What are the Legal and Operational Effects of the PSD3 and PSR?

Author: Kane Sammut Henwood
Editor: Dr.Justine Scerri Herrera
Date: 7" May 2026

What are the New Requirements?

The publication of the PSD3 and PSR package alters the EU payments framework in
numerous ways such as by instituting:

1. A Single Unified Authorisation Framework (PSD3 Article 3 and Annex |)

a. Under PSD2 and EMD2, payment institutions (Pls) and electronic money
institutions (EMIs) operated under separate licensing regimes.

b. PSD3 abolishes this dual-track framework. The issuance of electronic money
is now classified as a payment service (Annex |, Point 8 of PSD3), meaning
all non-bank PSPs, whether providing payment services, issuing e-money, or
both, must now be authorised as payment institutions under a single regime.

2. Verification of Payee (VoP) and IBAN/Name Matching PSR

a. One of the most operationally significant new requirements is the mandatory
Verification of Payee (VoP) service for all credit transfers. Under PSD2, this
did not exist; it was introduced for SEPA instant payments only by Regulation
(EU) 2024/886. The PSR now extends it to all credit transfers.

b. The PSR requires that where a payer initiates a credit transfer, the payer's
PSP must verify whether the unique identifier (typically IBAN) and the name
provided by the payer match the payee's account details. Where a mismatch
is detected, the PSP must notify the payer before authorisation of the
transaction. For legal persons, verification may be performed using a fiscal
number, LEI, or other unambiguous identifier. This service must be offered
free of charge.

3. Enhanced Fraud Liability and Social Engineering/Spoofing
a. Refund obligations have been significantly expanded to include the following:

i.  Where a consumer is defrauded by someone impersonating their PSP
(misusing the PSP's domain name, email address, phone number,
website or app), the PSP is liable for the full amount of the fraudulent
transaction, unless the payer acted fraudulently or with gross
negligence.

ii.  The conditions under which consent was granted including whether it
was obtained through manipulated premises must be considered
when determining liability. Courts and PSPs must consider the
integrity of consent.

iii. PSPs must be able to delay suspicious transactions to allow users
time to identify fraud.

iv.  PSPs must enable customers to set their own transaction limits and to
block payment instruments where fraud is suspected.



v.  Online platforms that fail to remove fraudulent content after being
notified may be held liable to PSPs who have already reimbursed
defrauded customers.

4. Strong Customer Authentication in relation to:

a.

Microenterprises may be treated equivalently to consumers for SCA
purposes;

Technical service providers supporting SCA must comply with specific
requirements, including verification of authentication elements;

Clearer rules on SCA exemptions (e.g. contactless low-value payments,
trusted beneficiaries);

Explicit rules on SCA for digital wallets and mobile payment applications
operating in secure environments.

5. Open Banking/Data Access Interface Requirements (PSR)

a.

b.

Account-servicing PSPs (ASPSPs) must provide access to account data via a
dedicated open banking API interface;

The principle of no-charge access to regulated data is maintained. ASPSPs
cannot charge AISPs/PISPs for access to payment account data as required
by the PSR;

ASPSPs and AISPs/PISPs may agree on contractual terms for
premium/value-added data access (e.g. variable recurring payments) outside
the mandatory free-access regime;

Where a dedicated interface is unavailable, AISPs/PISPs may use the
customer-facing interface as a fallback;

AISPs/PISPs must use the dedicated interface where one is in place, using
the authentication methods provided by the ASPSP.

6. Access to Bank Accounts for Pls (PSD3)

a.

A persistent problem under PSD2 was that credit institutions frequently
refused to open or maintain payment accounts for Pls and EMIs, hampering
their ability to safeguard client funds. PSD3 introduces a strengthened right of
access: credit institutions must provide Pls with access to payment accounts
on a proportionate and non-discriminatory basis, and must provide duly
justified written reasons for any refusal. Pls and applicants for Pl authorisation
have a right of appeal.

7. Direct Participation in Payment Systems (PSD3)

a.

Under PSD2, Pls had limited access to payment systems and were typically
dependent on credit institution intermediaries.

b. PSD3 introduces provisions enabling Pls to apply for direct participation in

C.

d.

payment systems.

System operators may only reject applications on the basis of risk
(settlement, operational, credit, liquidity or business risk) assessed on
objective criteria.

Specific SFD-linked amendments enabling direct participation have a shorter
6-month transposition/application period to accelerate competitive neutrality.



8. Capital and Safeguarding Requirement (PSD3)

a. Initial capital requirements are adjusted for inflation relative to current PSD2
levels;

b. Pls must hold own funds covering payment activity risk on an ongoing basis;

c. Safeguarding requirements are harmonised and strengthened: Pls may
safeguard funds in separate accounts at credit institutions or central banks, or
via insurance/guarantees. Diversification of safeguarding methods is required
to manage concentration risk;

d. Safeguarding information must be disclosed to payment service users,
including the method used and location of funds;

e. Where an e-money PI holds funds received in exchange for e-money, those
funds must be safeguarded from the point of receipt.

