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Part 1
Definitions, Scope, Supervision, Payment Systems

Section 1 — Definitions; exemptions for certain payent institutions



(1) Payment service providers are:

1. credit institutions within the meaning of Article(#) of Directive 2006/48/EC of the
European Parliament and of the Council of 14 JW 2elating to the taking up and
pursuit of the business of payment institutions (Y7, p. 1) which are entitled to do

business in Germany,

2. electronic money institutions within the meaningioficle 1 (b) and Article (2) (1) of
Directive 2009/110/EC of the European Parliament@ithe Council of
16 September 2009 on the taking up, pursuit offaodential supervision of the business
of electronic money institutions (OJ L 267, 10.1@Q, p. 7),

3. the Federation, thiedander, the local authorities and local authority assoare, and

indirect federal antlanderadministrative bodies unless they exercise sogeneower,

4. the European Central Bank, the Deutsche Bundesinashther central banks in the
European Union or the other Contracting Partidh@oAgreement on the European
Economic Area if they are not acting in their capyaas monetary authority or other
public authority, and

5. enterprises that provide payment services eithemoercially or on a scale that requires a
commercially equipped business operation withollinfaunder numbers 1 to 4 (payment

institutions).
(2) Payment services are:

1. services enabling cash to be placed on a paymeauator enabling cash withdrawals
from a payment account, as well as all the opearatiequired in order to operate a
payment account (deposit and disbursement busjness)

2. the execution of payment transactions, includiaggfers of funds to a payment account
with the payment service user’s payment servicgiges or with another payment service

provider by:
a) the execution of direct debits, including one-afedt debits (direct debit business),

b) the execution of credit transfers, including stagdirders (credit transfer business),



c) the execution of payment transactions by meangafyenent card or a similar

payment instrument (payment card business),
without the granting of credit (payment transaction

3. the execution of the payment transactions stipdlateler number 2 involving the
extension of credit within the meaning of sectiosuBsection (3) (payment business

involving the extension of credit),

4. issuing payment authentication instruments or atogpnd settling payment transactions

triggered by payment authentication instrumentgrfgnt authentication business),

5. the execution of payment transactions where theerrof the payer to execute a
payment transaction is communicated by means otedeagommunication, digital or IT
device and the payment is made to the telecommiimigdT system or IT network
operator, provided that the operator is acting @ashan intermediary between the payment

service user and the supplier of the goods or ses\(digitised payment business), and

6. services where funds are received from the payénput a payment account being
created in the name of a payer or a payee, fosdleepurpose of transferring a
corresponding amount to the payee or to anothenpaiservice provider acting on
behalf of the payee, or where the amount is redeovebehalf of and made available to
the payee (money remittance business).

(2a) Institutions within the meaning of this Acegrayment institutions within the meaning of
subsection (1) number 5 and electronic money irigiits within the meaning of section 1la

subsection (1) number 5.

(3) A payment account is an account held in theenahone or several payment service users
and serving the execution of payment transactidnswshows the accounts receivable and
accounts payable between the payment service nde¢ha payment service provider within
the business relationship as expressed in the uk$or accounting purposes, and

determines the payment service user’s respectamnan the payment service provider.

(4) A direct debit is a payment transaction ingaby the payee debiting the payer’s payment
account, in which the payer gives his/her consetité payee, the payee’s payment service

provider or the payer’'s own payment service provide



(5) A payment authentication instrument is any peasised instrument or procedure that is
agreed between the payment service user and timegodgervice provider for the issue of

payment orders and is used by the payment sersgeta initiate a payment order.

(6) A payment system within the meaning of this &ca system for processing, clearing,
netting and executing payment transactions on éiseskof a formal agreement with common
rules entered into by a party that operates theesygoperator) and at least three participants
for transferring funds; any netting and clearinficef central contracting party or clearing
house that is independent of the operator shabeabunted. Only payment service

providers may participate.

(7) An agent within the meaning of this Act is dagal or natural person acting as an
independent businessperson providing payment &sraic behalf of payment institution or
an electronic money institution. The agent’s actiare assigned to the payment institution or

electronic money institution.

(8) Directors within the meaning of this Act are@sle natural persons who are appointed
according to law or articles of association to nggnéne business of and represent a payment
institution or an electronic money institution ongged in the legal form of a legal person or a
commercial partnership. In exceptional cases, #daefal Financial Supervisory Authority
(BaFin) may also revocably designate as directothear person entrusted with managing the
business and representing it if said person isvikurghy and has the requisite professional
qualifications. Where the designation of a persodieector is based on an application by the
payment institution or electronic money institutitims designation shall be revoked at the
request of the payment institution or the electtanoney institution or the director.

(9) A major holding within the meaning of this Astdeemed to exist if at least 10 per cent of
the capital or of the voting rights of a third-paenterprise is held in the owner’s own or
another’s interest, either directly or indirectig wne or several subsidiaries or a similar
relationship or in cooperation with other personsmterprises, or if significant influence can
be exerted over the management of another enter@estion 1 subsection (9), second to

fourth sentences, of the Banking Act shall be agpéiccordingly.

(9a) Initial capital within the meaning of this Astthe tier 1 capital in section 10 subsection

(2a), first sentence, numbers 1, 2, 3, or 6 oBheking Act.



(9b) Secure, low-risk assets within the meaninthsf Act are asset items falling into a
category set out in Table 1 of point 14 of Annéa Directive 2006/49/EC of 14 June 2006
on the capital adequacy of investment firms anditiestitutions as amended by Article 1

(1) (b) of Commission Directive 2009/27/EC of 7 A@009 amending certain Annexes to
Directive 2006/49/EC of the European Parliament@airtie Council as regards technical
provisions concerning risk management (OJ L 94.412809, p. 97) for which the specific
risk capital charge is no higher than 1.6 per deuit.excluding other qualifying items
pursuant to point 15 of that Annex. Secure, low-gassets within the meaning of this Act are
also units in an undertaking for collective investrnin transferable securities (UCITS) which
invests solely in assets as specified in the $estence.

(10) The following are not payment services:

1. payment transactions made exclusively in cash ilréom the payer to the payee,

without any intermediary intervention,

2. payment transactions from the payer to the paye@ eommercial agent or central settler
authorised to negotiate or conclude the sale arthase of goods or services on behalf of

the payer or the payee,

3. professional physical transport of banknotes amadscancluding their collection,
processing and delivery,

4. services where cash is provided by the payee tpdier as part of a payment transaction
following an explicit request by the payment seeviser just before the execution of the

payment transaction through a payment for the adepn of goods or services,
5. money exchange business settled in cash,

6. payment transactions based on any of the followlimguments drawn on the payment

service provider with a view to placing funds a thsposal of the payee:

a) a paper-based cheque within the meaning of the @&hAqt or a similar paper-based
cheque under the laws of another Member StateeoE thropean Union or another
Contracting Party to the Agreement on the Eurofgamomic Area,



b) a paper-based bill of exchange within the meanfrigeBills of Exchange Act or a
similar paper-based bill of exchange under the lafnamother Member State of the
European Union or another Contracting Party toAbeement on the European

Economic Area,
c) a paper-based voucher,
d) a paper-based traveller's cheque, or
e) a paper-based postal money order as defined Qyrihersal Postal Union,

7. payment transactions carried out within a paymesstourities settlement system
between settlement agents, central counterpactesing houses or central banks and
other participants of the system, and payment semioviders,

8. payment transactions related to securities aspats® carried out by enterprises falling
under number 7 or by credit institutions, finangafvices institutions or investment
management companies as part of their licence uhdddanking Act or under the

Investment Act,

9. services provided by technical service providetsictv support the provision of payment
services, without them entering at any time integassion of the funds to be transferred,
such as the processing and storage of data, trdgtravacy protection services, data and
entity authentication, IT and communication netwpr&vision, provision and

maintenance of terminals and devices used for paysevices,

10. services based on instruments that can be usedjtira goods or services only in the
premises used by the issuer or under a commegretément with the issuer either for the
acquisition within a limited network of service prders or for the acquisition of a limited

range of goods or services,

11.payment transactions executed by means of anyotalecinication, digital or IT device,
if the goods or services are delivered to andabeetused through a telecommunication,
digital or IT device, provided that the operatotlod telecommunication, digital or IT
system or IT network does not act only as an inggliary between the payment service

user and the supplier of the goods and services,



12. payment transactions executed between paymentseaxoviders for their own account
or between their agents or branches for their cvaoant,

13. payment transactions within a group or between negsbf an undertaking belonging to

the same group,

14.services by service providers that have not comdwdframework contract with
customers, in which funds are withdrawn by mearsubdmated teller machines acting
on behalf of one or more card issuers, on condttiahthese providers do not provide any

other payment services, and

15.non-professional cash collection and delivery wittiie framework of a non-profit or
charitable activity.

(11) Sections 11, 14, 15, 17, 17a, 20, 21, 29 &adshall not be applied to payment
institutions that have a licence within the mearohgection 32 subsection (1), first sentence,

of the Banking Act insofar as the Banking Act camsaan arrangement identical in substance.

(12) The payment services of the KreditanstalMiliederaufbau shall not be regarded as

payment services within the meaning of this Act.

Section 1a — Additional definitions for the busines of electronic money issuance;

exemptions for certain electronic money institutiors
(1) Electronic money issuers are:

1. credit institutions within the meaning of Article(#) of Directive 2006/48/EC of the
European Parliament and of the Council of 14 JW 2elating to the taking up and
pursuit of the business of payment institutions (A¥7 of 30.6.2006, p. 1) stated in
section 1 subsection (1) number (1) which areledtib do business in Germany,

2. the Federation, thiednder, the local authorities and local authority asstanes, and

indirect federal antlanderadministrative bodies insofar as they act as dipahthority,

3. the European Central Bank, the Deutsche Bundesrashkther central banks in the
European Union or the other Contracting Partidh@oAgreement on the European
Economic Area if they are not acting in their cajyaas monetary authority or other

public authority,



4. the Kreditanstalt fir Wiederaufbau,

5. enterprises conducting the business of electrowicay issuance, without falling under

numbers 1 to 4 (electronic money institutions).
(2) The electronic money business is the issuahe&otronic money.

(3) Electronic money is all electronically, incladi magnetically, stored monetary value as
represented by a claim on the issuer which is éssuereceipt of fund for the purpose of
making payment transactions within the meaningeofien 675f subsection (3), first
sentence, of the Civil Code and which is accepted batural or legal person other than the

issuer.

(4) Average outstanding electronic money is theaye total amount of financial liabilities
related to electronic money in issue at the engbgch calendar day over the preceding six
calendar months, calculated on the first calendgrad each calendar month and applied for

that calendar month.

(5) Electronic money within the meaning of this A&hot a monetary value

1. stored on devices within the meaning of sectionldsection (10) number 10, or
2. used for payment transactions under section 1 stibeg10) number 11.

(6) An electronic money agent is any natural oalggerson working as an independent
business operator distributing and redeeming @eitrmoney on behalf of an electronic

money institution.
Section 2 — Permitted and prohibited transactionsdr payment institutions

(1) An institution may not commercially, or on akxthat requires a commercially equipped
business operation, accept deposits or other repafiands from the public outside the limits
of subsections (1a) and (2) and its licence unéetian 8 subsection (1), first sentence, or

section 8a subsection (1), first sentence.

