna,
Komeréni banka, Ceskoslovenska obchodni banka and UniCredit) published the
longest and overall the most complex FIDs. Nevertheless, mBank that was one of the
first low-cost e-banking oriented AP provider in the Czech Republic published the FID
of the same length. Yet, the factor of complexity differs and so the complexity
assessment is more complicated. Different detail was observed regarding e.g. the card
service. Most of the banks included the information on the costs of providing a debit
card or cards but mBank and Hello bank included a different ways of card delivery such
as door-to-door courier service, different card types, the first and the second possible
card to PA etc. Similarly, some banks included a very detailed options regarding the
priority of the payments.

Another difference is related not the level of detail but to packages. Most of the
banks included packages in the first part General account services but some banks
included package options at the end of the FID in Other services or in a case of Ceska
sporfitelna there are two special boxes Service package. These boxes are situated at the
end of the FID even though one package of services is already present in the first
category General account services. The mBank also included one package in the last
part of the FID however this package was just a volume sale of informative SMS
messages. This is in accordance to [5] and a case other than Ceska spofitelna with
package concerning the cash withdrawal and the second one concerning payments.

Yet, the most complex part was related to payments (excluding cards). It arises from
a fragmentation of tariffs and price lists by various criteria:

payer or payee,
territory,
communication channel,
payment instrument,
operation,

priority,

amount,



e bank or bank group,
e cancellation.

Text-book examples of such fragmentation approach are Komercni banka,
Ceskoslovenska obchodni banka and Postovni banka. The last one also included a fee
for SEPA payment in a way that e.g. SEPA payment established by electronic means
costs 250 CZK but right below then there is “+250 CZK”. This means that per SEPA
item the fee is 250 CZK but then at the end there is a fixed sort of manipulation fee of
additional 250 CZK.

The FIDs did not contain information on an authorized overdraft in spite of being a
part of the debit card provision term in the final list of the most representative services
in the Czech Republic. The banks were supposed to either provide an information on
overdraft on mark the service as ‘not offered’ or ‘not applicable’. It is true that the final
list of the most representative services in the Czech Republic only suggest overdraft
inclusion in form of “in the case of an agreed overdraft facility”. Nevertheless, most of
the banks do offer an overdraft allowing to use credit money through the debit card.

4 Discussion

The Czech final list of the most representative services linked to a PA and subject to a
fee differs accordingly the local difference to other member states. Missing" credit card
provision could be explained by the more loan-service that PA-service approach and
the next interpretation is that the provision itself is not a source of the fees. Even though
the credit card would be linked to the PA then the interest and grace period would be
included instead of a provision fee. These two features are the most determining
concerning the total costs and the consumer’s decision making. The way how the
authorized overdraft is included in the Czech final list of the most representative
services linked to a payment account and subject to a fee leaves great space for banks
how and whether to include any overdraft information at all. However, generally
speaking, the goal that the fee terminology should only be standardised for the most
representative terms and definitions in order to avoid the risk of excessive information,
was achieved in the Czech Republic. The problem lies elsewhere — the level of detail
and the fragmentation.

It seems that different banks took a different approach i.e. choosing a bit different
level od detail. There are banks such as mBank and Hello bank which included a very
detailed options related to a debit card provision, card types and usage. On the other
hand, Komer¢ni banka offers different types of debit cards as well but only one type is
included in the FID. Moreover, there are different fees related to debit card
“Embosovana karta” and “Plus karta”. The difference in the level of detail may confuse
a consumer and mBank’s FID could be shorter by almost three pages making it shorter
by approximately 60%. The level of detail creates a similar problem to package
incorporation. For example, Ceska Spofitelna included one package of services into the
first part of the FID and two more packages of services into the last one. On the other
hand, most of the banks provide a package of services information ion the first part as
it was meant to. Packages of certain pre-paid usage frequency of one particular service



are mostly included at the part where the service is described (e.g. informative SMS
package). To sum the problem up, the different level of detail may render the FID
incomparable and confusing for a consumer.

The service fragmentation was present especially in the FIDs of the largest retail
banks. The most complex FIDs contained 8 or 9 payment criteria prolonging the
document into 4 or 5 pages. Such FID is mostly just a part of the price list which was
an original source of complexity and transparency issues. An obligatory duty to provide
a consumer with the FID on paper or another durable medium then leads to just printing
a significant part of a price list which is already published. The idea to include in the
standardised fee terminology only the most representative services in order to avoid the
risk of excessive information was correct. The Czech National Bank was following it
in [5]. Yet, due to a different level of detail and different pricing methods the goal to
provide relevant information in a way that enhances comparison and transparency is
not achieved.

It is unclear why no information on overdraft was provided in the surveyed FID of
the Czech PA providers. Most of them offer authorized overdraft facility and yet there
is no information on overdraft fees and neither an interest rate. This is in a sharp contrast
to the UK. It is true that an overdraft is much more frequently used by much larger
share of consumers than in the Czech Republic, yet it is a part of the EBA’s list of the
most representative services linked to a PA. Therefore, it would be confusing for a
consumer at least from other EU member states not to find an overdraft information in
the Czech FIDs.

The result interpretation of the comparison between global systemically important
banks and the Czech retail banks is firstly that there is much larger variety in the Czech
Republic. The variety does not refer to only range of services but mainly to variety of
the fee structure. This finding is in accordance with studies [3, 12, 16, 19] identifying
large variety of fees and charges that as a result decrease the transparency of the PA
offer. Nevertheless, the result can be much different in a near future since now only a
small sample of global systemically important banks’ FIDs available at the moment
(the second week of December 2018).

5 Conclusion

Approximately ten years after the EU studies and expert groups [3, 10, 19] had collected
evidence on transparency issues related to the PA offer real-world measures came into
force. EU commission by the directive [11] instructed EBA to issue guidelines [§] to
assist the member states in preparation of three main instruments: list of most
representative services linked to PA and fees, FID and SoF. The decree [5] came into
force on October 31%, 2018 in the Czech Republic and so the retail banks started to
publish the FIDs accordingly.

The content of each fee information document provided to consumers depends on
the individual payment service provider’s offer of services and on each member state’s
final list of the most representative services linked to a payment account. Yet, the
adoption approach to FIDs shows discrepancies among the Czech PA providers as well



as compared to the UK ones. The main identified issues are firstly related to a different
level of detail mainly in debit card provision and services. Secondly, there is significant
fragmentation in the main PA providers’ FIDs. Banks such as Ceska Spofitelna,
Komeréni banka, and Ceskoslovenska obchodni banka included a large variety of
criteria according to which the payments are charged. Up to 8 criteria for payment fee
distinguishing are applied in their FIDs at the same time. This increased the length of
such FIDs up to 4.5 pages which is e.g. more than double the pages of FIDs in the UK.
Thirdly, only Ceska Spofitelna and UniCredit included at least some information about
an overdraft facility in spite of the fact that an overdraft is part of the EBA’s list of the
most representative services linked to a PA. This situation was caused likely by only
partial inclusion of an overdraft in the Czech final list of the most representative
services linked to a PA instead of a separate item. These are the main issue to be tackled
with in a future otherwise the regulation goal will not be fulfilled in terms of providing
consumers with document that is concise, standardised and easy to compare different
PA offers.

The next research should follow the changes in the pricing and FIDs of the banks
during the next year to study whether it will cause some reaction. It is not for the first
time when EU directive last time EU directive intervention changed the PA fees
situation and caused step-by-step fee transfer to other PA services or other financial
products [15]. Second aim of the next research should compare the FIDs among more
countries as the PA providers will one-by-one publish their FIDs in the next year.
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