What are some of the Regulatory Expectations?

Some Regulatory Expectations for PSPs are:

1.

2.

DORA Alignment (which includes incident reporting, ICT business continuity plans,
and ICT recovery testing)

PSPs are expected to invest in transaction and behavioural monitoring and real-time
intervention capabilities. Fraud liability has shifted under the PSR to show that PSPs
that do not adequately prepare will absorb losses previously borne by customers.
PSPs must implement or connect to a VoP infrastructure for all credit transfers. The
payee-name/unique identifier verification obligation applies 24 months after entry into
force of the PSR to allow system changes.

Transparent communication must be a priority for PSPs who must proactively
communicate security information and inform users of safeguarding arrangements.
Users must be made aware of available dispute resolution, reporting mechanisms,
and rights on insolvency.

Management body members must demonstrate good repute and appropriate
knowledge and experience. Internal governance arrangements must be proportionate
to the nature, scale and complexity of the Pl's business model.

Internal controls for AML/CFT (per Regulation (EU) 2024/1624 and Regulation (EU)
2023/1113) must be embedded into the authorisation application and maintained on
an ongoing basis.

What benefits emanate from PSD3 and PSR?

RS

Harmonisation between Member States

Reduced Fraud

Stronger Consumer Protection

More Competitive Open Banking

Improve Access for Non-Bank PSPs

Regulatory Efficiency due to the Abolishment of the Separate EMI Licence

What is the Timeline for implentation for Existing PSPs under PSD3 and PSR?



Legislation

PSD3 entry into force
PSR entry into force
PSR application date
VoP obligation (PSR)
PSD3 transposition
deadline

Existing PI

grandfathering ends

Existing EMI
grandfathering ends

Upon publication in the Official
Journal (expected mid-2026)

20 days after OJ publication

~21 months after entry into
force

24 months after PSR entry into
force

18 months after entry into force

27 months after PSD3 entry
into force

27 months after PSD3 entry
into force

PSD2 (Current Regime) PSD3 / PSR (New Regime)

Starts the transitional clock for
Pls, EMIs and all transitional
provisions

Conduct rules begin to apply
after 21-month transition

Most PSR conduct obligations
become directly applicable

Extended window for system
changes

Member States must
implement into national law

Existing PSD2-authorised Pls
must comply with PSD3 or be
suspended

EMIs must transition to new PI
framework or be suspended

Transitional Provisions for Existing Payment Institutions (Article 44 - PSD3):

Payment institutions currently authorised under Article 11 of PSD2 (Directive (EU)
2015/2366) are granted a grandfathering period under Article 44 of PSD3. They may
continue operating without seeking new authorisation for the first 27 months after PSD3

enters into force.

However, within that period existing Pls must submit to their NCA all information necessary

for the NCA to assess:

e Whether the Pl complies with the specific requirements under Article 3(3) of PSD3
(governance, ICT, safeguarding, security, AML/CFT arrangements); and

e Whether, if it does not comply, what measures are needed to ensure compliance, or
whether the authorisation should be withdrawn.

Existing Pls that comply upon review are deemed authorised under Article 13 of PSD3 and
entered into the new EBA register. Those that do not comply by the 27-month deadline are
suspended until compliance is confirmed. Where the NCA already has evidence of
compliance, automatic re-authorisation is available without a formal submission.

Transitional Provisions of Existing EMIs (Article 45 - PSD3):

Electronic money institutions currently operating under Directive 2009/110/EC (EMD2) are
covered by Article 45 of PSD3. Under the new framework, the separate EMI licence ceases



to exist thus, EMIs must transition to becoming a 'payment institution authorised to issue
e-money' (i.e. a Pl within Annex |, Point 8 in scope).

Existing EMIs may continue their activities for up to 27 months after PSD3 enters into force
without new authorisation. During this period, they must submit information to their NCA
demonstrating compliance with PSD3's requirements (specifically Article 3(3)). The NCA
then assesses whether the EMI:

e Complies with Title Il of PSD3 and should be deemed authorised as a Pl (and
entered in the EBA register); or

e Does not comply, in which case measures must be taken or the authorisation
withdrawn.

EMIs that enjoyed small e-money institution waivers under Article 9 of EMD2 have a similar
transitional period, with the option to seek an exemption under Article 34 of PSD3 or to seek
full authorisation.

How does the new Framework apply to a Pl or EMI?

