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SUBJECT MATTER Transaction Risk Analysis (TRA) exemption – Time period for calculation of initial fraud
rate

QUESTION What is the relevant time period to use when calculating the initial fraud rate for use
when the Strong Customer Authentication (SCA) comes into force?

BACKGROUND ON THE
QUESTION

The relevant time period for calculating the fraud rate that will determine if a Payment
Service Provider (PSP) can apply the TRA exemption on the day SCA comes into force
is unclear. There are 2 main options: (1) all PSPs will have a clean slate (i.e. 0%) fraud
rate on day one and be able to apply the TRA exemption for the first quarter without
restriction; or (2) the fraud rate on day zero is calculated based on the previous 3
months occurrences of fraud before PSPs have had the opportunity to apply SCA or
the exemptions.

EBA ANSWER Article 19(1) of the Commission Delegated Regulation (EU) 2018/389 states that “the
overall fraud rate for each type of transaction shall be calculated as the total value of
unauthorised or fraudulent remote transactions, whether the funds have been
recovered or not, divided by the total value of all remote transactions for the same
type of transactions, whether authenticated with the application of strong customer
authentication or executed under any exemption referred to in Articles 13 to 18 on a
rolling quarterly basis (90 days)”. The Delegated Regulation shall apply from 14
September 2019 and there are no transitional arrangements with regard to the
calculation of the fraud rate. Accordingly on day 1 of the application of the Delegated
Regulation, payment service providers intending to apply the transaction risk analysis
exemption, would need to have on 14 September 2019 an overall fraud rate for card
payments or credit transfers below the reference fraud rates provided in the Annex to
the Delegated Regulation. The rate should be calculated in accordance with Article 19
of the Delegated Regulation, namely the total value of all unauthorised or fraudulent
transactions divided by the total value of all payment transactions for card payments
or credit transfers respectively, irrespective of whether Strong Customer
Authentication (SCA) has been applied or not, based on the data for the preceding
(calendar) quarter.

LINK https://eba.europa.eu/single-rule-book-qa/-/qna/view/publicId/2018_4044
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