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ELECTRONIC MONEY AND PAYMENT SERVICES INSTRUMENT 2011

Powers exercised by the Financial Ombudsman Service Limited

A. The Financial Ombudsman Service Limited makes:

1) the rules and guidance in Annexes A and K to this instrument for licensees
relating to the Consumer Credit Jurisdiction; and

2 the rules, standard terms and guidance in Annexes A and K to this instrument
for VJ participants relating to the Voluntary Jurisdiction;

in the exercise of the following powers and related provisions in the Financial
Services and Markets Act 2000 (“the Act”):

@ section 226A (Consumer Credit Jurisdiction);
(b) section 227 (Voluntary Jurisdiction);
(© paragraph 8 (Guidance) of Schedule 17 (The Ombudsman Scheme);
(d) paragraph 16B (The Consumer Credit Jurisdiction) of Schedule 17;
and
(e) paragraph 18 (The Voluntary Jurisdiction) of Schedule 17.
B. The making of these rules, standard terms and guidance by the Financial Ombudsman

Service Limited is subject to the consent and approval of the Financial Services

Authority.

Powers exercised by the Financial Services Authority

C. The Financial Services Authority makes this instrument in the exercise of the powers
and related provisions in or under:

1) the following sections of the Act:

(a)

(b)
()
(d)
(€)

(f)
(9)
(h)
(i)

)
(k)

section 69 (Statement of policy) as applied by paragraph 1 of Schedule
3 to the Electronic Money Regulations 2011 (“the Regulations™);
section 138 (General rule-making power);

section 156 (General supplementary powers);

section 157(1) (Guidance);

section 169(9) (Investigations etc. in support of overseas regulator) as
applied by paragraph 3 of Schedule 3 to the Regulations;

section 210(1) (Statements of policy) as applied by regulation 53 (6) of
the Regulations;

section 226 (Compulsory Jurisdiction);

section 234 (Industry funding);

section 395(5) (The Authority’s procedures) as applied by paragraph 8
of Schedule 3 to the Regulations;

paragraph 17 (1) (Fees) of Schedule 1; and

paragraph 13 (Authority’s procedural rules) of Schedule 17,
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(2 regulation 49 (Reporting requirements) of the Regulations;

3) regulation 60 (Guidance) of the Regulations;

4 regulation 82 (Reporting requirements) of the Payment Services Regulations
2009 (“the 2009 Regulations™);

5) regulation 93 (Guidance) of the 2009 Regulations; and

(6) the other powers referred to in Schedule 4 to the General Provisions of the
Handbook.

D. The rule-making powers listed above are specified for the purpose of section 153(2)
(Rule-making instruments) of the Act.

Commencement
E. This instrument comes into force as follows:
1) the amendments in Part 1 of Annex A, and Annex M come into force on 10
February 2011;
2 the amendments in Part 3 of Annex A and Part 2 of Annex E come into force
on 30 April 2012;
3) the remainder of the instrument comes into force on 30 April 2011.

Notes

F. In the Annexes to this instrument, the “notes” (indicated by “Note:”) are included for
the convenience of readers but do not form part of the legislative text.

Revocation of the Electronic Money sourcebook (ELM)

G. The provisions of the Electronic Money sourcebook (ELM) are revoked with effect
from 30 April 2012.

Amendments to the Handbook

H. The modules of the FSA’s Handbook of rules and guidance listed in column (1) below
are amended in accordance with the Annexes to this instrument listed in column (2).

1) )

Glossary of definitions Annex A
Principles for Businesses (PRIN) Annex B
Senior Management Arrangements, Systems and Annex C
Controls sourcebook (SYSC)

Threshold Conditions (COND) Annex D
General Provisions (GEN) Annex E
General Prudential sourcebook (GENPRU) Annex F
Prudential sourcebook for Banks, Building Societies and Annex G
Investment Firms (BIPRU)

Conduct of Business sourcebook (COBS) Annex H
Supervision manual (SUP) Annex |
Decision Procedure and Penalties manual (DEPP) Annex J
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Dispute Resolution: Complaints sourcebook (DISP) Annex K
Electronic Money sourcebook (ELM) Annex L

Material outside the Handbook

l. The Perimeter Guidance manual (PERG) is amended in accordance with Annex M to
this instrument.

J. The Building Societies Regulatory Guide (BSOG) is amended in accordance with
Annex N to this instrument.

K. The Enforcement Guide (EG) is amended in accordance with Annex O to this

instrument.
Citation
L. This instrument may be cited as the Electronic Money and Payment Services

Instrument 2011.

By order of the Board of the Financial Ombudsman Service Limited
1 February 2011

By order of the Board of the Financial Services Authority
9 February 2011
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Annex A

Amendments to the Glossary of definitions

In this Annex, underlining indicates new text and striking through indicates deleted text
unless otherwise stated.