(1a) Funds which an electronic money institutiorerees for the purposes of issuing
electronic money shall be exchanged by the electoney institution for electronic money
without delay. Such funds shall not constitute éd#gsar other repayable funds received from



the public within the meaning of section 1 subset(il), second sentence, number 1 of the
Banking Act if the issuance of the electronic mopegurs at the same time or without undue
delay after the receipt of the funds to be paidiiexchange for the issuance of electronic
money. Electronic money and the credit balanceéngrigom the issuance of electronic
money may not bear interest or be granted othegflismssociated with the duration of the
holding period.

(2) Insofar as an institution keeps payment accofortpayment service users under the terms
of the licence under section 8 subsection (1) iemtence, or section 8a subsection (1), first
sentence, the institution may solely perform thesaent of payment transactions via these
accounts. Credit balances on payment accounts &lerad by the institution may not bear
interest. The funds received by an institution fribia payment service users for the execution
of payment transactions shall not be regarded pssits or other unconditionally repayable
funds from the public within the meaning of sectloaubsection (1), second sentence,
number 1 of the Banking Act or as electronic money.

(3) Under the terms of its licence under secti@ul@section (1), first sentence, or section 8a
subsection (1), first sentence, an institution maly grant credit pursuant to section 19 of the
Banking Act to payment service users in relatiopagment services within the meaning of
section 1 subsection (2) numbers 3 to 5, provitiat t

1. the granting of the credit is carried out as arilkmg activity and is carried out

exclusively in the context of the execution of gpant transaction,

2. aterm of no longer than 12 months is agreed irctedit agreement and the loan is to be
repaid in full within 12 months, and

3. the loan is not extended from the funds receivelgetd for the purpose of executing a

payment transaction.

The first sentence shall apply accordingly to e@at money institutions subject to the
proviso that the credit is not granted from thedsineceived or held for the purpose of issuing
electronic money either. A loan extended in conmae&with the conditions set out in the first
and second sentences shall not be regarded asddnasiness within the meaning of section
1 subsection (1), second sentence, number 2 &ahking Act, if it is granted by an

institution that is not licensed to operate a lagdiusiness as a credit institution. In this case



the payment institution shall, before concludingpasumer loan agreement or an agreement
for remunerated financial accommodation, verify ¢heditworthiness of the consumer. The
basis may be provided by information from the comsuand, where necessary, information
from bodies which professionally collect, save mead, for the purpose of transmission,
personal data which may be used to evaluate consuaneditworthiness. In the case of a
change to the net loan amount, the informationl §lealipdated. In the event of a substantial
increase in the net loan amount, creditworthinbesdl be re-evaluated. The provisions on the

protection of personal data shall remain unaffected
Section 3 — Supervision and decision-making in casef doubt
(1) BaFin shall exercise supervision over institas under the provisions of this Act.

(2) BaFin may, as part of its statutorily assigteesks, issue orders to institutions and their
directors that are appropriate and necessary poatprevent violations of regulatory
provisions or to prevent or overcome undesirableli@ments at an institution which could
endanger the safety of the assets entrusted taghition or could impair the proper
conduct of the payment services or the proper ccinofithe business of electronic money

issuance.

(3) BaFin and the Deutsche Bundesbank shall wag&ther in accordance with this Act;
section 7 of the Banking Act shall apply accordyngl

(4) In cases of doubt, BaFin shall decide whethegrgerprise is subject to the provisions of

this Act. Its decisions shall be binding on theeotadministrative authorities.

Section 4 — Action against unauthorised payment seces as well as the unauthorised
conduct of the business of electronic money issuanc

(1) Where payment services are provided withoutittemce required under section 8
subsection (1) (unauthorised payment serviced)mbutsiness of electronic money issuance
is conducted without the licence required undetiese®a subsection (1) (unauthorised
conduct of business of electronic money issuai@a&fjn may order the enterprise as well as
its shareholders and the members of its governialiels to cease business operations
immediately and to settle this business withoutugndelay. It may issue instructions for the
settlement of the business and appoint a suitadskop as the liquidator. It may announce the

measures under the first and second sentencesded section 23a; personal data may only



be published insofar as this is necessary for tinpgse of threat prevention. BaFin’'s powers
under the first to third sentences shall also apphglation to the enterprise involved in the
initiation, conclusion or settlement of these tamt®ons as well as in relation to its

shareholders and the members of its governing bodie

(2) The liquidator shall be authorised to file dipen for the initiation of insolvency
proceedings over the enterprise’s assets. Sechiaul3section (3) of the Banking Act shall

apply accordingly.

(3) The liquidator shall receive appropriate renratien and reimbursement of his/her
expenses. The amounts paid shall be refunded $elyaimBaFin by the enterprise concerned
and, at BaFin’s request, paid in advance. BaFin imstyuct the enterprise concerned to pay
the amount set by BaFin directly to the liquidatarBaFin's behalf if there is no reason to

suspect that this may affect the liquidator’s irelegence.

Section 5 — Prosecution of unauthorised payment seces as well as the unauthorised

conduct of business of electronic money issuance

(1) An enterprise about which it is establishedloout which facts are known which warrant
the assumption that it is providing unauthoriseghpent services, is conducting the business
of electronic money issuance without authorisatiothat it is, or has been, involved in the
initiation, conclusion or settlement of unauthodig@yment services or the unauthorised
conducting of the business of electronic moneyassa, the members of its governing
bodies, the shareholders and the employees oétiésprise shall, on request, provide
information about all of the business activitiesl @abmit documentation to BaFin and the
Deutsche Bundesbank. A member of a governing bedirareholder or an employee shall,
upon request, provide information and submit doquateon even after they have left the

governing body or the enterprise.

(2) BaFin may carry out inspections on the premigeke enterprise as well as on the
premises of the persons and enterprises obligptbtade information and submit
documentation under subsection (1) insofar assmecessary to determine the nature or
volume of the business or activities; it may ertthe Deutsche Bundesbank with the task of
carrying out such inspectiongo this end, BaFin’s staff and the staff of thaudehe
Bundesbank may enter and inspect such premisasgdondlinary office and business hours.
In order to prevent imminent risks to public orded safety, they shall be authorised to enter



and inspect these premises outside ordinary offntebusiness hours as well, and may enter
and inspect premises which also serve as livingraatodation; the basic right in Article 13

of the Basic Law shall be limited in this respect.

(3) The staff of BaFin and the Deutsche Bundeslmaak search the premises of the
enterprise and persons and enterprises obligemtade information and submit
documentation under subsection (1). During thectetlre staff may, for the purpose of
seizing items within the meaning of subsection #5p search the persons obliged to provide
information and submit documentation. The basibtrig Article 13 of the Basic Law shall be
limited in this respect. Searches of business mesmnd persons shall be ordered by the
court except in the event of imminent danger. Sessof premises which serve as living
accommodation shall be ordered by the court. Tihepebtent court shall be the local court in
whose district the premises are located. An apped be lodged against the court decision;
sections 306 to 310 and 311a of the Code of Crinfitnacedure shall apply accordingly. A
written record shall be made of the search. It mpstify the responsible official agency, the
reason, time and place of the search, its outcardgifano court order was issued, the facts

substantiating the presumption of imminent danger.

(4) The staff of BaFin and the Deutsche Bundeslmaayk seize items which could be of
importance as evidence in determining the facth®tase.

(5) The persons concerned shall tolerate measakes under subsections (2) and (3), first
sentence, as well as subsection (4). The persageolkto provide information may refuse to
answer such questions that would expose him/henef his/her relatives as designated in
section 383 subsection (1) numbers 1 to 3 of theee@d Civil Procedure to the risk of

criminal prosecution or proceedings under the Adstiative Offences Act.

(6) Subsections (1) to (5) shall apply accordirtglpther enterprises and persons, provided
that

1. facts are known which warrant the assumption they aire involved in the initiation,
conclusion or settlement of payment services obtigness of electronic money issuance

which are being provided in another state contrary prohibition that applies there, and

2. the competent authority of the other state filesmesponding request with BaFin.



Section 6 — Confidentiality requirement

Persons employed by BaFin and persons commissiamiet section 4 subsection (3) of the
Financial Services Supervision Act, supervisorsoagpd under section 16 subsection (2),
second sentence, number 3, liquidators appointddrusection 4 subsection (1), second
sentence and persons employed by the Deutsche &wande insofar as they are acting to
implement this Act, may not, without authorisatidigclose or make use of facts, especially
commercial and trade secrets, which have becomerkitmthem in the course of their
activity and the confidentiality of which is in th&erests of the institution or a third party,
not even after they have left such employment eir thctivity has ended. Section 9
subsection (1), second to eight sentences, aneécidns (2) of the Banking Act shall apply

accordingly.
Section 7 — Access to payment systems
(1) The operator of a payment system may neitlrectly nor indirectly

1. hinder the access of payment service providersnpayservice users or similar payment
systems to the payment system by imposing resteictbonditions or using other

disproportionate means,

2. treat payment service providers, payment servieesus similar payment systems
differently with respect to their rights and obligas as participants in the payment

system without any objective justification, or

3. restrict payment service providers, payment senyggs or similar payment systems with

respect to the institutional status of the paynsentice provider.

(2) The operator of a payment system may lay doyeabive conditions for participation in a
payment system insofar as these are necessarfgtbiedly protect the financial and
operational stability of the payment system angravent the risks connected with
participation in a payment system. These riskd #fzlide operational risk, settlement risk

and business risk.

(3) Before joining and while participating in a pagnt system, every payment service
provider and every other payment system must sbdhet operator and to the other

participants in the payment system that its owaragements meet the payment system



operator’s objective conditions for participationtne system within the meaning of

subsection (2).
(4) Subsection (1) shall not apply to:
1. the systems designated in section 1 subsectioroflie Banking Act,

2. payment systems that exist exclusively between payiservice providers belonging to a
corporate group, provided that the individual emtises are linked by capital, and one of
the associated enterprises exercises effectiveataver the others, or to payment

systems that exist within an undertaking belongmthe same group,

3. payment systems where a sole payment service mmwidhether as a single legal entity

or as a group

a) acts or may act as the payment service providdsdtr the payer and the payee and is

exclusively responsible for the management of fts¢esn, and

b) licences the other payment service providers togyaate in the system, provided that
the other payment service providers have no riginegotiate fees amongst
themselves in relation to the payment system, ahdhey may establish their own

pricing in relation to payers and payees.

(5) Whoever violates subsection (1) shall be obligewithdraw the restriction on the person
concerned, and to cease and desist if there skafirepetition. Whoever intentionally or
negligently violates the first sentence shall bigekl to reimburse the person concerned for

the damage thus caused. Recourse to the ordinaris@hall be open for these claims.

(6) The tasks and competencies of the antitrusioaities under the Act against Restraints of
Competition shall remain unaffected. The antitaughorities shall strive for a uniform
interpretation of this Act which ensures consisyewih the Act against Restraints of

Competition.



Part 2

Licence, Major Shareholders

Section 8 — Licence for payment institutions

(1) Anyone wishing to provide payment services gr@any as a payment institution

commercially, or on a scale that requires a comiallyequipped business operation,

requires a written licence from BaFin. Section B@section (4) of the Administrative

Procedures Act shall be applied.

