
TREASURY MANAGEMENT: SEPA

When Michel Barnier, the 
internal market and services 
commissioner for the EC, 

said that the delay in implementing 
SEPA was to “lower the risk of payments 
disruption”, he reminded market 
participants: “An efficient market needs 
an efficient SEPA. The entire payments 
chain – consumers, banks, and 
businesses – will benefit from SEPA and 
its cheaper and faster payments.”1 

The Single Euro Payments Area was 
eventually implemented on 1 August 2014, 
having been postponed from its original 
1 February 2014 implementation date.2 But 
the big question, as with many innovations, 
is one of  proactive adoption. Will treasurers 
take up the baton and reap the benefits 
SEPA set out to deliver? This article 
provides a reminder of  why they should.

Gestation
Begun in earnest in March 2012 with 
Regulation 260/2012, the intention from 
the start has been to ensure that payments 
made in the euro throughout Europe can 
be conducted in a clear, fast, secure and 
standardised fashion.

This has, at least in part, been realised 
through the development and introduction 
of  a new set of  payment instruments:  
  SEPA credit transfer (providing users 

with a single means of  transferring 
funds for both national and cross-
border payments);
   SEPA direct debit (allowing an account 

to be charged directly cross-border for 
the first time); and
   SEPA for cards (enabling individuals to

use one bank card across SEPA). 

Equally important has been the creation 
of  legal, information, and format 
standards for payments – including for 
the payment account identifier, which 
must be in the International Bank 
Account Number (IBAN) format, and 
the message format, which must be ISO 
20022 XML. In each of  these, three 
major process changes were necessary: 

1. migration to the new instruments SEPA 
credit transfer (SCT) and direct debit 
(SDD);

2. handling of  returns (i.e. dealing 
with transactions that fail to process 
correctly); and 

3. reconciliation. 

For the euro area, the cut-off  for these 
changes was originally 1 February 2014, but 
as migration figures were still low, this was 
extended by six months to 1 August 2014. 

There are still a few remnant migration 
periods remaining; for example, Latvia, as 
a latecomer to the euro, has a little longer, 
and non-euro countries in the SEPA zone 
have until October 2016. But for most 
corporates, migration is now complete. 

New payments language
There is no denying that undertaking 
the SEPA journey will have incurred 

considerable cost and effort. But it has 
undoubtedly been worthwhile. Under the 
new system, cross-border payments will 
be as fast and easy as local transfers. For 
corporates and banks alike, SEPA means 
one harmonised method of  payments, 
held to the same standards and regulations 
for any transactions in the euro currency 
throughout 34 countries (28 EU member 
states including those outside the eurozone, 
four European Free Trade Association 
countries, and Monaco and San Marino).

As well as harmonisation in the 
regulation of  payments and of  payment 
formats and instruments, however, 
SEPA brings with it all the benefits of  
automation – including improved speed, 
efficiency, interoperability and visibility, 
and reduced costs, risks, errors and 
missed reconciliations; factors all the more 
important in today’s uncertain economic 
environment.

In addition, instruments not yet 
available may begin to shine in the second 
wave of  SEPA advances. For instance, 
additional optional services (AOS) that 
are currently only offered in certain 
jurisdictions – such as France’s CAI 
(customer account information) and Italy’s 
SEDA (SEPA-compliant electronic database 
alignment) – may eventually be made 
compatible to plug-in for corporates across 
the SEPA zone. 

Going forward, it is essential that 
treasurers move beyond the compliance 
side of  SEPA, and instead use it – and 
the harmonisation and rationalisation 
opportunities it brings – as a launch pad for 
the realisation of  deeper and wider benefits. 

Certainly, now that migration is 
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complete, corporates, with the help of  their 
banks, can begin to explore some of  the 
next-step benefits.

After years of  legacy systems and 
differing processes and regulatory 
environments, varying not only between 
regions but in local interpretations, SEPA 
has wiped the slate clean – and written a 
clear and universal new language upon it. 
This common, logical, and unburdened 
starting point has paved the way for a fresh 
burst of  innovation. 

Post-SEPA benefits 
Indeed, while treasurers reflect on the 
obligatory, compliance-related changes, 
they should review where these can be 
extended or built upon to realise further 
internal improvements with regards to 
operational efficiency, cost reduction, risk 
management, liquidity optimisation and 
greater transparency and granularity. But 
what does this actually entail?