The most fundamental structural change in PSD3 for Pls and EMIs is the merger of the two
licensing regimes. Under PSD2 and EMD2, Pl and EMI authorisations were issued under
separate Directives with different capital requirements, safeguarding rules, and authorisation
criteria. PSD3 abolishes the standalone EMI licence.

Legislation PSD2 (Current Regime) PSD3 / PSR (New Regime)

Licensing regime Separate Pl licence (PSD2) Single Pl licence covering all
and EMI licence (EMD2) payment services including
e-money issuance (PSD3)

E-money issuance Separate EMI authorisation Included as payment service
required under EMD2 (Annex |, Point 8 of PSD3) and
covered by Pl licence

Conduct rules Primarily in PSD2 (Directive) In the PSR (directly applicable
Regulation which is uniform
across all Member States)

Capital requirements = Separate initial capital Unified initial capital
thresholds under PSD2 and requirements under PSD3,
EMD2 adjusted for inflation
Safeguarding Separate regimes under PSD2 = Unified safeguarding
and EMD2 framework under PSD3; central
bank option included
Passporting Available under both PSD2 and = Maintained under PSD3 with
EMD2 harmonised notification and

register processes



MiCA interaction Not yet addressed (MiCA Streamlined dual-authorisation
post-dates PSD2) process for CASPs applying for
Pl authorisation under PSD3

New Specific Capital Requirements for the Pl + E-Money Activity

Under PSD3, Pls issuing e-money must hold initial capital and maintain own funds as
required by Article 5. Crucially, a Pl issuing e-money that also provides other payment
services must ensure the own funds held for Points 1-5 services are kept separate from
those required for e-money issuance activities. This prevents cross-subsidisation and
ensures adequate capital is ring-fenced for each activity.

New Specific Safeguarding for the Pl + E-Money Activity

A Pl issuing e-money must safeguard funds received in exchange for e-money from the
point of receipt. This is a tighter obligation than under EMD2, where safeguarding was
sometimes only required once e-money had been issued. The PSR's harmonised
safeguarding rules apply equally to Pls issuing e-money as to other Pls offering payment
services.

What steps should firms should take next to ensure PSD3 compliance?

e Map existing governance, ICT, safeguarding, AML/CFT and capital arrangements
against PSD3 Article 3(3) requirements and DORA obligations.

e Begin preparing updated authorisation documentation including DORA-compliant ICT

frameworks, revised safeguarding policies, and updated capital assessments before
the deadline.

e Assess technical infrastructure for VoP compliance. While the obligation applies 24
months after PSR entry into force, system changes take time.

e Review and upgrade transaction monitoring and fraud prevention capabilities. The
liability shift under the PSR is commercially significant.

e CASPs offering or planning payment-related services should map activities against
both MiCA and PSD3/PSR and engage early with NCAs.

More about MK Fintech Partners
Ltd.

Michael Kyprianou Fintech Partners Ltd. is a Maltese company providing services in
the FinTech sector. It comprises a team of dedicated experts who provide services
such as Legal Advisory, Crypto Licensing, Token Issuers’ Licensing, Investment
Services Licensing, and registrations of activities related to Fintech, Crypto,


https://mkfintechpartners.com/services-crypto-licences/
https://mkfintechpartners.com/services-token-issuers/
https://mkfintechpartners.com/investment-services-regulatory-corporate/
https://mkfintechpartners.com/investment-services-regulatory-corporate/
https://mkfintechpartners.com/services-fintech-financial/
https://mkfintechpartners.com/services-crypto-licences/

Blockchain & Data Protection, Investment Funds Services & Banking, Company
Incorporations, and M&As.

MK Fintech Partners forms part of the Michael Kyprianou Group, a top tier
international legal and advisory firm. It has established an enviable reputation as a
broad-based legal practice over the years. Mainly by keeping at heart its principle to
always exceed its clients’ expectations. MK has grown to become one of the largest
law firms in Cyprus with offices in Nicosia, Limassol and Paphos. The MK Group’s
international presence also includes fully-fledged offices in Greece (Athens and
Thessaloniki), Malta (Birkirkara), Ukraine (Kiev), the United Arab Emirates (Dubai),
United Kingdom (London), Israel (Tel Aviv), and Germany (Frankfurt).

How can we help?

If you are a regulated CASP or Financial Institution and require support navigating
through this complex regulatory environment and new regulatory requirements
please do not hesitate to reach out to us at contactmkfintech@kyprianou.com.

The content of this article is valid at the date of its first publication. It intends to
provide a general guide to the subject matter and does not constitute legal advice.
We recommend that you seek professional advice on a specific matter before acting
on any information you read. For further information, contact us at MK Fintech
Partners via email at contactmkfintech@Kkyprianou.com or by telephone +356 9905
6793.
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https://mkfintechpartners.com/services-ancillary-crypto-fintech/
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https://mkfintechpartners.com/services-mergers-acquisitions/
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