(2) In addition to the provision of payment sergicthe licence shall also cover:

the provision of operational and closely relatediléary services; ancillary services are
services for ensuring the execution of paymentstations, foreign exchange services,
services for ensuring data privacy, data storagi, processing and custodial services,

provided that these services do not involve acogpteposits,

. the operation of payment systems in accordanceseittion 7, and

business activities other than the provision ofrpant services, having regard to

applicable Community and national law.

(3) The licence application must contain the follegvinformation and evidence:

1.

2.

the business model setting out in particular tipe tgf payment services envisaged,

the business plan including a forecast budget Glon for the first three financial years
which demonstrates that the applicant is able tpleyrthe appropriate and proportionate

systems, resources and procedures to operate goundl

evidence that the payment institution has the ameofinitial capital under section 9
number 3 at its disposal,

a description of measures to comply with the sadedjung requirements in section 13,

a description of the applicant’'s governance arrareggs and internal control

mechanisms, including administrative, risk manageread accounting procedures,



10.

11.

12.

which demonstrates that these governance arranggneentrol mechanisms and

procedures are proportionate, appropriate, soudddaquate,

a description of the internal control mechanismgtvithe applicant has introduced in
order to comply with the requirements in sectionid2zhe Money Laundering Act and in
Regulation (EC) No 1781/2006 of the European Pa#diat and of the Council of 15
November 2006 on information on the payer accomipgnyansfers of funds (OJ L 345,

p- 1),

a description of the applicant’s structural orgatia, including, where applicable,
descriptions of the planned use of agents and bean@as well as a description of
outsourcing arrangements, and a description dfyfhe and form of its participation in a

national or international payment system,

the identity of the major shareholders, the sizéheir holding, and evidence that they
meet the standards that must be applied in theesteof ensuring the sound and prudent
management of the payment institution; sectionubssction (1), fourth sentence, of the

Banking Act shall apply accordingly,

the identity of the directors, the persons resgmegor the management of the payment
institution and, insofar as this involves entemgsishat engage in other business activities
alongside the provision of payment services, thegres responsible for the management
of the payment services activities of the paymestitution. The application must include
evidence that the aforementioned persons are toutyvand possess the appropriate
theoretical and practical knowledge and experieageovide payment services. The
applicant must appoint at least two directors; @inector is sufficient for small payment

institutions,

where applicable, the names of the auditors oatireual financial statements and

consolidated financial statements,
the applicant’s legal status and the articles sbeaisition, and

the address of the applicant’s head office or teggsl office.

(4) BaFin shall inform the applicant whether tleehice has been granted or refused within

three months of receipt of the complete application



(5) BaFin may issue the licence subject to conalétithat must be in line with the purpose
pursued by this Act. It may also, in line with tipisrpose, restrict the licence to individual
payment services. Where the payment institutiorukaneously pursues other business
activities, BaFin may impose the condition thathall hive off these transactions or form a
separate enterprise for the payment service bissiffesaid transactions impair or could
impair the payment institution’s financial soundnes the possibilities for auditing it.

(6) The payment institution shall notify BaFin wotht delay of any materially or structurally
substantial change in the actual or legal circuntss, insofar as it affects the correctness of

the information and evidence submitted under suluse(3).
(7) BaFin shall announce the granting of the lieeimcthe Federal Gazette.

(8) Insofar as a licence under subsection (1)dsired to provide payment services, the
entries in public registers may only be effectegrdof of the licence is provided to the

registration court.
Section 8a — Licence for electronic money institutns

(1) Anyone wishing to conduct the business of ettt money issuance in Germany as an
electronic money institution shall require a writiecence from BaFin. Section 37 subsection
(4) of the Administrative Procedures Act shall pplaed.

(2) In addition to the provision of the busines®lgfctronic money issuance, the licence under

subsection (1) shall also cover:
1. the provision of payment services within the megrahsection 1 subsection (2),

2. the granting of credit in accordance with secti®uBsection (3) and section 12a
subsection (1), second sentence,

3. the provision of operational and closely relatediléary services related to the issuance of
electronic money or the provision of payment sawiwithin the meaning of section 1

subsection (2),

4. the operation of payment systems within the meaafrsgction 1 subsection (6), without
prejudice to section 7,



5. business activities other than the issuance ofrel@ic money in the framework of the
applicable Community and national legislation.

(3) Section 8 subsection (3) numbers 2, 5, 6, 8l&nt 12 are to be applied accordingly to
the content of the licence application. The liceapplication must additionally contain the

following information and evidence:

1. the business model setting out in particular sseance of electronic money envisaged as

well as the type of payment services envisaged,

2. evidence that the electronic money institution th@samount of initial capital under

section 9a number 1 at its disposal,

3. adescription of measures to comply with the sadedjng requirements in section 13a,
and, insofar as payment services are providedsafegguarding requirements in section 13

as well,

4. a description of the applicant’s structural orgatia, including, where applicable, a
description of the planned use of electronic maaggnts and branches, and, insofar as
payment services are provided, a description afauting arrangements and a
description of the type and form of its participatin a national or international payment

system, as well as

5. the identity of the directors, the persons resgmador the management of the electronic
money institution and, insofar as this involvesegptises that engage in other business
activities alongside the provision of payment seggiand the issuance of electronic
money, the persons responsible for the issuanetcfronic money and the provision of
payment services of the electronic money institutithe application must include
evidence that the aforementioned persons are toutyvand possess the appropriate
theoretical and practical knowledge and experi¢adgsue electronic money and provide
payment services. The applicant shall appointestlevo directors; one director is

sufficient for small electronic money institutions.
Further procedures shall be governed by sectiarb8extions (4) and (7).

(4) BaFin may issue the licence subject to conadiitithat must be in line with the purpose

pursued by this Act. Where the electronic monetituntgson simultaneously pursues other



business activities, BaFin may impose the conditnan it shall hive off the provision of
payment services or the other transactions or Boeaparate enterprise for the business of
electronic money issuance, if these impair or camlpair the payment institution’s financial

soundness or the possibilities for auditing it.

(5) The electronic money institution shall notifgBn without delay of any materially and
structurally substantial change in the actual wyal circumstances, insofar as it affects the
correctness of the information and evidence subdhiinder subsection (3), first and second

sentences.

(6) Insofar as a licence under subsection (1)dsired to carry out the business of electronic
money issuance, the entries in public registers omy be effected if proof of the licence is

provided to the registration court.

Section 9 — Refusal of the licence for payment ingitions

The licence to provide payment services shall besed if:

1. the applicant is not a legal person or a commepaehership,

2. contrary to section 8 subsection (3), the applicatioes not contain sufficient

information or documents,

3. the funds required for business operations, inqdar sufficient initial capital within the
meaning of section 1 subsection (9a) are not adailaithin Germany; the following

must be available as initial capital:

a) an amount equivalent to at least €20,000 in the oApayment institutions which

only provide the payment services stated in sedtisanbsection (2) number 6,

b) an amount equivalent to at least €50,000 in the odpayment institutions which

only provide the payment services stated in sedtisabsection (2) number 5,

c) an amount equivalent to at least €125,000 in tke chpayment institutions which

provide the payment services referred to in sedisabsection (2) numbers 1 to 4.



Insofar as a payment institution has a licenceiwitiie meaning of section 32 subsection
(1), first sentence, of the Banking Act, the highgure under this rule and section 33

subsection (1) of the Banking Act shall apply fafoulating the funds required,

. there are facts which warrant the assumption tieaapplicant or the major shareholder
interest or, if a legal person, a statutory repregé/e or representative pursuant to the
articles of association, or, if a commercial parsh@, a partner, is not trustworthy or, for
other reasons, does not meet the standards thabmagplied in the interests of ensuring

the sound and prudent management of the paymeittiiios,

. there are facts that indicate that a director ismstworthy, or does not have the requisite
professional qualifications to manage the paymestitution, and no other person is
named director under section 8 subsection (3) nuStequisite professional
qualifications assumes that they have a suffidieigiree of theoretical and practical

knowledge in the respective business operatiomgeisas management experience;

. the payment institution does not have effectivecpdures for identifying, controlling,
monitoring and reporting risks or adequate inteooatrol procedures under section 22,
including sound administrative and accounting pdoces or does not fulfil the

safeguarding requirements under section 13;

. there are facts which warrant the assumption fti@ttere supervision of the payment

institution is impaired; this is especially the eafs

a) the payment institution is integrated into a cogpemetwork with other persons or
enterprises, or is closely linked within the megnaf section 1 subsection (10) of the
Banking Act to such a network which, owing to tiwisture of the cross-
shareholdings or inadequate economic transpareanpgirs effective supervision of

the payment institution,

b) effective supervision of the payment institutiomnmgaired because of the legal or
administrative regulations of a third country whagbply to such persons or

enterprises, or

c) the payment institution is a subsidiary of an tasitbn domiciled in a third country

which is not effectively supervised in the countryvhich it is domiciled or has its



head office, or the supervisory body that is resgaa for it is not willing to engage
in satisfactory cooperation with BaFin,

8. the payment institution does not have its headefin Germany.
Section 9a — Refusal of the licence for electronmoney institutions
The licence to conduct the business of electroruney issuance shall be refused if:

1. the funds required for business operations, inqadar sufficient initial capital within the
meaning of section 1 subsection (9a) are not asailaithin Germany at an amount
equivalent to at least €350,000. Insofar as artreleic money institution has a licence
within the meaning of section 32 subsection (13t fsentence, of the Banking Act, the
higher figure under this rule and section 33 sutose¢1) of the Banking Act shall apply

for calculating the funds required,

2. contrary to section 8a subsection (3), the apptinaloes not contain sufficient

information or documents,
3. aground for refusal under section 9 numbers 1tor&8lis fulfilled accordingly, or

4. the safeguarding requirements under section 13actrilfilled or the prohibition in

section 23a is breached.
Section 10 — Expiry and revocation of licence

(1) The licence expires if it is not used withireoyear of its issue, or if its use is expressly

waived.

(2) BaFin may revoke the licence under the prowisiof Administrative Procedures Act, and

also if:

1. the business operations to which the licence reladé®e not been engaged in for more

than six months,
2. the licence was obtained on the basis of falsersiants or some other irregular means,

3. facts become known which would warrant the refasahe licence under sections 9 or

9a, or



4. the continuation of the provision of payment seggior the conducting of the business of
electronic money issuance would jeopardise thealgyatf the operated payment system.

(3) Section 38 of the Banking Act shall apply aciogly. Section 48 subsection (4), first
sentence, and section 49 subsection (2), seconehsen of the Administrative Procedures

Act concerning the period of one year shall nothapp
(4) BaFin shall announce the revocation or expirthe licence in the Federal Gazette.
Section 11 — Major shareholders

(1) The major shareholder in an institution musetrike standards that must be applied in the
interests of ensuring sound and prudent manageohéme institution. Section 2c subsection
(1), first to seventh sentences, subsections (i) H), second to seventh sentences,
subsections (2) and (3) of the Banking Act shalapplied accordingly. Section 2c¢ subsection
(1b), first sentence, of the Banking Act shall pelaed subject to the proviso that the

intended acquisition of, or increase in, the mamding may only be prohibited on the basis
of numbers 1 and 3 to 5 there as well as in the ofsection 9 number 6.