Review existing architecture
First, treasurers should closely examine 
their existing treasury and banking 
technology set-ups, including the related 
software and infrastructure processes across 
their group entities, for opportunities 
for rationalisation. As formats and 
communication have been streamlined, it 
may be possible to make IT systems and 
processes leaner and more efficient.

Additionally, the standardisation of  
messaging systems means that corporates 
have the freedom to achieve a higher level 
of  bank agnosticism, since all SEPA-
compliant banks will be compatible with 
the IBAN and ISO 20022 XML formats, 
and such shared formats will allow 
corporates to move from bank to bank 
with far greater ease. In addition, it may be 
possible to streamline corporate-to-bank 
tools, communication links and systems, 
in turn improving efficiency. Certainly, 
bank-agnostic systems bring both greater 
freedom and the ability to reduce the risk 
associated with being too closely tied to one 
particular entity. 

Risk mitigation
Similarly, such freedom brings with it 
the potential for equally risk-mitigating 
rationalisation: the second key benefit of  

SEPA. For example, treasurers could – 
potentially – use just one bank account to 
serve all subsidiaries across the SEPA zone. 
While this may not be viable in practice 
(in some countries, for example, local tax 
and salary payments may still require local 
accounts) even partial rationalisation can 
result in both reduced costs and lower risk 
stemming from local bank dependency. It 
also creates an opportunity to revise and 
further rationalise liquidity management 
solutions – due, in part, to increased 
control. 

Rationalisation, in turn, supports 
centralisation – not just of  bank accounts, 
but of  broader treasury functions. As 
suggested by the growing popularity of  
regional treasury centres, the centralisation 
of  the treasury function brings a number 
of  benefits, from reducing staffing and 
administration costs to improving visibility 
and control by creating one unified, 
accurate and up-to-date overview of  the 
corporate’s position.

Outside the SEPA zone
In this sense, the benefits of  SEPA can 
be implemented “wider” – i.e. beyond the 
SEPA zone. Certainly, the standardisation 
of  formats means the SEPA mindset can 
be extended by multinational corporations 
beyond their euro subsidiaries and 
throughout their global organisation 
allowing for better internal communication 
and enriched data flows, and gaining 
yet more ground towards optimum 
transparency, efficiency, risk mitigation and 
ease of  compliance.

Better toolkit
Furthermore, the post-SEPA environment 
gives many corporates access to more 
sophisticated treasury tools. For example, 
many corporates, by leveraging SEPA-driven 
improvements, can now look to implement 
payment-on-behalf-of  and collection-on-
behalf-of  structures, enhanced reconciliation 
programmes (for payments- and collections-
on-behalf), virtual-accounts based models 
(which can aid and enhance centralisation) 
and financial supply chain management 
programmes. These operating structures are 
more practical and easily implemented in the 
post-SEPA period, aided by rationalisation, 
centralisation, and significantly enhanced 

granularity of  transaction-related data flows.
Of  course, all such analyses, changes 

and improvements must be undertaken 
according to a plan that adheres to each 
corporate’s specific situation. Treasurers 
(and their bank providers) must approach 
their situation and post-SEPA review 
with a view to creating a unique, tailored 
blueprint for treasury enhancements that 
simultaneously support their longer-term, 
more strategic corporate objectives. An 
experienced bank involved throughout 
the SEPA migration will also be able to 
advise corporates on the nuances of  legal, 
regulatory, tax and market requirements 
and implications, and guide them through 
the next fruitful stage of  treasury 
implementations.

Although such changes may stem from 
the treasury department, the knock-on effect 
of  many will echo throughout the corporate 
body. The acceleration of  settlement times 
in particular will have positive implications 
for trade, liquidity, and perhaps terms of  
contract. So, as with any internal structural 
changes and initiatives, it is essential that all 
departments are informed and aligned in 
their strategic objectives.

While the ability to successfully 
leverage SEPA as a launch pad for 
further improvements will require careful 
consideration and the support of  a specialist 
bank’s expertise, it is all part of  the changing 
role of  the treasurer from cost centre to 
value creator. Now that the obligatory part 
of  SEPA migration is behind us, it is the 
treasurer who needs to identify and realise 
its operational efficiency and business 
development potential.
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