Part 1: Comes into effect on 10 February 2011

Insert the following new definitions in the appropriate alphabetical position. The text is not

underlined.

authorised
electronic money
institution

average
outstanding
electronic money

EEA authorised
electronic money
institution

EEA branch of
an authorised
electronic money
institution

Electronic
Money Directive

electronic money
institution

(in accordance with regulation 2(1) of the Electronic Money
Regulations):

@) a person included by the FSA in the FSA Register as an
authorised electronic money institution pursuant to regulation
4(1)(a) of the Electronic Money Regulations; or

(b) a person deemed to have been granted authorisation by the FSA
by virtue of regulation 74 of the Electronic Money Regulations.

(in accordance with regulation 2(1) of the Electronic Money Regulations)
the average total amount of financial liabilities related to electronic
money in issue at the end of each calendar day over the preceding six
calendar months, calculated on the first calendar day of each calendar
month and applied for that calendar month.

(in accordance with regulation 2(1) of the Electronic Money Regulations)
a person authorised in an EEA State other than the United Kingdom to
issue electronic money and provide payment services in accordance with
the Electronic Money Directive.

(in accordance with regulation 2(1) of the Electronic Money Regulations)
a branch established by an authorised electronic money institution, in the
exercise of its passport rights, to issue electronic money, provide payment
services, distribute or redeem electronic money or carry out other
activities in accordance with the Electronic Money Regulations in an EEA
State other than the United Kingdom.

Directive 2009/110/EC of the European Parliament and of the Council of
16th September 2009 on the taking up, pursuit and prudential supervision
of the business of electronic money institutions, amending Directives
2005/60/EC and 2006/48/EC and repealing Directive 2000/46/EC.

(in accordance with regulation 2(1) of the Electronic Money Regulations)

an authorised electronic money institution or a small electronic money
institution.
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electronic money (1) (except in DISP) any of the following persons when they issue

issuer

Electronic
Money
Regulations

passport right

electronic money:

(@) authorised electronic money institutions;

(b)  small electronic money institutions;

(c) EEA authorised electronic money institutions;
(d) credit institutions;

(e) the Post Office Limited;

()  the Bank of England, the European Central Bank and the
national central banks of EEA States other than the United
Kingdom, when not acting in their capacity as a monetary
authority or other public authority;

(g) government departments and local authorities when acting
in their capacity as public authorities;

(h)  credit unions;

(1)  municipal banks;

(J)  the National Savings Bank.
[Note: article 2(3) of the Electronic Money Directive]
(2) (in DISP) as in (1) but:

(@  excluding credit institutions, credit unions and municipal
banks; and

(b) including a person who meets the conditions set out in
regulation 75(1) or regulation 76(1) of the Electronic
Money Regulations.

the Electronic Money Regulations 2011 (S1 2011/99).

(in accordance with regulation 2(1) of the Electronic Money Regulations)
the entitlement of a person to establish a branch or provide services in an
EEA State other than that in which they are authorised to provide
electronic money issuance services:

@ in accordance with the Treaty on the Functioning of the European
Union as applied in the EEA; and

(b) subject to the conditions of the Electronic Money Directive.
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small electronic  (in accordance with regulation 2(1) of the Electronic Money Regulations)
money institution a person included by the FSA in the FSA Register pursuant to regulation
4(1)(b) of the Electronic Money Regulations.

Amend the following definitions as shown:

agent (in relation to payment services or electronic money) a person who acts on
behalf of a payment institution or an electronic money institution in
providing payment services.

[Note: article 4(22) of the Payment Services Directive]

electronic money (1)

(except in PERG and FEES) Fhe the investment, specified in
article 74A of the Regulated Activities Order (Electronic money),
which is monetary value, as represented by a claim on the issuer,
which is:

(@) stored on an electronic device;
(b) issued on receipt of funds; and

(c) accepted as a means of payment by persons other than the
issuer.

(in PERG and FEES) electronically (including magnetically)
stored monetary value as represented by a claim on the electronic
money issuer which is:

(a) issued on receipt of funds for the purpose of making
payment transactions as defined in Article 4(5) of the
Payment Services Directive; and

(b) accepted by a person other than the electronic money issuer;

but does not include:

(c) monetary value stored on instruments that can be used to
acquire goods or services only:

(i)  inoron the electronic money issuer’s premises; or

(ii)  under a commercial agreement with the electronic
money issuer, either within a limited network of
service providers or for a limited range of goods or
Services; or

(d) monetary value that is used to make payment transactions
executed by means of any telecommunication, digital or IT
device, where the goods or services purchased are delivered
to and are to be used through a telecommunication, digital or
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IT device, provided that the telecommunication, digital or IT
operator does not act only as an intermediary between the
payment service user and the supplier of the goods and

services.
Part 2: Comes into effect on 30 April 2011
Insert the following new definitions in the appropriate alphabetical position. The text is not
underlined.
issuing the activity specified in article 9B of the Regulated Activities Order

electronic money

(Issuing electronic money), which is the activity of issuing electronic
money by:

@) a credit institution, a credit union or a municipal bank; or

(b) a person who is deemed to have been granted authorisation under
regulation 74 of the Electronic Money Regulations or who falls
within regulation 76(1) of the Electronic Money Regulations.