(2) The Federal Ministry of Finance shall be augex to promulgate, by means of a
statutory instrument and without the consent ofBbadesrat, in consultation with the
Deutsche Bundesbank, more specific regulationherssential documentation and facts
which the interested acquirer of a major holding teaprovide in the report under subsection
(1), second sentence, in conjunction with sectiosubsection (1), second sentence, of the
Banking Act insofar as these details are requicedHe fulfilment of BaFin's tasks. The
Federal Ministry of Finance may delegate said aightion to BaFin by means of a statutory
instrument and without the consent of the Bundesrhject to the proviso that said statutory
instrument is promulgated with the agreement ofkatsche Bundesbank. The associations

of the institutions shall be consulted before tiagugory instrument is promulgated.



Part 3
Own Funds
Section 12 — Own funds in the case of payment instiions

(1) In the interest of fulfilling their commitmentgayment institutions must have adequate
own funds under section 10 subsection (2), secoisé\tenth sentences, subsections (2a) and
(2b) of the Banking Act. In the cases of secti®uBsection (3), the own funds must, in the

opinion of BaFin, at all times be proportionatetie overall amount of credit granted.

(2) In cases where a payment institution belongbdéasame group as another payment
institution, a credit institution, a financial sex®s institution, an asset management company
or an insurance undertaking, BaFin shall take #ezssary measures to prevent the multiple
use of elements that can be used to calculateel@lh funds. This shall also apply if a
payment institution engages in other businessiéiegvn addition to the provision of

payment services.

(3) Provided that the requirements of section Zeations (1) to (5) of the Banking Act are
complied with, BaFin may waive the application obsections (1), (2), (4) and (5) to
payment institutions which are included in the adidsted prudential supervision of the

superordinated institution.

(4) Payment institutions shall the information riegd for the audit of capital adequacy to
BaFin and Deutsche Bundesbank every quarter. Hbagtsty instrument under subsection (6)
may provide for a longer reporting period in speceéses. When evaluating capital adequacy
on the basis of an assessment of the businessigaian, risk management, loss database
and internal control mechanisms as well as theshdtks of the payment institution, BaFin
may require the payment institution to hold an ami@i own funds which deviates from the

solvency principles by up to 20 per cent.

(5) Payment institutions which have a licence pansuio section 32 subsection (1) of the
Banking Act must determine the capital requiremeniger this Act and the capital
requirements under section 10 subsection (1) oBHrking Act in conjunction with the
Solvency Regulation of 14 December 2006 (Federal Gazette |, p. 2926) in the applicable

version, unless they are exempted from the appmitaif section 10 of the Banking Act.



Provided that the requirements under this Act &ghdr, they shall be covered by own funds
under subsection (1).

(6) The Federal Ministry of Finance shall be augex to promulgate, by means of a
statutory instrument and without the consent ofBbadesrat, in consultation with the
Deutsche Bundesbank, more specific regulationfiercapital adequacy (solvency) of the

payment institutions, in particular on

1. the calculation methods,

2. the content, nature, amount and form of the infaionerequired under subsection (4),
3. reporting obligations in the event of non-compli@amdth capital requirements, and

4. the media, transmission routes and data formaisvad for data transmission.

The Federal Ministry of Finance may delegate satti@isation to BaFin by means of a
statutory instrument and without the consent ofBbhadesrat subject to the proviso that said
statutory instrument is promulgated with the agreetnof the Deutsche Bundesbank. The
associations of the payment institutions shalldresalted before the statutory instrument is

promulgated.
Section 12a — Own funds in the case of electronicomey institutions

(1) In the interest of fulfilling their commitmentslectronic money institutions must have
adequate own funds in accordance with section b8esiion (2), second to seventh
sentences, subsections (2a) and (2b) of the Baiéhgn the cases of section 2 subsection
(3), the own funds must, in the opinion of BaFinalktimes be proportionate to the overall

amount of credit granted.

(2) In cases where an electronic money institutielongs to the same group as another
electronic money institution, a payment institutiarcredit institution, a financial services
institution, an asset management company or amansa undertaking, BaFin shall take the
necessary measures to prevent the multiple usemkeats that can be used to calculate liable
own funds. This shall also apply if an electronicray institution engages in other business
activities in addition to the business of electcomoney issuance.

(3) Section 12 subsections (3) to (5) shall beiagmccordingly.



(4) The Federal Ministry of Finance shall be auexd to promulgate, by means of a
statutory instrument and without the consent ofBbadesrat, in consultation with the
Deutsche Bundesbank, more specific regulationfiercapital adequacy (solvency) of the

electronic money institutions, in particular on
1. the calculation methods,

2. the content, nature, amount and form of the infaimmarequired under subsection (3) in

conjunction with section 12 subsection (4),
3. reporting obligations in the event of non-compliamdgth capital requirements, and
4. the media, transmission routes and data formaiead for data transmission.

The Federal Ministry of Finance may delegate satti@isation to BaFin by means of a
statutory instrument and without the consent ofBbhadesrat subject to the proviso that said
statutory instrument is promulgated with the agreeinof the Deutsche Bundesbank. The
associations of the payment institutions shalldiesalted before the statutory instrument is
promulgated.

Part 4
Provisions on the Prudential Supervision of Instittions, Immediate Enforceability

Section 13 — Safeguarding requirements for receivinfunds as part of providing

payment services

(1) Institutions shall safeguard the funds whiokythave received from payment service
users or via another payment service provider &zabe payment transactions using one of

the methods described in the second sentence.unis f

a) may not at any time be comingled with the fundarmf other natural or legal

persons other than the payment service user fomathey are being held,

b) must, if they are still in the hands of the ingtdn at the end of the business day
following the day on which they were received aagidhyet not been delivered to
the payee or transferred to another payment sepvamader, be deposited in an



open trust account with a credit institution orested in safe, low-risk liquid
assets as defined by BaFin, and

c) shall be separated from the institution’s otheetssm such a way that, in the
event of insolvency, they do not become part ofitisétution’s insolvency estate,

and its creditors cannot access them by way ofiddal enforcement,
or

2. they must be covered by an insurance policy or soimer comparable guarantee from an
insurance undertaking or a credit institution ates to do business within the scope of
this Act, which does not belong to the same graifha institution itself, for an amount
equivalent to that which would have to be maintdiseparately in the absence of the
insurance policy or other comparable guaranteendmch is payable in the event that the

payment institution is insolvent.

(2) Where an institution is required to safeguamtbds under subsection (1) and where a
portion of those funds is to be used for futurerpagt transactions while the remaining
amount must be used for services that are not patyseevices, subsection (1) shall also

apply to the portion of the funds to be used foufe payment transactions.

(3) During its ongoing business operations, thaturtson shall, upon request, show and prove
to BaFin that it has taken adequate measures tbtheeeequirements stated in subsections
(1) and (2). Where proof is not provided or the sugas are not adequate, BaFin may call on
the institution to submit the necessary proof diate the arrangements that are appropriate
and necessary to overcome the existing shortcomBafsin may set a reasonable deadline.
Where the proof is not provided or the arrangemargsiot taken by the deadline set, BaFin

may take measures under section 16 subsection (2).

Section 13a — Safeguarding requirements for recey funds for the issuance of

electronic money

(1) Electronic money institutions shall safegudrel funds which they have received for the
issuance of electronic money or as part of proggiayment services to execute payment
transactions in accordance with section 13 sulme¢li), second sentence, number 1, letters
a) to ¢) or number 2. Section 13 subsection (e sentence, number 1 letter b) shall

apply subject to the proviso that the secure, Isk-&issets are composed under section 1



subsection (9b). In exceptional circumstances Bakag exclude assets covered by section 1
subsection (9b) if these are not, as a result @vatuation of the security, maturity date,

value or other risk factors, to be categorisedeasr®, low-risk assets.

(2) Provided that funds are received for the pugpafassuing electronic money through
payment by means of a payment authentication im&nt, these funds shall be safeguarded
as soon as they are credited to the electronic ynioisétution’s payment account or to be
made available to the electronic money institutroaccordance with section 675s of the

Civil Code, and at the latest five business dayhiwithe meaning of section 675n subsection

(1), fourth sentence, of the Civil Code, followitige issuance of the electronic money.
(3) Section 13 subsections (2) and section 3 sipglly accordingly.

(4) BaFin may determine which of the methods dbescrin section 13 subsection (1), second

sentence, the electronic money institution is ®toessafeguard the funds.
Section 14 — Information and audits

(1) On request, an institution, the members afagerning bodies as well as its employees
and the agents acting for the institution as weklactronic money agents, its branches and
outsourcing enterprises, shall provide informatorall business matters and submit
documentation to BaFin, the persons and agenciehvidaFin uses carry out its duties and
the Deutsche Bundesbank. Even without a specifisae, BaFin may conduct audits of the
institutions, their branches, agents, electronio@ycagents and outsourcing enterprises and
delegate the execution of the audits to the DeetBtindesbank. BaFin’s staff, the staff of
the Deutsche Bundesbank as well as any other pevgloom BaFin uses to perform the
audits may, for this purpose, enter and inspecbtisness premises of the institution, the
subsidiary, agent, the electronic money agent@ptiisourcing enterprise during ordinary
office and business hours. The persons concerralagiguiesce to the measures taken under

the second and third sentences.

(2) BaFin and the Deutsche Bundesbank may sendseptatives to the shareholders’
meetings or general meetings, as well as to meeththe institution’s supervisory bodies.
These representatives may address the meetinggpersens concerned shall acquiesce to the

measures taken under the first and second sentences



(3) At BaFin's request, institutions shall conveéhe meetings stipulated in subsection (2),

first sentence, schedule meetings of the admititérand supervisory bodies, and announce
subjects on which resolutions are to be taken. Bakdy send representatives to a meeting
scheduled under the first sentence. These repegs@st may address the meeting. The
persons concerned shall acquiesce to the measiers nder the second and third sentences.
Subsection (2) shall remain unaffected.

(4) Any person who is obliged to provide informatimay refuse to answer such questions
that might expose him/her or one of his/her retsias designated in section 383 subsection
(1) numbers 1 to 3 of the Code of Civil Procedaréhe risk of criminal prosecution or to
proceedings under the Administrative Offences Act.

Section 15 — Dismissal of directors, transfer of peers of the governing bodies to special

commissioners

(1) In the cases mentioned in section 10 subse(ipnumbers 3 and 4, BaFin may, instead
of revoking the licence, demand the dismissal efrésponsible directors and also prohibit

these directors from pursuing their business aw#/iwith other institutions.

(2) Subject to the conditions set forth in subsec{il), BaFin may delegate in full or in part
powers that are incumbent upon the institution'gegning bodies to a special commissioner
who seems suitable to exercise the powers; se¢Sorsubsections (6) and (7) of the Banking

Act shall apply accordingly.

