1 INTRODUCTION
1.1 WHAT IS PREAUTHORIZATION OF FUNDS?

When a merchant is paid through one of its e-payment channels, a process is initiated to verify and guarantee
the debtor has sufficient funds. This process entails ‘holding’ or ‘reserving’ funds on the debtor’'s account (be it
the credit limit in case of a credit card payment, or the available bank balance in case of a debit card).

The funds are "held" and deducted from the customer's credit limit (or available bank balance, in the case of a
debit card), but are not yet transferred to the merchant. At the time of the merchant's choosing, the settlement
process is initiated, where the funds are actually transferred from the customers' account to the merchant's
account.

1.2 WHY IS THIS NEEDED?

The main reason for preauthorization of funds is because of a two-step process in the payment, consisting of an
authorization and a settlement with a time lag in between.

1.3 THE POWER OF MASH UPS USING ISO 20022

This pre-authorisation API contract is using ISO 20022 components and elements. Other open banking
APIs that are also using ISO 20022 components (such as PayLater) can be easily used to create mash ups
and more easily integrate with bank’s back office systems that are also based on ISO 20022.



2 PAYMENT PRE-AUTHORISATION USE CASES
2.1 LARGE AMOUNT WEB PURCHASE (E.G. HOLIDAY BOOKING)
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2.2 TEMPORARY BLOCKING OF FIXED AMOUNT (E.G. GAS STATION)

Payment Pre-Authorisation Activities - Use Case 2
Gas Station scenario
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2.3 WEB PURCHASE: ASPSP GUARANTEES AMOUNTTO MERCHANT
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Payment Pre-Authorisation Activities - Use Case 3

Online Shop - Pre-authorisation with individual payments when line items are shipped

Merchant

¥

Receives request from Customer
(max amount authorised

for total amount

of line items)

[\mtiatss pre-authorisation to Bank

lv:realePaymemPreAnlhurisaliml request

Bank
ASPSP

Records obligation
to pay for customer

Returns confirmation
with pre-authorised max amount

] createPaymentPreAuthorisation response

Records pre-authorisation
confirmation

[Vahdates purchase with guaranteed paymsmt]

[Prepares shipment of line |tem]

|

Initiates payment

with line item amount

(until max amount)

based on payment pre-authorisation (Partial or Final)

] createPaymentinitiationUnderPreAuth request

not reached /- T \seached

)

(Processes payment for line \tem]

|

Rejects payment

Rejection Process

[Cunﬂrms payment to Merchanl]
Not covered here

lueatel'aymemlnmatlnlllJnﬂHPreAmn reponse

Records payment for line item

Ships line item

¥

[Recewes confirmation of sh\pment]

Update shipped line items list

Sends Invoice to Customer
with all shipped line items

Receives invoice

6




3 PAYMENT PRE-AUTHORISATION FLOWS

Payment Pre-Authorisation: Basic Flow and Resources with consent
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4 PAYMENT PRE-AUTHORISATION DATA-MODEL PROPOSAL

Payment Pre-Authorisation Resource Data Model

«Resources
FaymentPreAuthorisation

B PaymentPrefduthorisationld (1,1); Max35Text

@ Status (1,1); StatusCode (ApprovedRejected/Pending)

@ Maximumamount (0,1} ActiveCurrency&ndamourt

@ Type (0,1} AuthorisationTypeCode(OneOffRecurrent/CreditLineg)

@ Purpose (0,17 Max35Text

@ AllowedMerchants (0,n): Partyldertification

@ YalidFrom (0,1} 1IS0Date or 1ISODateTime

@ YalidUntil (0,1); 1IS0Date or ISODateTime

@ RecurrentPaymertData (0,1 (NbOfPayments, FirstDate, LastDate, Freguency)

« Resources
ChargesRecord

B ChargesRecordld (1,1} UUIDv4Idertifier

@ Amourt (1,13 ActiveCurrencyAndamount

@ Type (0,1 Max3sText

@ Rate (0,1 PercentageRate

@ Tax (0,1 ChargesTax (Amount, Type and Rate)
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B Paymentinitiationld (1,1} UUIDv3dertifier

m PaymentPreAuthorisationld (0,1); ULIDvdldentifier
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@ PaymentType (1,17 Full or Partial or Final
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@ UtimateDebtor (0,1} Mame

@ Debtor (1,1} Partyldertification

@ DebtorAccount (1,1); CashAccountldertification

@ Creditor&gent (1,13 Financiallnstitutionldertification

@ Creditor (1,1 Partyldertification

@ Creditor&ccount (1,13 Cash&ccountldentification

@ UtimateCreditor (0,1} Name

@ RequestedExecutionDate (1,1} ISODate

@ Purpose (0,1) Max35Text

@ UnstructuredRemittance (0,1) Max140Text
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@ tkemaAmourt (1,13 ActiveCurrencyAndaAmount
@ Type (0,1 Max3sText
@ Description (0,1) Max35Text