Amend the following definitions as shown:

base currency

CAD investment
firm

Compulsory
Jurisdiction

consumer credit
activity

(2)  (in EEM; GENPRU and BIPRU) (in relation to a firm) the
currency in which that firm's books of account are drawn up.

has the meaning set out BIPRU 1.1.14R (Types of investment firm: CAD
investment firm), which in summary is an investment firm that is subject
to the requirements imposed by MiFID (or which would be subject to
that Directive if its head office were in an EEA State) but excluding a
bank, a building society, an-ELMI; a credit institution, a local and an
exempt CAD firm.

the jurisdiction of the Financial Ombudsman Service to which firms, ard
payment service providers and electronic money issuers (and certain
other persons as a result of the Ombudsman Transitional Order or section
226(2)(b) and (c) of the Act) are compulsorily subject.

any one of the following activities carried on by a licensee, firm, ef
payment service provider or electronic money issuer:

where at the time of the act or omission complained of:

(g) the licensee, firm, er payment service provider or electronic
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(2)
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money issuer was:

(i)  covered by a standard licence under the Consumer Credit
Act 1974 (as amended); or

(i) authorised to carry on an activity by virtue of section 34(A)
of that Act; or

(iii)  in accordance with regulation 26(2) of the Payment
Services Regulations or requlation 31 of the Electronic
Money Regulations, was not required to hold a licence for
consumer credit business under section 21 of the Consumer
Credit Act 1974; and

the activity was carried on in the course of a business of a type
specified in accordance with section 226A(2)(e) of the Act:

(except in REC) (in accordance with articles 4(1) and 107 of the
BCD):

(@  anundertaking whose business is to receive deposits or
other repayable funds from the public and to grant credits
for its own account; and

(b) . .
E-Money-Directive; [deleted]

but so that:

(c)  (except for the purposes of GENPRU, ELM, BIPRU and
.“ ”.H“.l‘“) ('“II SO EIE*;' {Ias} IIE |ele|ltes o e;fe' ||st|S, ‘E. I|““ 5))-8h

I it £ I I S |
BCDB-is-excluded:and [deleted]

(d)

(in relation to the definition of electronic money issuer) a credit
institution as defined by (1)(a) and includes a branch of the credit
institution within the meaning of Article 4(3) of the Banking
Consolidation Directive which is situated within the EEA and
which has its head office in a territory outside the EEA in
accordance with Article 38 of the Banking Consolidation
Directive.

(e*eep; 'l'" E”GI (a"dl FEES) the "'l"eSEE“Ie"E specified |||Ea’|t|e| I'el
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COMCRIC N

{r-PERG-and-FEES) electronically (including magnetically)

stored monetary value as represented by a claim on the electronic
money issuer which is:

@) issued on receipt of funds for the purpose of making
payment transactions as defined in Article 4(5) of the
Payment Services Directive; and

(b) accepted by a person other than the electronic money
issuer;

but does not include:

(©) monetary value stored on instruments that can be used to
acquire goods or services only:

Q) in or on the electronic money issuer’s premises; or

(i) under a commercial agreement with the electronic
money issuer, either within a limited network of
service providers or for a limited range of goods or
services; or

(d) monetary value that is used to make payment transactions
executed by means of any telecommunication, digital or IT
device, where the goods or services purchased are
delivered to and are to be used through a
telecommunication, digital or IT device, provided that the
telecommunication, digital or IT operator does not act only
as an intermediary between the payment service user and
the supplier of the goods and services.

(in accordance with paragraph 5(c) of Schedule 3 to the Act (EEA
Passport Rights: EEA firm) and article 4(5) of the Banking
Consolidation Directive (Definitions)), but not for the purposes of
ELM, GENPRU, BIPRU and INSPRU), an undertaking, other than
a credit institution, the principal activity of which is to acquire
holdings or to carry on one or more of the listed activities listed in
points 2 to 12 and 15 of Annex | to the BCD, which is a subsidiary
of the kind mentioned in article 24 of the BCD and which fulfils
the conditions in that article.
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for the purposes of EEM; GENPRU, BIPRU and INSPRU and in
accordance with Articles 1(3) (Scope) and 4(5) (Definitions) of
the Banking Consolidation Directive) the following:

@ an undertaking, other than a credit institution, the principal

activity of which is to acquire holdings or to carry on one
or more of the listed activities listed in points 2 to 12 and
15 of Annex | to the Banking Consolidation Directive
including the services and activities provided for in
Sections A and B of Annex | of the MiFID when referring
to the financial instruments provided for in Section C of
Annex | of that Directive;

(b) (for the purposes of consolidated requirements) those

institutions permanently excluded by Article 2 of the
Banking Consolidation Directive (Scope), with the
exception of the central banks of EEA States;-and

) (for the purposes of ELM) an asset management company.