(3) BaFin may also demand the dismissal of a direamdid also prohibit this director from
pursuing his/her activities at payment institutidrise/she has intentionally or recklessly
violated the provisions of this Act, the Money Ldening Act, the regulations promulgated
for the implementation of these laws, or ordersnfi®aFin, and persists in such behaviour

despite warning by BaFin.
Section 16 — Measures in special cases, filing fosolvency

(2) Where own funds fall below the higher of thecaimts to be determined under section 9
number 3 and section 12 for payment institutiors laglow the amounts to be determined

under section 9a number 1 and section 12a forrel@ctmoney institutions, BaFin may



1. prohibit or restrict withdrawals by the proprietarsshareholders as well as the
distribution of profits, or

2. order the institution to take measures to redwslesiinsofar as these arise from certain
types of transactions and products, particuladynfthe extension of loans or the use of

certain payment systems.

(2) Where there is a danger of the discharge ofrntgution’s obligations towards its
creditors, in particular to the safety of the assgitrusted to it, or where there are grounds for
suspecting that effective supervision of the ingitin is not possible, BaFin may take

temporary measures to avert this danger. In péaticii may
1. issue instructions to the institution’s management,

2. prohibit owners and directors from pursing theisibess activities or restrict the exercise

of these activities, and
3. appoint supervisors.

(3) Where the preconditions of subsection (2)t ientence, are met, BaFin may, in order to

prevent insolvency proceedings, temporarily

1. forbid the acceptance of funds and granting of$pan

2. issue a ban on sales and payments by the institutio

3. order the closure of institution for business vatistomers, and

4. prohibit the acceptance of payments that are nenhded for repaying debts to the

institution.

Section 45c subsection (2) number 8, subsectigren@ (7), section 46 subsection (1), third
to sixth sentence, and section 46c¢ of the Bankicigshall apply accordingly.

(4) Where an institution becomes insolvent or anelebted, the directors must notify BaFin
of this without undue delay enclosing informativedments; the directors shall also send
such a notification, accompanied by the correspandbocumentation even if the institution is
expected to be unable to meet its existing paymbingations when they fall due (imminent
insolvency). Insofar as these persons are obligeémother statutory instruments to request



the initiation of insolvency proceedings in the mivef insolvency or over-indebtedness, the
notification obligation under the first sentencalsheplace the obligation to request the
initiation of insolvency proceedings. Insolvencyp@eedings concerning the assets of an
institution shall take place in the event of ingvley, over-indebtedness or, under the
preconditions of the fifth sentence, even in therg\of imminent insolvency. The petition for
the initiation of insolvency proceedings againgt éissets of an institution which has a licence
under section 8 subsection (1) or section 8a stibsgd) may be filed only by BaFin. In the
case of imminent insolvency, BaFin may, howevely fite the petition with the consent of
the institution, and only if the measures undeissabon (3) appear unlikely to succeed. The
insolvency court shall consult BaFin before appomthe insolvency administrator. The

order to initiate proceedings shall be served oRiBaeparately.

Section 17 — Submission of annual financial statemes, management report and audit

reports

(1) In the first three months of the financial yean institution shall prepare annual financial
statements for the past financial year and sulorB&t-in and the Deutsche Bundesbank
respectively the prepared annual financial statésnemd, later, the certified annual financial
statements and the management report without uwhelag. The annual financial statements
must include the auditor’s certified opinion or@tenon the auditor’s refusal to issue a
certified opinion. The auditor shall submit theagon the audit of the annual financial
statements (audit report) to BaFin and the Deut8thnelesbank without undue delay after

the completion of the audit.

(2) An institution that prepares consolidated ficiahstatements or a group management
report shall submit these documents to BaFin aead#éutsche Bundesbank without undue
delay. Where an audit report is prepared by a geuditor, this auditor shall submit the audit
report to BaFin and the Deutsche Bundesbank withodue delay after the completion of the
audit. The provisions of this subsection shall g@acordingly to non-consolidated financial
statements under section 325 subsection (2a) atdnemercial Code.

Section 17a — Notification requirement when appoimbg the auditor; appointment in

special cases

(1) The institution shall notify BaFin and the Dsthie Bundesbank of an auditor or group
auditor without undue delay following his/her apgaient. Within one month of the receipt



of the notification, BaFin may request the appoititof another auditor if this appears
necessary to achieve the object of the audit.

(2) At BaFin's request, the court of register o tiegistered office of the institution shall

appoint an auditor if:

1. the appointment under subsection (1), first ser@tehas not been notified without undue
delay after the end of the financial year,

2. the institution does not without undue delay compity the request to appoint another

auditor under subsection (1), second sentence,

3. the auditor chosen has declined to accept the mattate, is no longer active, or is
prevent from concluding the audit in time, anditistitution has not appointed another

auditor without undue delay.

The appointment by the court shall be final. Sec8&8 subsection (5) of the Commercial
Code shall apply accordingly. At BaFin’s requésg tourt of registration may dismiss an
auditor appointed under the first sentence.

Section 18 — Special duties of the auditor

(1) When auditing annual or interim financial staénts, the auditor shall also audit the
institution’s financial situation. When auditingetiannual financial statements, the auditor
shall in particular ascertain whether the institathas met its notification requirements under
section 29, also in conjunction with any statutmistrument under section 29 subsection (2).

The auditor shall also examine whether the inspitubhas met
1. its obligations under the Money Laundering Act &wjulation (EC) No 1781/2006, and

2. its obligations under section 2 subsection (3),aursgction 12 also in conjunction with
the statutory instrument under subsection (6) tfetender section 12a, under sections
13, 13a, 19 to 22 as well as section 30, also mucwtion with the statutory instrument

under subsection (3) thereof.

(2) The auditor shall inform BaFin and the DeutsBoadesbank without undue delay if facts
become known to the auditor during the audit wiushify the restriction of or refusal to give

the audit opinion, jeopardise the existence ofrtsgtution or may significantly impair its



development, which constitute a substantial violabf the regulations on the institution’s
licence conditions or the pursuit of business unkisrAct, or reveal serious violations by the
directors of the law, articles of association otiparship agreement. At the request of BaFin
or the Deutsche Bundesbank, the auditor shall exfiie audit report to them and inform

them of any other facts which have become knowmduhe audit which suggest that the
business of the institution is not being condugisxperly. The notification, explanatory and
disclosure requirements under the first and sesentences shall also apply in relation to an
enterprise which is closely linked to the instibutiprovided that the auditor becomes aware of
the relevant facts while auditing the institutidime auditor shall not be liable for the accuracy
of facts which he/she reports in good faith untés subsection.

(3) The Federal Ministry of Finance may, in agreetweith the Federal Ministry of Justice
and after consultations with the Deutsche Bunddsh@aomulgate more specific regulations
by means of a statutory instrument and withoutctihresent of the Bundesrat on the object of
the audit, the timing of its execution, and theteats of audit reports, insofar as this is
necessary for the fulfilment of BaFin’'s tasks, artgcular in order to identify abuses which
may jeopardise the safety of the assets entrustibtinstitution or may impair the proper
conduct of the payment services or the proper conafithe business of electronic money
iIssuance, as well as in order to obtain consistectiments for assessing the transactions
conducted by the institution. It may delegate thithorisation to BaFin by means of a

statutory instrument and without the consent ofBhadesrat.

(4) Section 29 of the Banking Act shall remain deetied. Without prejudice to subsections
(1) to (3). BaFin may also issue provisions in ezsf the institution relating to the content
of the audit which the auditor must also take asideration when auditing the annual

financial statements. In particular, BaFin may detee the focal points of the audits.
Section 19 — Use of agents

(1) Where an institution intends to provide paynmswvices through an agent, it shall send
the following information to BaFin and the Deuts@&ndesbank:

1. the name and address of the agent,

2. adescription of the internal control mechanisnmedusy the agent to meet the

requirements of the Money Laundering Act, and



3. the identity of the directors and the persons nesiite for the management of an agent to
be used to provide payment services, as well akenaee that they are trustworthy and

have the requisite professional qualifications.

(2) Where an institution uses an agent, it shallemthat said agent is trustworthy and has the
requisite professional qualifications, meets tlygaleequirements when providing payment
services, informs the payment service user abauitdr status prior to or during the
commencement of the business relationship and abedérmination this status without

undue delay. The institution must keep the necgssadence that it meets its obligations

under the first sentence for at least five yeatey d@fie termination of agent status.

(3) BaFin may prohibit an institution which has pobperly conducted the selection or
monitoring of its agents or has breached the dttasferred to it in connection with the
keeping of the register of payment institutionsemskction 30 subsection (1) or the register
of electronic money institutions under section 38@n integrating agents within the
meaning of subsections (1) and (2) into the institu The prohibition may relate to the

execution of payment services by individual agent® the integration of agents in general.

(4) Where an institution intends to provide paynmswvices by engaging an agent in another
Member State of the European Union or another @onirg State to the Agreement on the
European Economic Area, it must follow the procedunder section 25. BaFin shall inform
the competent authorities of the other state ahtention to enter the agent into the register
of payment institutions under section 30 subsedtlgmumber 3 or into the register of
electronic money institutions under section 30assabon (2) in conjunction with section 30
subsection (1) number 3 and shall take the opiafdhe other state into account before the

registration is made.

(4a) Where the conditions which were notified unsldrsection (1) change, the institution
shall notify BaFin and the Deutsche Bundesbanke$é¢ changes in writing at the latest one

month before the changes go into effect.

(5) In consultation with the Deutsche Bundesbalnk,Rederal Ministry may, by means of a
statutory instrument and without the consent ofBbadesrat, promulgate more specific
regulations on the nature, extent and form of tle®fwithin the meaning of subsection (2),
second sentence, insofar as this is necessaryddulfilment of BaFin's tasks. It may
delegate this authorisation by means of a statut@tyument and without the consent of the



Bundesrat to BaFin subject to the proviso that BaFstatutory instruments are promulgated
with the agreement of the Deutsche Bundesbanka$beciations of the institutions shall be

consulted before the statutory instrument is prgaed.
Section 20 — Outsourcing

(1) Depending on the nature, scope, complexityrakdcontent of outsourcing to another
enterprise activities and processes that are eakfmtconducting payment services,
electronic money transactions or other any of atitution’s other typical services under this
Act, institutions must make adequate arrangemerdsaid excessive additional risks.
Outsourcing may impede neither the proper condiuittese transactions and services nor the
business organisation. In particular, the institutmust ensure ongoing appropriate and
effective risk management which incorporates thisaurced activities and processes.
Outsourcing may not lead to any delegation of rasjimlity of the persons specified in
section 8 subsection (3) number 9 to the outsogremmerprise. In the event of any
outsourcing, the institution shall remain respolesibr compliance with the legal provisions
to be observed by the institution. Outsourcing matyhinder BaFin in fulfilling its tasks; its
rights of information and audit as well as its meahmonitoring must, in relation to the
outsourced activities and processes, also be ehbyrappropriate arrangements, even if
operations are outsourced to an enterprise domiaibeoad. This shall apply accordingly to
the performance of the tasks of the institutioniditors. Outsourcing shall require a written
agreement which lays down the institution’s rigist®nsure compliance with the
aforementioned conditions, including the right teegnstructions and the right to give notice,
as well as the corresponding duties on the patteobutsourcing enterprise.

