
T
he 2014 implementation of the Single Euro 
Payments Area (SEPA), which standardises 
international transactions, is set to overhaul the 
payments landscape in Europe. 

Aimed at unifying payment processes across Europe, SEPA 
will enable corporate companies to make and receive 

payments to anyone within the region through a single bank 
account and a single set of paying instruments.
 
The initiative affects 32 countries in total, both within and 
beyond the EU – and airlines operating in these countries 
will observe a synchronisation of payments formats to the 
XML standard file format used by SEPA.
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David Aldred, head of global infrastructure and EMEA energy, power chemicals and 
industrials sector, treasury and trade solutions at Citi, examines the benefits of SEPA to 
airlines and how KLM embraced early migration. 

SEPA:  
A new payments landscape 



 
Given the global nature of their business, it is crucial  
that international airlines are able to make cross-border 
payments. As such, preparation for SEPA should be high 
on their corporate agenda.

SEPA deadline looms
Indeed, SEPA is now a compulsory initiative, and all 
companies operating within Europe must migrate  
to both SEPA credit transfers (SCT) and direct debits 
(SDD) before the February 2014 deadline. Those 
companies yet to prepare are already behind.

Airlines that are prepared for SEPA will enjoy a simplified, 
more harmonised payments process – but those that aren’t 
may struggle to meet the deadline, endangering their core 
business operations. 

While the 2014 deadline can be daunting for those 
unprepared, SEPA offers many benefits. The initiative focuses 
on simplicity and efficiency, resulting in payments that are 
easier and faster. For international airlines, this means the 
ability to expand operations throughout any of the 32 
participating countries, without the need to open a new 
bank account or handle foreign currencies.  

Finally, reduced costs promise to be one of the great 
advantages of SEPA. Its payment transfers must not cost more 
than a national transfer, and this regulation extends to all 
payment transactions, regardless of the respective amount.   

Rather than see it simply as a compliance issue, many 
companies are recognising the strategic benefits of 
migrating to SEPA payments and are moving well in advance 
of the deadline. Dutch airline, KLM, is one example. 

Early migration
Keen to be ahead of the curve, KLM took steps to adopt 
SEPA early. And, in doing so, it has made significant cost 
savings in its euro payments, both through streamlining its 
external bank accounts and through improving internal 
payments processes.

“We wanted to start using SEPA payment instruments as 
soon as they became available, as they are more efficient 
than national ones,” says Jonno de Rooij , a senior manager 
in KLM’s treasury department. “The fact that KLM is active in 
so many European countries made it obvious there were big 
benefits from harmonising payments and collections.”

However, their objective presented two key challenges: 
Firstly, integrating SCT with KLM’s global payment factory as 
soon as it became available; and secondly, changing the 
payment format to the XML standard. While SEPA offers 
simplicity, the initial transition period does require dedicated 
resources and expertise.

“For a company, implementing SEPA is heavily IT-driven, so 
you need to work closely with the internal people 
responsible for the software in the payment factory and the 
IT team in the transaction bank,” says de Rooij. 

For KLM, the transition period involved creating new security 
standards, new connectivity checks, and implementing 
procedures for SEPA collecting and validating bank identifier 
codes (BICs) and international bank account numbers 
(IBANs) from payees. 

The airline paired with Citi to facilitate its migration, and the 
two organisations’ IT teams created a workable format for 
switching to the XML standard, which was tested through a 
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small pilot, before being rolled out in all SEPA countries 
where the airline wished to make transactions. 

Reaping the rewards
The complex process has proved worthwhile. KLM has saved 
through both lower SCT rates and a reduction in the number 
of bank accounts it holds in Europe. 

Interestingly, KLM’s internal savings following SEPA 
implementation are even greater and come in several areas. 

“First, thanks to the SEPA pilot, which forced us to review all 
the processes, from receiving the invoice to making the 
payment in each country, we identified and acted on a 
number of inefficiencies,” says de Rooij. “Second, we now 
get a better insight into the volumes and costs of the 
transactional services we use. As one of the consequences of 
this, KLM replaced more expensive payment types with 
cheaper ones where possible.”

What’s more, it has made a third internal cost saving 
through the standardisation that XML files deliver. Now,  
KLM has better control in routing payments – meaning  
they are simpler, more precise and, as such, cheaper.  

Elsewhere, increased efficiency of back-office 
administration has also been a boon. With a  
reduction in the number of bank accounts, there  
has been a corresponding reduction in the need  
for monitoring, reporting and reconciliation, which  
all cost. 

The temptation to shy away from SEPA compliance  
may be great, but, beyond being compulsory, any  
airline operating in Europe would be unwise to pass  
up the opportunity to lower cost and gain simplicity.  
The deadline for implementation is fast approaching,  
but knowing what benefits can be garnered should  
make it less daunting.

 Jonno de Rooij, senior manager, KLM treasury department

The SEPA pilot forced us to review all the processes, from 

receiving the invoice to making the payment in each country, 

we identified and acted on a number of inefficiencies
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