(lEEM; GENPRU and BIPRU) (in relation to a firm) any currency other
than the base currency.

the public record, as required by section 347 of the Act (The public
record) and, regulation 4 of the Payment Services Regulations (The
register of certain payment service providers) and regulation 4 of the
Electronic Money Regulations, of every:

@

(aa) authorised payment institution and its EEA branches;

(ab) small payment institution;

(ac) agent of an authorised payment institution or small payment
institution;

(aca) authorised electronic money institution and an EEA branch of
an authorised electronic money institution;

(acb) small electronic money institution;

(acc) agent of an authorised electronic money institution or small
electronic money institution;

(ad) credit union, municipal bank and the National Savings Bank

where such persons provide a payment service or issue
electronic money;
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(in EEM-7-and BIPRU and in relation to any person) has the
same meaning as in paragraph (1), with the omission of (1)(e).

a person, other than an exempt person era-persen-who-has-been-given-a
warveraceordance-with-articte-8{1)-otthe E-Meney-Bhective, who:

(@)

(b)

1)

)

(2)

provides an electronic commerce activity, from an establishment
in an EEA State other than the United Kingdom, with or for an
ECA recipient present in the United Kingdom; and

is a national of an EEA State or a company or firm mentioned in
article 54 of the Treaty.

: Vi - ” leulation i
2.4.2R (Calculation of initial capital and own funds). [deleted]

a parent undertaking, other than an insurance undertaking, the
main business of which is to acquire and hold participations in
subsidiary undertakings and which fulfils the following
conditions:

(@) its subsidiary undertakings are either exclusively or
mainly insurance undertakings; and

(b) at least one of those subsidiary undertakings is an insurer
or an EEA firm that is a regulated insurance entity or a
reinsurance undertaking;

a parent undertaking, other than an insurance undertaking, that
fulfils the conditions in paragraphs (1)(a) and (b) of this
definition is not an insurance holding company if:

(c) itis amixed financial holding company; and

(d) notice has been given in accordance with Article 4(2) of
the Financial Groups Directive that the financial
conglomerate of which it is a mixed financial holding
company is a financial conglomerate.

For the purposes of:

(@) the definition of the insurance sector;

(b) EbEM:-and [deleted]

(c) the definition of material insurance holding;
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lower tier two
capital

material holding

own funds

participant firm

participation

payment service
provider
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paragraph (1)(b) of this definition does not apply.

(subject to BIPRU TP 1.3R (Revised definition of investment
management firm for certain transitional purposes)), a firm whose
permitted activities include designated investment business, which is not
an authorised professional firm, bank, BIPRU investment firm, EEM;
building society, credit union, energy market participant, friendly
society, ICVC, insurer, media firm, oil market participant, service
company, incoming EEA firm (without a top-up permission), incoming
Treaty firm (without a top-up permission), UCITS management company
or UCITS qualifier (without a top-up permission), whose permission does
not include a requirement that it comply with IPRU-INV 3 or IPRU-INV
13 (Personal investment firms) and which is within (a), (b) or (c):

) : : : :
tin EEII"I) the I_elwen te! .t‘“’ez ealpltal o aIIFE.E.lu_||IGa|GH. Ialted 'I“

funds)- [deleted]
1) '
24 1H7R-(Material-holdings): [deleted]

(2) (for the purposes of GENPRU and BIPRU) has the meaning in
GENPRU 2.2.209R (Deductions from tiers one and two:
Material holdings (BIPRU firm only)).

2 fr-ELMY-the-owntunds-of-an-ELMI-calewlated-in-nceordanee
" 4 (Caleulat  initial canital and funds).
[deleted]

Q) an-ELM-in-relation-to-issuing-e-money. [deleted]

(for the purposes of EEM; UPRU and GENPRU and for the purposes of
BIPRU and INSPRU as they apply on a consolidated basis):

(1)  (except in DISP) (in accordance with regulation 2(1) of the
Payment Service Regulations) any of the following persons when
they carry out a payment service:

@) an authorised payment institution;
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(b) a small payment institution;

() an EEA authorised payment institution;
(d) a full credit institution;

(e) an e-meney-issuer electronic money issuer;

2 (in DISP and FEES 5.5) as in (1) but excluding a full credit
institution and-an-e-meney-firm.

(subject to BIPRU TP 1 (Revised definition of personal investment firm
for certain transitional purposes)) a firm whose permitted activities
include designated investment business, which is not an authorised
professional firm, bank, BIPRU investment firm, EEMY; building society,
credit union, energy market participant, friendly society, ICVC, insurer,
media firm, oil market participant, service company, incoming EEA firm
(without a top-up permission), incoming Treaty firm (without a top-up
permission), UCITS management company or UCITS qualifier (without a
top-up permission), whose permission does not include a requirement
that it comply with IPRU(INV) 3 (Securities and futures firms) or 5
(Investment management firms), and which is within (a), (b) or (c):

1)
{iguid-assets)- [deleted]

(2)  (for the purposes of BIPRU) a debt security that satisfies the
conditions in BIPRU 7.2.49R (Definition of a qualifying debt
security).