(2) An institution shall inform BaFin and the Dethie Bundesbank if it intends to outsource
essential operational tasks of payment servicéiseobusiness of electronic money issuance.
An operational task shall be deemed essentiaaddequate fulfilment or non-fulfilment of
thereof would materially impair permanent complemgth the licence requirements or with
other obligations of the institution under this Aits financial performance, or the soundness

or continuity of its payment services or of theibass of electronic money issuance.

(3) Where BaFin’s right to audit and means of naniiilg are impaired in the event of
outsourcing under subsection (1), BaFin may, inviddal cases, issue orders that are



appropriate and necessary for eliminating this inmpant. BaFin’s powers under section 22
subsection (4) shall remain unaffected.

Section 21 — Record keeping

Without prejudice to other legal provisions, ingtibns shall keep all documents for at least
five years for prudential supervisory purposesti8e@57 subsections (3) and (5) of the
Commercial Code as well as section 147 subsectrend (6) of the Fiscal Code shall
apply accordingly. Section 257 subsection (4) ef@ommercial Code shall remain

unaffected.

Section 22 — Special organisational duties of paymieinstitutions and electronic money
institutions as well as safeguards against moneydadering

(1) An institution must have a proper business oiggion. The persons specified in section 8
subsection (3) number 9 shall be responsible ®irnktitution’s proper business organisation.

A proper business organisation shall compriseantiqular,

1. appropriate measures for corporate governanceratoneéchanisms and procedures to

ensure that the institution meets its obligations,

2. the maintaining and updating of a loss databasectisas the complete documentation of

business activities which ensures full monitoriygBaFin for its area of responsibility,
3. an adequate disaster recovery plan for IT systant,

4. without prejudice to the duties under section %sghbons (1) and (2) of the Money
Laundering Act, adequate risk-management and atiegoatrol mechanisms, as well as
procedures and data-processing systems which eocsomgliance with the requirements
of the Money Laundering Act and Regulation (EC) IN®&1/2006. In circumstances
which, on the basis of practical knowledge of trethnds used in money laundering and
terrorist financing, are dubious or unusual, trstifation must investigate these in the
context of the current business relationship add/idual transactions. An institution may
collect and use personal data insofar as thisdegsary to fulfil this duty. The institution
must record and retain appropriate informationdooadance with section 8 of the Money
Laundering Act about the circumstances within tleaning of the second sentence. The

reasons why the assumptions have not been veafetb be explained to BaFin.



(2) Sections 6a, 24c, 25c subsection (1), thirdese®, subsections (4) and (5), section 25d
subsections (1) and (2), section 25f, section 2ishsection 25i of the Banking Act as well as
section 93 subsections (7) and (8) in conjunctidh section 93b of the Fiscal Code shall

apply accordingly to institutions within the meagiof this Act.

(3) Notwithstanding section 3 subsection (2), fashtence, number 2 of the Money
Laundering Act, the due diligence duties underise@® subsection (1) numbers 1 and 3 as
well as section 8 subsections (1) to (3) of the Mobhaundering Act shall apply to
institutions within the meaning of this Act whercapting cash in the context of providing
payment services under section 1 subsection (2ydéxss of any thresholds specified in the
Money Laundering Act or in this Act.

(3a) Subsection (3) shall to be applied accordinglgggents within the meaning of section 1

subsection (7).

(4) In individual cases, BaFin may issue orderartanstitution that are suitable and necessary
for putting into place the arrangements specifregubsection (1), third sentence, numbers 1
to 4. BaFin may lay down criteria which, if theyeanet, allow institutions to dispense with

using data-processing systems under subsectioth{fd sentence, number 4.

(5) BaFin shall monitor compliance with the duttesitained in Regulation (EC)

No 1781/2006 and in Article 8 of Regulation (EC) 8&4/2009 by institutions within the
meaning of this Act insofar as they are paymentiseproviders within the meaning of
Article 2 (5) of Regulation (EC) No 1781/2006 olypeent service providers within the
meaning of Article 2 (5) of Regulation (EC) No 92@09 and BaFin shall issue orders that
are suitable and necessary for this purpose.

Section 23 — Immediate enforceability

Objection to and appeals against measures tak8abiyn on the basis of sections 4, 5, 10
subsection (2) numbers 2 to 4, section 14 subsetip sections 15, 16, 17a subsection (1),
second sentence, section 19 subsection (3) andrs&€ subsection (2), the latter also in
conjunction with section 30a subsection (2), alsoanjunction with section 26 subsections

(3) and (4) respectively, shall have no postpowifgct.



Part 4a

Special provisions for the business of electronic amey issuance and the distribution and

redeemability of electronic money
Section 23a — Prohibition on the issuance of eleoimic money via other persons

Electronic money institutions may not issue elaattanoney via natural or legal persons who

act on behalf of the electronic money institution.

Section 23b — Obligations of the electronic monegsuer when issuing and redeeming

electronic money

(1) The electronic money issuer shall always isdaetronic money at the par value of the
funds received. At the request of the electronic@yaholder, the issuer shall be obliged to
redeem the electronic money for legal tender avphre at any time. Before the contract has
terminated, the electronic money holder’s requastddemption may relate to a portion of
the funds.

(2) The electronic money issuer shall be obligemform the electronic money holder,
before the holder is bound by any contract or ofibout the conditions for the redemption of
the electronic money including in this respect tegs to be agreed. The conditions shall be
clearly and prominently stated in the contract leetwthe electronic money issuer and the

electronic money holder.

(3) The electronic money issuer may only then deh@afee for the redemption of electronic
money if this was provided for in the contract. Ban agreement shall be permissible only in

the event that
1. the electronic money holder requests redemptioarbéérmination of the contract,

2. the contract was concluded for a particular peaind is terminated before the expiry of

this period by the electronic money holder givirggice, or

3. the electronic money holder requests redemptiorerti@n one year after the termination

of the contract.

The fee must be proportionate to the actual costgied by the electronic money issuer.



(4) Notwithstanding subsection (1), third sentemecehe case of a request for redemption
upon termination of the contract or up to one ydtar the termination of the contact, the total
amount of the electronic money held by the eleatraroney issuer shall be redeemed. Where
an electronic money institution carries out onenore activities under section 8a subsection
(2) number 5 and where the electronic money halelgunests a total amount after termination
of the electronic money contract, this amount sheliedeemed in legal tender if it is

unknown in advance what proportion of the fund®ibe used as electronic money.

(5) The arrangements in subsection (1), third seeteand subsections (3) and (4) may only
be derogated from to the detriment of the elecoromney holder if the holder is not a

consumer.

Section 23c — Distribution and redemption of electbnic money by electronic money

agents

(1) Electronic money institutions may use electcanbney agents within the meaning of
section la subsection (6) for the distribution sedkemption of electronic money. Section 19
subsection (1) shall apply accordingly subjecti®proviso that proofs of the trustworthiness
and professional qualifications are not to be stifehi section 19 subsection (4a) shall also

apply accordingly.

(2) BaFin may prohibit an electronic money instdgatwhich has not properly selected or
monitored its electronic money agents from intaggaélectronic money agents into the
electronic money institution. The prohibition mdgaarelate to the distribution or redemption

of electronic money or to the integration of elenic money agents overall.

(3) Provided that an electronic money institutiotends to distribute or redeem electronic
money via electronic money agents in another MerState of the European Union or
another Contracting State to the Agreement on thregean Economic Area, section 19

subsection (4) shall be applied accordingly in nanfion with section 25.



Part 5
Cooperation with other Authorities, Branches, Crossborder Services
Section 24 — Cooperation with other authorities

In their supervision of payment institutions thed\ypde payment services or conduct the
business of electronic money issuance in anothenihe State of the European Union or
another Contracting State to the Agreement on tlregean Economic Area, BaFin and,
insofar as it acts under this Act, the Deutsched®sbank shall cooperate with the competent

authorities of these states; sections 8 and 9eoBtnking Act shall apply accordingly.
Section 25 — Establishment of a branch, cross-bordseervices

(1) An institution licenced under section 8 subeec{l) or section 8a subsection (1) which
intends to establish a branch in another Membéde $fathe European Union or another
Contracting State to the Agreement on the Eurojpe@mmomic Area shall notify BaFin and
the Deutsche Bundesbank of this without undue delagcordance with the second

sentence. The notification must contain
1. the name of the state in which the branch is tediablished,

2. abusiness plan setting out the nature of the pldubuisiness operations, the

organisational structure of the branch and anyniidga to use agents,

3. the address in the state in which the instituti@ntains a branch from which the

institution’s documents can be requested and talwtorrespondence can be served, and
4. the identify the head of the branch.

(2) Subsection (1), first sentence, shall apply&atiagly to the intention to provide payment
services or to conduct the business of electrominey issuance in another Member State of
the European Union or another Contracting Statbefgreement on the European
Economic Area by means of cross-border servicd$he notification shall specify the state in
which the cross-border service is to be providdaljsiness plan setting out the intended
activities, and information on whether agents ecbnic money agents are to be used in this

State.



(3) BaFin shall provide the competent authoritiethe state in which the institution
maintains a branch or provides cross-border seswigth the corresponding information
under subsection (1), second sentence, or subsé2)osecond sentence, within one month

of receiving the notifications under subsectiondd$ubsection (2).

(4) BaFin and the Deutsche Bundesbank shall havegdhts under section 14 directly in
relation to foreign branches and in relation tordageelectronic money agents, and
outsourcing enterprises which are made use ofdpn@estic institution in other European
Economic Area states. In the case of on-site irgpes; BaFin or the Deutsche Bundesbank
shall obtain the consent of the competent autlesriti the host Member State in advance via
BaFin.

(5) Where the conditions notified under subsectignsecond sentence, or subsection (2),
second sentence, change, the institution shalyri®éiFin, the Deutsche Bundesbank and the
competent agencies in the host state about thegekan writing at least one month before the
changes go into effect.

Section 26 — Enterprises domiciled in another statef the European Economic Area

(1) An institution domiciled in another Member &taff the European Union or another
Contracting State to the Agreement on the Eurojgg@mmomic Area may provide payment
services in Germany without a licence from the Baka a branch or by way of cross-border
services, if the enterprise has been licenseddygadmpetent authorities of the other state, the
transactions are covered by the licence, and ttezmise is supervised by the competent
authorities under provisions which correspond tséhof Directive 2007/64/EC of the
European Parliament and the Council of 13 Nover@béi7 on payment services in the
internal market, amending Directives 97/7/EC, 266Z%C, 2005/60/EC and 2006/48/EC and
repealing Directive 97/5/EC (OJ L 319 p. 1) or ofdative 2009/110/EC of the European
Parliament and of the Council of 16 September 280the taking up, pursuit of and
prudential supervision of the business of electranoney institutions amending Directives
2005/60/EC and 2006/48/EC and repealing Direct@@0246/EC (OJ L267 of 10.10.2009,

p. 7). Section 14 of the Industrial Code shall remuaaffected.

(2) Where, in the case of subsection (1), BaFinfhetsial evidence indicating that, in
connection with the intended engagement of an agesstablishment of a branch, money
laundering within the meaning of section 261 of @reminal Code or terrorist financing



within the meaning of section 1 subsection (2hef Money Laundering Act is taking place,
has taken place or has been attempted, or thantgement of the agent or establishment of
the branch increases the risk of money laundenirigroorist financing taking place, BaFin
shall inform the competent authorities of the stdterigin. The competent authority of the
state of origin shall be deemed to be the autharitich may refuse to register the agent or
the branch in the respective register of paymestttutions or register of electronic money

institutions, or, if a registration has alreadymegade, may delete this registration.

(3) Section 17 of the Financial Services Superigiot as well as sections 4, 5, 14
subsections (1) and (4), section 22 subsectionyfjber 4, subsections (2) and (3), section
28 and section 29 subsection (1) numbers 6 andlVtshapplied to branches within the
meaning of subsection (1), first sentence, withpitwiso that one or several branches of the
same enterprise shall be regarded as one institlB@aFin and the Deutsche Bundesbank
shall be notified in writing of any changes in thesiness plan, especially in the type of
business planned and the organisational strucfutedoranch, the address and the directors
at least one month before such changes go intote8ection 17 of the Financial Services
Supervision Act as well as sections 4, 5 and 14extipns (1) and (4) shall apply accordingly

to activities in the way of cross-border servicader subsection (1), first sentence.

(4) Section 17 of the Financial Services Supermigiot as well as sections 4, 5 and 14
subsections (1) and (4) shall be applied accorgittghgents or electronic money agents of

an institution within the meaning of subsection {it¥t sentence.

(5) Where BaFin ascertains that an enterprise withe meaning of subsection (1), first
sentence, is failing to meet its supervisory oltiayes, BaFin shall request that the enterprise
rectify the shortcoming within a specified periddhere the enterprise fails to comply with
this request, BaFin shall notify the competent arities of the other state. Where the other
state fails to take any measures or its measuce® po be insufficient, BaFin may, after
having informed the competent agencies of the ditade, take the necessary measures; if
necessary, BaFin may prohibit the enterprise frondacting new business in Germany. In

urgent cases, BaFin may take the necessary medmfogs initiating the procedure.

(6) After having first informed BaFin, the competanthorities of the other state may, either
themselves or through their authorised represeegtiverify the information needed for the
supervision of the branch at the branch concerethe request of the competent authorities



of the other state, BaFin’s staff and staff of Dreutsche Bundesbank may support them with
the verification under the first sentence or perfdine review on their behalf; here BaFin and
the Deutsche Bundesbank have the rights undeosebdi or, in the event that facts warrant
the assumption or where it is established thaidarenterprises are providing unauthorised
payment services or conducting the business ofreldc money issuance without
authorisation, or that this enterprise is condgrtinauthorised transactions under the
Banking Act, under the Insurance Supervision Aatrmder the Investment Act or breaches

comparable provision in the home state, the rightier section 5 as well.
Section 27 — Branches of enterprises domiciled oude the European Economic Area

(1) Where an enterprise domiciled outside the Merfiitates of the European Union or the
other Contracting States to the Agreement on threfigan Economic Area maintains a
branch in Germany that provides payment servicepoducts the business of electronic
money issuance, the branch shall be deemed to imsténtion within the meaning of this

Act. Where the enterprise maintains several braaoh&ermany, they shall be deemed to be

one institution.

(2) This Act shall apply to the institutions spéaif in subsection (1) subject to the following

proviso:

1. The enterprise shall appoint at least two natugedns residing in Germany who are
authorised to manage the enterprise’s businestoamgresent it in respect of the
institution’s field of business. Such persons shaldeemed to be directors. They shall be
registered for entry in the commercial registere@irector shall suffice for small

institutions with a small business volume.

2. The institution shall be obliged to keep separaiakb and render separate accounts to
BaFin and the Deutsche Bundesbank in respect diubimess it conducts and the
enterprise assets serving its business operafitvesprovisions of the Commercial Code
on commercial books of account for credit instdog and financial services institutions
shall apply accordingly in this respect. On theilities side of the annual statement of
assets and liabilities, the amount of working apitade available to the institution by
the enterprise and the amount of operating surpliegeto the institution to bolster its

own funds shall be shown separately. The excekahality items over asset items or the



excess of asset items over liability items shaklbewn undivided and separately at the
end of the statement of assets and liabilities.

3. The statement of assets and liabilities to be dragvander number 2 at the end of each
financial year, together with a statement of incand expenses and notes to the annual
financial statements shall be deemed to be theahfinancial statements (section 17).
Section 340k of the Commercial Code shall applystiagly to the auditing of the
annual financial statements with the proviso thatauditor shall be chosen and appointed
by the directors. The annual financial statemehth@enterprise for the same financial

year shall be submitted together with the annunarfcial statements of the institution.

4. The sum of the amounts shown in quarterly repontimger section 12 subsection (4) as
the current operating capital made available byetiiterprise to the payment institution
and the amount of the operating surpluses leth¢aristitution to bolster its own funds,
less the amount of any credit balance on interdiraatcount shall be deemed to be the

institution’s own funds.
Part 6
Out-of-court Complaint Procedures
Section 28 — Complaints about payment service prayers

(1) Payment service users and the bodies undeettend sentence may at any time submit to
BaFin complaints on account of alleged violatiogsalpayment service provider within the
meaning of section 1 subsection (1) numbers 1dbthis Act and sections 675c to 676c¢ of
the Civil Code and Article 248 of the Introductdkygt to the Civil Code. Bodies entitled to

submit a complaint are:
1. qualified agencies under section 3 subsectionfjler 1 of the Injunctive Relief Act,
2. incorporated associations for the promotion of caruial interests

a) which in particular on the basis of their personnsterial and financial resources,
are actually able to carry out their tasks purst@atite articles of association of

pursuing commercial interests, and



b) which have a significant number of member entegsrigoviding payment services
on the same market, if the violation affects thtenests of the members and is likely

to not inconsiderably distort competition, or
3. chambers of industry and commerce.

(2) Complaints must be submitted in writing tota@ken on record at BaFin and should
explain the facts of the case as well as the gfmdcomplaint. In the case of complaints by
payment service users on account of alleged vaoiatby payment service providers of
sections 675c to 676¢ of the Civil Code and Art48 of the Introductory Act to the Civil
Code, BaFin shall in its reply indicate the proaedior out-of-court dispute resolution under
section 14 of the Injunctive Relief Act.

(3) Section 24 shall apply accordingly insofarfaes alleged violations relate to a cross-border

matter.
Section 28a — Complaints about electronic money issrs

(1) Holders of electronic money and the bodies utiie second sentence may at any time
submit to BaFin complaints on account of allegemlations by an electronic money issuer
within the meaning of section 1a subsection (1) pers 1 to 5 of this Act and sections 675c¢
to 676¢ of the Civil Code and Article 248 of theérbductory Act to the Civil Code. The
bodies entitled to submit a complaint shall beagencies, associations and chambers stated

in section 28 subsection (1), second sentence.

(2) Complaints shall be submitted in writing totaken on record at BaFin and should
explain the facts of the case and the groundsdoptaint. Section 28 subsection (2), second

sentence, and subsection (3) shall apply accomdingl
Part 7

Notifications, Register of Payment Institutions, Rgister of Electronic Money
Institutions, Penalty Provisions, Administrative Fine Provisions and Transitional

Provisions
Section 29 — Notifications

(1) An institution shall notify BaFin and the Detite Bundesbank without undue delay of:



. the intention to appoint a director or to authoaggerson to solely represent the
institution in all aspects of its business, specdythe facts that are important for
assessing trustworthiness and professional quatiidics, as was as the realisation of such

an intention,

. the retirement of a director and the revocatiothefauthorisation to solely represent the

institution in all aspects of its business,

. changes in the legal form, unless a licence isdireequired under section 8 or section

8a, and changes in the firm name,

. the acquisition or disposal of a major holdingt;awn institution, the reaching,
exceeding or falling below a holding threshold 6fger cent, 30 per cent or 50 per cent of
the voting rights or the capital, and the fact thatinstitution becomes or ceases to be the
subsidiary of another enterprise, as soon thetuisin becomes aware of the impending

change in this ownership structure,

. aloss of amounting to 25 per cent of the liablated
. relocation of the office or domicile,

. the discontinuation of business operations,

. the emergence, of, change in or termination obaeclink within the meaning of section 1

subsection (10) of the Banking Act with anothemunaltperson or another enterprise,

. the intention to merge with another institutionhintthe meaning of this Act or the

Banking Act, and

10.the intention to outsource and the realisatiorhefdutsourcing.

(1a) An electronic money institution must notifyeey substantial change to the measures

taken to safeguard funds under section 13a subseqtl) and (2) to BaFin and the Deutsche

Bundesbank in advance.

(1b) Directors, the persons responsible for theagament of the institution and, insofar as

this involves institutions which engage in othesibess activities alongside the provision of

payment services and the issuance of electroniegon



the persons responsible for the management ofax@@nt services activities and the
business of electronic money issuance of the utstit, shall notify BaFin and the Deutsche

Bundesbank without undue delay of:

1. the commencement and termination of an activitglieector or as member of the

supervisory board of another enterprise, and

2. the acquisition and disposal of a direct holdin@menterprise as well as changes in the

mount of the holding.

(2) In consultation with the Deutsche Bundesbami Rederal Ministry of Finance may, by
means of a statutory instrument and without thesenhof the Bundesrat, promulgate more
detailed provisions on the nature, scope, timingjfanm of the notifications and submission
of documentation provided for under this Act, adlas on the permissible data carriers,
transmission channels and data formats, and maptesupnt the existing notification
requirements through the obligation to submit sunymeports and summary lists, insofar as
this is necessary for the performance of BaFirsggalt may delegate this authorisation by
means of a statutory instrument and without thesenhof the Bundesrat to BaFin subject to
the proviso that BaFin's statutory instruments@@mulgated with the agreement of the
Deutsche Bundesbank. The associations of theutistis shall be consulted before the

statutory instrument is promulgated.
Section 29a — Monthly returns and additional information

(1) An institution shall submit a monthly returnttee Deutsche Bundesbank without undue
delay after the end of each month. The Deutschel@&lank shall forward these returns to
BaFin along with its comments; BaFin may waivefthrevarding of certain returns.

(2) In the cases of section 12 subsection (2) antis 12 subsection (2), BaFin may
stipulate whether and how an institution must stilantionsolidated monthly return to the

Deutsche Bundesbank without undue delay afterndeoéeach month.

(3) In consultation with the Deutsche Bundesbaimé,Rederal Ministry of Finance may, by
means of a statutory instrument and without thesennhof the Bundesrat, promulgate more
detailed provisions on the content, nature, sctymng, as well as on the permissible data
carriers, transmission channels and data formatseafnonthly returns, especially in order to

gain an insight into the development of the insitiis assets position and profitability, as



well as on additional information, insofar as tisi;ecessary for the performance of BaFin's
tasks. The Federal Ministry of Finance may deletia@teauthorisation to BaFin by way of a
statutory instrument, subject to the proviso thatgstatutory instrument is issued in

consultation with the Deutsche Bundesbank.
Section 30 — Register of payment institutions

(1) BaFin shall keep on its website register ofrpagt institutions to be updated on an

ongoing basis in which it shall enter

1. every domestic payment institution to which it lgganted a licence under section 8
subsection (1), along with the date of issue ardstiope of the licence and, where
applicable, the date of the licence’s expiry oo@ation,

2. the branches set up by domestic payment institsitigpecifying the state in which the

branch has been set up, its size and when it comeddrusiness operations, and

3. the agents who are working for a payment institutioder section 19 subsection (2) as
well as the date on which the respective agentrbagd ended his/her work.