(1) (in DISP) a firm (except a UCITS qualifier), payment service
provider, electronic money issuer, licensee or VJ participant
covered by the Compulsory Jurisdiction, Consumer Credit
Jurisdiction or Voluntary Jurisdiction of the Financial
Ombudsman Service.

2 (in DISP 2 and 3) includes, as a result of sections 226 and 226A
of the Act:

@ an unauthorised person who was formerly a firm in
respect of a complaint about an act or omission which
occurred at the time when the firm was authorised,
provided that the compulsory jurisdiction rules were in
force in relation to the activity in question; and

(b) a person who was formerly a licensee in respect of a
complaint about an act or omission which occurred at
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the time when it was a licensee, provided the complaint
falls within a description specified in the consumer
credit rules in force at the time of the act or omission;

() a person who was formerly a payment service provider
in respect of a complaint about an act or omission
which occurred at the time when it was a payment
service provider, provided that the compulsory
jurisdiction rules were in force in relation to the activity
in guestion; and

(d) a person who was formerly an electronic money issuer
in respect of a complaint about an act or omission
which occurred at the time when it was an electronic
money issuer, provided that the compulsory jurisdiction
rules were in force in relation to the activity in question.

(subject to BIPRU TP 1 (Revised definition of securities and futures firm
for certain transitional purposes)) a firm whose permitted activities
include designated investment business, which is not an authorised
professional firm, bank, BIPRU investment firm (unless it is an exempt
BIPRU commodities firm) ELEMY; building society, credit union, friendly
society, ICVC, insurer, media firm, service company, incoming EEA firm
(without a top-up permission), incoming Treaty firm (without a top-up
permission), UCITS management company or UCITS qualifier (without a
top-up permission), whose permission does not include a requirement that
it comply with IPRU(INV) 5 (Investment management firms) or 13
(Personal investment firms), and which is within (a), (b), (c), (d), (e), (f)
or (9):

1) ) . . .
(".' lEI:I“I) “'e. HEEI elnelea_pltal £9_| 2 EI I:I“”. ealleullatesl ”'ﬁ aeel ezlldanee
[deleted]

(1) . . . .
(".' lEI:I“I) “'e. HEEI tlwelea_pltal f.l ah EI I:I“”. eal Ieullateel ”; aeel 9; |.da||ee
[deleted]

(1) (rELM)the-upper-tiertwocapital-ofanELMI-caleulated-in
I o 4 (Caleulat ¢ initial canital
funds). [deleted]

Delete the following definitions. The deleted text is not shown.
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absolute FX exposure limit
consolidated sub-group
consumer e-money card
consumer e-money device
consumer e-money holder

daily e-money outstandings amount
EEA consolidated group

EEA financial parent undertaking
EEA group large exposure

EEA group risk own funds

EEA group risk own funds requirement
ELM financial rules

ELMI

e-money

E-Money Directive

e-money electronic device
e-money firm

e-money float

e-money float exposure

e-money issue price

e-money issuer

e-money outstandings

e-money scheme rules

financial services undertaking

FX exposure

FX exposure limit

granting an e-money permission
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group of closely related counterparties
issuing e-money

large e-money float exposure

net FX open currency position

own funds requirement

qualifying liquid asset

redemption right

regulatory capital resources

relevant financial services company
reportable large exposure

sufficiency liquid

UK consolidated group

UK financial parent undertaking

UK group large exposure

UK group risk own funds

UK group risk own funds requirement
zero weighted asset

Zone A credit institution

Part 3: Comes into effect on 30 April 2012

Delete the following definitions. The deleted text is not shown.

ELM
small e-money issuer

small e-money issuer certificate
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Annex B
Amendments to the Principles for Businesses (PRIN)

In this Annex, underlining indicates new text and striking through indicates deleted text.

3.1.8 G  The Principles will not apply to the extent that they purport to impose an
obligation which is inconsistent with the Payment Services Directive or the
Electronic Money Directive. For example, there may be circumstances in
which Principle 6 may be limited by the harmonised conduct of business
obligations applied by the Payment Services Directive and Electronic Money
Directive to credit institutions and-e-meney-issuers (see Parts 5 and 6 of the
Payment Services Regulations and Part 5 of the Electronic Money
Regulations).
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Annex C

Amendments to the Senior Management Arrangements, Systems and Controls
sourcebook (SYSC)

In this Annex, underlining indicates new text and striking through indicates deleted text.