(2) Where there are facts that suggest that infoomabout an agent communicated to BaFin
by a payment institution under section 19 subsedtl) is not accurate, BaFin may refuse to

enter the agent into the register of payment unsbins.

(3) The Federal Ministry of Finance may, by meaiha statutory instrument and without the
consent of the Bundesrat, promulgate more spe@fjalations on the content and
management of the register of payment instituteoms the cooperation obligations of the
payment institutions, their branches and agentslation to the management of the register
of payment institutions. It may in particular graimé payment institution editorial access to
the page of the register of payment institutionsdareated for the payment institution and
delegate responsibility for the accuracy and timeds of this page to the payment institution.
The Federal Ministry of Finance may delegate thiharisation to BaFin by means of a

statutory instrument and without the consent ofBbhadesrat.



Section 30a — Register of electronic money institigns

BaFin shall keep on its website a separate regitelectronic money institutions to be
updated on an ongoing basis in which it shall eewery domestic electronic money
institution to which it has granted a licence unskection 8a subsection (1), along with the
date of issue and the scope of the licence andiendpplicable, the date of the licence’s

expiry or revocation.

(2) Branches and agents of the electronic monditutisn shall be entered in accordance

with section 30 subsection (1) numbers 2 and 3sabdection (2).

(3) The Federal Ministry of Finance may, by meaia statutory instrument and without the
consent of the Bundesrat, promulgate more speefjalations on the content and
management of the register of electronic moneytutgins and the cooperation obligations of
the electronic money institutions, their branched agents in relation to the management of
the register of electronic money institutions. Hymn particular grant the electronic money
institution editorial access to the page of thesteg of electronic money institutions to be
created for the electronic money institution ankbgate responsibility for the accuracy and
timeliness of this page to the electronic monetitutson. The Federal Ministry of Finance
may delegate this authorisation to BaFin by me&m@sstatutory instrument and without the
consent of the Bundesrat.

Section 30b — Advertising

(1) In order to counteract undesirable developmientise advertising of institutions, BaFin

may prohibit certain types of advertising.

(2) Before general measures under subsection ¢ltaken, the associations of the institutions

and the consumer protection associations shalbbsutted.
Section 31 — Penalty provisions
(1) Anyone who

1. contrary to section 2 subsection (1) or subsec®ynfirst sentence, accepts deposits or
other repayable funds or grants credit,



2. provides payment services without the licence usdetion 8 subsection (1), first

sentence,

2a. conducts the business of electronic money mesuander section 8a subsection (1), first

sentence,

3. contrary to section 16 subsection (4), first seceefirst half-sentence, fails to make a
notification, fails to make a notification in fudr within the prescribed time, or

4. contrary to section 23a, issues electronic money,

shall in the cases of numbers 3 and 4 be punishédgrisonment of up to three years or by
a monetary fine and in the cases of numbers 1d2arby imprisonment of up to five years

or a monetary fine.

(2) Where the perpetrator acts negligently, thegiunent in the cases of numbers 3 and 4
shall be imprisonment of up to one year or a magdiae and, in the cases of numbers 1, 2,

and 2a, imprisonment of up to three years or a taopéne.
Section 32 — Administrative fine provisions

(1) Anyone who contravenes an enforceable ordeelusection 4 subsection (1), second
sentence, also in conjunction with the fourth secde concerning an instruction for
settlement or an enforceable order under sectisulhSection (1) or subsection (3) shall be

deemed to have committed an administrative offence.

(2) An administrative offence shall be deemed teell@een committed by any person who

intentionally or recklessly

1. contrary to section 17 subsection (1), first ordlsentences, subsection (2), first or
second sentence, or section 29a subsection (@)séntence, the latter also in conjunction
with subsection (2) as well as a statutory instmihugder subsection (3), first sentence,
fails to submit annual financial statements, a rgan@ent report, an audit report,
consolidated financial statements, a group manageraport, or monthly report, or fails

to do so in full or within the prescribed time

2. contrary to section 25 subsection (1), first secéer section 29 subsection (1) numbers

4 to 9 or number 10, fails to make a notificatiorfull or within the prescribed time.



(3) An administrative offence shall be deemed teelf@een committed by anyone who

intentionally or recklessly

10.

contrary to section 5 subsection (1), fails to plevnformation, fails to do so in full or
within the prescribed time, or fails to submit domntation, fails to do so in full or within

the prescribed time,

. contrary to section 5 subsection (5), first senéeatso in conjunction with subsection (6)

fails to acquiesce to a measure,
contravenes an enforceable condition under seBtsubsection (5), first sentence,

contrary to section 14 subsection (1), first secgemails to present information, fails to do
so in full or within the prescribed time, or faits submit documentation, fails to do so in

full or within the prescribed time,
contrary to section 14 subsection (1), fourth seceefails to acquiesce to a measure,

contrary to section 14 subsection (3), first seceeffails to take a specified measure there
or does not do so within the prescribed time,

contrary to section 16 subsection (3), first secter section 22 subsection (4), first

sentence, contravenes an enforceable order,

contravenes an enforceable order under sectionl&stion (2) in conjunction with
section 6a subsection (1) of the Banking Act,

contrary to section 22 subsection (2) in conjunctiath section 24c¢ subsection (1), first
sentence, of the Banking Act, fails to maintainl@dorrectly, does not do so within the

prescribed time or in full,

contrary to section 22 subsection (2) in conjunctiath section 24c subsection (1), fifth
sentence, of the Banking Act, fails to ensure Bafin has automated access to data at all

times,

10a. contravenes an enforceable order under s&22ignbsection (2) in conjunction with

section 25i subsection (4) of the Banking Act,



11.contrary to section 22 subsection (3) in conjunctagth section 3 subsection (1) number
1, also in conjunction with section 4 subsectid@)sof (4), first sentence, of the Money

Laundering Act, fails to identify the contractingrpy or does not do so in full,

12.contrary to section 22 subsection (3) in conjunciiath section 3 subsection (1) number
3 of the Money Laundering Act fails to clarify tbgistence of an economic beneficiary,

or

13. contrary to section 22 subsection (3) in conjunctiath section 8 subsection (1) of the
Money Laundering Act, fails to record informatioatlgered or obtain, or fails to do so

correctly or in full.

(4) In the cases referred to in subsection (1)athmainistrative offence may be punished by
an administrative fine of up to five hundred thau$&uros, and in the cases of subsection (3)
numbers 1 and 2, by an administrative fine of uprte hundred and fifty thousand euros, and

in the other cases by monetary fine of up to fifigusand euros.
Section 33 — Competent administrative authority

The administrative authority within the meaningsettion 36 subsection (1) number 1 of the

Administrative Offences Act shall be BaFin.
Section 34 — Notification in criminal matters

In criminal proceedings against owners or directdnsistitutions as well as against major
shareholders in institutions or their legal repnégtves on account of the violation of their
professional duties or other criminal offenceshia tourse of, or in connection with, the
carrying on of a trade or the operation of anodwmomic enterprise, the court, the criminal
prosecution authority or the criminal enforcemartharity shall, if a public charge is

brought, transmit to BaFin
1. the indictment or the petition in lieu of an indient,
2. the application for the issue of an order of sumnpamishment, and

3. the decision concluding the proceedings togethtr thie grounds for the decision,



where an appeal has been lodged against the dediseodecision shall be transmitted
together with a reference to the appeal lodgedi@e60a subsections (1a) to (3) of the
Banking Act shall apply accordingly.

Section 35 — Transitional provisions

(1) For credit institutions which, on 31 OctobeO20have a licence under section 32
subsection (1) of the Banking Act for the giro Imesis within the meaning of section 1
subsection (1), second sentence, number 9 of thkiaAct in the version applicable prior
to 31 October 2009, the licence under section 8extion (1) shall be deemed granted for all
payment services within the meaning of sectionldssation (2) on the date on which this Act
enters into force. Where the credit institution weai this within two months of 31 October
2009 by written declaration to BaFin referring héstprovision, the licence shall be deemed

not to have been granted from the outset.

(2) Enterprises which, with a licence under sec88rsubsection (1) of the Banking Act,
began

1. canvassing for payment orders under section 1 stibeg1a), second sentence, number 6

of the Banking Act in the version applicable bef8leOctober 2009, or

2. issuing or administering credit cards, unless #re cssuer was also the provider of the
service on which the payment process was basedy sedtion 1 subsection (1a), second
sentence, number 8 of the Banking Act in the varsigplicable before 31 October 2009,

before 25 December 2007, shall be allowed to caettheir activity until 30 April 2011
without a licence under section 8. Until the dateadich the licence under section 8 goes
into effect, the provisions of the Banking Act, wthe exception of section 2b subsection (2),
sections 10, 11 to 18, 24 subsection (1) numbef Sections 24a, 33 subsection (1), first
sentence, number (1), of section 35 subsectiom(@hber 5 and of sections 46a to 46¢ of the
Banking Act, shall continue to be applied to entisgs which conduct business under the
first sentence numbers 1 or 2. For enterprisesruhédirst sentence which are exempt under
section 2 subsection (4) of the Banking Act, thevmions of the Banking Act shall continue
to be applied with the exception of sections 2ctdl08, 24, 24a, 25 to 38, 45, 46 to 46¢ and
51 subsection (1) of the Banking Act.



(3) Activities that were begun before 25 Decemli#¥72without violating the licence
requirement under section 32 subsection (1) oBtneking Act may be continued until 30
April 2011 without a licence under section 8. Iresds they are necessary to safeguard
compliance with the obligations under the Moneyndering Act or the fulfilment of the
enterprise’s duty arising under the Money LaundgAwet, sections 14 and 22 subsection (1),
third sentence, number 4 shall remain unaffected.

(4) Enterprises within the meaning of section 53lbsgction (7) of the Banking Act which
began the activities specified in Appendix |, numéef Directive 2006/48/EC prior to 25
December 2007 in line with national law, and whiaket the requirements of section 53b
subsection (7), first sentence, number 7 of thekBanAct, may exercise these activities
within Germany without a licence from BaFin, notwgtanding section 8, if they notify these

activities to the competent authorities of theest#torigin by 25 December 2009.
(5) Sections 7 and 28 shall remain unaffected ectises of subsections (1) to (4).
Section 36 — Transitional provisions for electronienoney institutions

(1) For electronic money institutions which, on/A&gxil 2011, have a licence under section 32
subsection (1) of the Banking Act for the businafsslectronic money issuance, the licence
under section 8a subsection (1) shall be deemedegtérom 30 April 2011 to the extent
which the licence has been granted under secti@uBBgection (1) of the Banking Act. At the
same time these electronic money institutions sietntered into the register for electronic
money institutions under section 30a. If the elmtr money institution waives this within

two months after 30 April 2011 by written declaoatito BaFin referring to this provision, the
licence shall be deemed not to have been gramedtfie outset.

(2) Electronic money institutions which have anrapéon, under section 2 subsection (5) of
the Banking Act in the version applicable until 28ril 2011, for the business of electronic
money issuance, may still continue to issue elaarmoney until 30 April 2012 without a

licence under section 8a.