12.1 Application

12.1.1 R Subject to SYSC 12.1.2R to SYSC 12.1.4R, this section applies to each of the
following which is a member of a group:

1) a firm that falls into any one or more of the following categories:

(b) an-ELMY; [deleted]

BIPRU firms and other firms to which BIPRU 8 applies

12.1.14 R SYSC 12.1.13R applies to a firm that is:
1) an-ELMI; [deleted]

12.1.15 R Inthe case of a firm that:
1) is ar-EEMI-er a BIPRU firm; and
(2 has a mixed-activity holding company as a parent undertaking;

the risk management processes and internal control mechanisms referred to
in SYSC 12.1.8R must include sound reporting and accounting procedures
and other mechanisms that are adequate to identify, measure, monitor and
control transactions between the firm's parent undertaking mixed-activity
holding company and any of the mixed-activity holding company's
subsidiary undertakings.
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Annex D

Amendments to the Threshold Conditions (COND)

In this Annex, underlining indicates new text and striking through indicates deleted text.

2.1 Threshold condition 1: Legal status

211 UK Paragraph 1, Schedule 6 to the Act

1)

If the regulated activity concerned is the effecting or carrying out of
contracts of insurance the authorised person must be a body
corporate (other than a limited liability partnership), a registered
friendly society or a member of Lloyd's.

)

If the person concerned appears to the [FSA] to be seeking to carry
on, or to be carrying on, a regulated activity constituting accepting

deposits erissuing-electronic-meney, it must be-

(@)

a body corporate; or

(b)

a partnership.

2.13 G
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Annex E
Amendments to the General Provisions (GEN)
In this Annex, underlining indicates new text and striking through indicates deleted text.

Part 1: Comes into force on 30 April 2011

131 G  The FSA recognises that there may be occasions when, because of a
particular emergency, a person (generally a firm, but in certain
circumstances, for example in relation to price stabilising rules ersmal-e-
meney-issuerrules, an unauthorised person) may be unable to comply with
a particular rule in the Handbook. The purpose of GEN 1.3.2R is to provide
appropriate relief from the consequences of contravention of such a rule in
those circumstances.

51.1 G  This chapter contains:

1) guidance for firms and, authorised payment institutions; and
authorised electronic money institutions and their appointed
representatives, agents or tied agents on the circumstances in which
the FSA permits them to reproduce the FSA logo;

5 Annex 1G Licence for use of the FSA and keyfacts logos

Application

1.1 The FSA grants this licence to firms, authorised payment institutions, authorised
electronic money institutions, appointed representatives, agents and tied agents.

Permission to use the FSA logo

3.1 A UK domestic firm, its appointed representatives and tied agents, and an
authorised payment institution and its agents and an authorised electronic money
institution and its agents are permitted to use the FSA logo:

(1) | as part of a statement by that person, in a letter or electronic equivalent, that
it or, in relation to an appointed representative, agent or tied agent, its
principal, is authorised and regulated by the FSA; or

(2) | if required to do so by the FSA.
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Powers exercised

The following additional powers have been exercised by the FSA to make the
rules in GEN:

Regulation 92 (Costs of eemphanee supervision) of the Payment Services
Regulations

Requlation 49 (Reporting requirements) of the Electronic Money
Requlations

Requlation 59 (Costs of supervision) of the Electronic Money Regulations

The following powers and related provisions in the Act have been exercised by
the FSA to issue the parts of the statements in GEN:

Section 69 (Statement of policy) (including as applied by paragraph 1 of
Schedule 5 to the Payment Services Regulations and paragraph 1 of
Schedule 3 to the Electronic Money Regulations)

Section 169(9) (Investigations etc in support of overseas regulator)
(including as applied by paragraph 3 of Schedule 5 to the Payment
Services Regulations and paragraph 3 of Schedule 3 to the Electronic
Money Regulations)

Section 210 (Statements of policy) (including as applied by regulation
86(6) of the Payment Services Regulations and regulation 53 (6) of the
Electronic Money Regulations)

Section 395 (The Authority’s procedures) (including as applied by
paragraph 7 of Schedule 5 to the Payment Services Regulations and
paragraph 8 of Schedule 3 to the Electronic Money Regulations)

The following additional powers and related provisions have been exercised by
the FSA to issue the parts of the statements in GEN:
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Regulation 93 (Guidance) of the Payment Services Regulations
Regulation 60 (Guidance) of the Electronic Money Regulations
Sch 4.7G
Sch The following additional powers and related provisions have been exercised by
4.7AG the FSA in GEN to direct, require or specify:
Regulation 49 (Reporting requirements) of the Electronic Money
Requlations
Sch The following additional powers have been exercised by the FSA to make the
4.10G other guidanee guidance in GEN:
Regulation 60 (Guidance) of the Electronic Money Regulations

Part2: Comes into force 30 April 2012

Schedule 4  Powers exercised

Sch 4.2G | The following powers and related provisions in or under the Act have been
exercised by the FSA to make the rules in GEN:

12 N t'leles QGI '(I ©b ta”'l'“g. ”"9”';&?9“ From-certified pensl_ens Ete;) a'ﬁ'dl SH

Page 22 of 83



FOS 2011/1
FSA 2011/7

Sch 4.7G | The following powers and related provisions in the Act have been exercised by
the FSA in GEN to direct, require or specify:

A “.eﬁl.es 9b-6 ‘ppl'ea}'e'ﬁ'slle' ee|t||||eatles) and 9F-{ eel"eea“e“ of
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Annex F

Amendments to the General Prudential sourcebook (GENPRU)

In this Annex, underlining indicates new text and striking through indicates deleted text.

3Annex 1R  Capital adequacy calculations for financial conglomerates (GENPRU
3.1.26R and GENPRU 3.1.29R)

7 Table

9 Table: PART 6: Definitions used in this Annex

Solo capital
resources
requirement:
Banking
sector and
investment
service sector

6.2

(3) The solo capital resources requirement of an e-
moeney-issuer electronic money institution is the capital
resources requirement that applies to it under the
Electronic Money Regulations.:

. I lios to. it ued ;

: ,
(b)-tin-any other case) the capital esources
Fequirement that would appll_y tel Hdnder lEE.M III 'E.
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Annex G

Amendments to the Prudential sourcebook for Banks, Buildings Societies and

Investment Firms (BIPRU)

In this Annex, underlining indicates new text and striking through indicates deleted text.

8.1.1

R

This chapter applies to:

1)
()
(3)

(4)

a BIPRU firm that is a member of a UK consolidation group;

a BIPRU firm that is a member of a non-EEA sub-group; and

EEA-sub-group-i-that-greup-includesa-BIRPRU-firm:-and [deleted]

a firm that is not a BIPRU firm and is a parent financial holding
company in a Member State in a UK consolidation group.
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Annex H

Amendments to the Conduct of Business sourcebook (COBS)

In this Annex, underlining indicates new text and striking through indicates deleted text.

1.1.1A

-
[EEN
[N
w

4.1.1A

o
~
w

15.1.1

R

|70

|70

|70

G

This sourcebook does not apply to a firm with respect to the activity of
accepting deposits carried on from an establishment maintained by it, or its
appointed representative, in the United Kingdom, except for COBS 4.6
(Past, simulated past and future performance), COBS 4.7.1R (Direct offer
financial promotions), COBS 4.10 (Systems and controls and approving and
communicating financial promotions), COBS 13 (Preparing product
information) and COBS 14 (Providing product information to clients) which
apply as set out in those provisions, COBS 4.1 and the Banking: Conduct of
Business sourcebook (BCOBS).

COBS 4.4.3R, COBS 5 (Distance communications), COBS 15.2 (The right to
cancel), COBS 15.3 (Exercising a right to cancel), COBS 15.4 (Effects of
cancellation) and COBS 15 Annex 1 (Exemptions from the right to cancel)
apply to a firm with respect to the activity of issuing electronic money as set
out in those provisions.

COBS 4.4.3R applies to a firm with respect to the activity of issuing
electronic money.

To ensure that a firm pays due regard to the information needs of its clients,
and communicates information to them in a way which is clear, fair and not
misleading with respect to the activity of issuing electronic money, a firm
must ensure that, in good time before the firm issues electronic money to a
person, it has been communicated to that person on paper or in another
durable medium that the compensation scheme does not cover claims made
in connection with issuing electronic money.

This chapter is relevant to a firm that enters into a contract cancellable under
this chapter. In summary, this means it is relevant to:

Q) most providers of retail financial products that are based on
designated investments; and

2 firms that enter into distance contracts with consumers that relate to
designated investment business; and

(3)  firms that enter into distance contracts the making or performance of
which by the firm constitutes, or is part of, the activity of issuing
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15.2.1 R
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A consumer has a right to cancel any of the following contracts with a firm:

Cancellable contract

Cancellation
period

Supplementary provisions

Non-life/pensions (at a distance):

a distance contract, relating to ...

« accepting deposits

» designated investment business

14 calendar days

Exemptions may apply (see COBS
15 Annex 1)

* issui

ng electronic money

TP 2 Other Transitional Provisions

(1) ) ®3) (4) (%) (6)
Materials to Transitional provision Transitional | Handbook
which the provisions: | provisions:
transitional dates in coming into
provision applies force force
2.15 | The changes to R | Inrelation to a person deemed | 30 April 30 April
COBS set out in to have been granted 2011 2011

Annex H of the
Electronic Money
and Payment
Services
Instrument 2011

authorisation by virtue of
regulation 74 of the Electronic
Money Regulations, the
changes effected by the Annex
listed in column (2) do not
apply and COBS 5 and COBS
15.3.1R, COBS 15.3.4R and
COBS 15.4, as they were in
force as at 29 April 2011, will
apply from 30 April 2011 for
as long as that person is
deemed to be authorised by
virtue of regulation 74 of the
Electronic Money Regulations.

Page 28 of 83




Annex |

FOS 2011/1
FSA 2011/7

Amendments to the Supervision manual (SUP)

In this Annex, underlining indicates new text and striking through indicates deleted text,
unless otherwise stated.

3 Auditors
3.1 Application
3.1.2 R Applicable sections (see SUP 3.1.1R)

(1) Category of firm

(2) Sections applicable

(3) Sections

to the firm applicable to its
auditor
SUP 3.8
13A Annex 1G Application of the Handbook to Incoming EEA Firms

(1)
Module of
Handbook

(2) Potential application to an incoming
EEA firm with respect to activities
carried on from an establishment of the
firm (or its appointed representative) in
the United Kingdom

(3) Potential application to
an incoming EEA firm
with respect to activities
carried on other than from
an establishment of the
firm (or its appointed
representative) in the
United Kingdom

IPRU
(BANK)

Only the following apply, and only if the
firm is a credit institution etherthanan
EIEGE'.G'"G moRey nstitution-within-the
MEanng _eI o _tlele HE)a)-of tl_ne E
lhleneﬁ_y Eﬁ ||eet||ue that Ilals the HY l.'t 0
arrangements under the Banking
ConsolidationDirective (IPRU(BANK)

Does not apply. But if the
firm is a credit institution
whose notification to the
FSA of its intention to
provide services in the
United Kingdom covers
services provided through
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154.1

16
16.1

16.1.1

16.1.1A

16.1.3
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3.2.1R): a branch, see column (2).
(1) IPRU(BANK) 3.5.1R; and
(2) IPRU(BANK) chapters LM and LS.

Notified persons

R

(1) An overseas firm, which is not an incoming firm, must notify the FSA
within 30 business days of any person taking up or ceasing to hold the
following positions:

(© for a bank eran-ELMH: the two or more persons who
effectively direct its business in accordance with SYSC 4.2.2R

and ELM 5.3.1R, respectively;

Reporting requirements

Application

R This chapter applies to every firm within a category listed in column (2) of the
table in SUP 16.1.3R and in accordance with column (3) of that table.

D  The directions and guidance in SUP 16.13 apply to an authorised payment
institution and a small payment institution.

D  Thedirections and guidance in SUP 16.15 apply to electronic money issuers
that are not credit institutions.

R Application of different sections of SUP 16 (excluding SUP 16.13 and SUP

16.15)

@ (2) Categories of firm to which (3) Applicable rules
Section(s) section applies and guidance
SUP 16.6 Bank;-ELM SUP 16.6.4R to SUP
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16.6.5R

SUP 16.7 Bank, other than an EEA bank with SUP 16.7.7R to SUP
permission for cross border services | 16.7.15R
only.

Note 1 = Where an authorised professional firm is required by IPRU(INV)
2.1.2R(1) to comply with chapter 3, 5, 10 or 13 of IPRU(INV), section SUP
16.7 applies to such a firm as if it were the relevant firm category in the right
hand column of IPRU(INV) 2.1R.

Note 2 = The application of SUP 16.13 is set out under SUP 16.13.1G and the
application of SUP 16.15 is set out under SUP 16.15.1G.

Structure of the chapter

16.3.2 G  This chapter has been split into the following sections, covering:

(10)  reporting under the Payment Services Regulations; and
(11) client money and asset return (SUP 16.14); and

(12) reporting under the Electronic Money Requlations.

[Editor’s Note: sub-paragraph (11) was added by FSA 2010/52 and
comes into force on 1 June 2011.]

16.6 Compliance reports

Application

16.6.2 G  Applicable provisions of this section (see SUP 16.6.1G)

Category of firm Applicable provisions
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BankEEM SUP 16.6.4R - SUP 16.6.5R

Banks

16.6.4 R A bank and-ar-EEMI must submit compliance reports to the FSA in
accordance with SUP 16.6.5R.

16.6.5 R Compliance reports from a bank and-an-ELMH (see SUP 16.6.4R)

16.12 Integrated Regulatory Reporting

Reporting requirement

16.12.4 R  Table of applicable rules containing data items, frequency and submission

periods
1) ) 3 (4)
RAG Regulated Activities Provisions containing
number
applicable reporting Due date
data items frequency/
period
RAG 1 * accepting deposits SUP SUP 16.12.6R SUP
iSStH i 16.12.5R 16.12.7R
* meeting of repayment claims
» managing dormant account
funds (including the
investment of such funds)

Regulated Activity Group 1

16.12.5 R  The applicable data items and forms or reports referred to in SUP 16.12.4R
are set out according to firm type in the table below

Description | Prudential category of firm, applicable data items and reporting format (Note 1)
of data
item
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UK Building | Non-EEA | EEA bank | EEA bank Credit | Dormant
bank society bank union | account
fund
operator
(note 15)
Annual No No No
reportand | standard standard standard
accounts format format, format
but in
English
Balance
sheet
Income
statement
Capital
adequacy
Market risk
Large
exposures
Liquidity
(other than
stock)
ELMH
guestions
Non-EEA
sub-group
16.12.7 R  The applicable due dates ...

Note 1

Applicable to UK banks; and dormant account fund operators and

electronic money institutions.
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Purpose

16.13.2 G  The purpose of this section is to give directions to authorised payment
institutions and small payment institutions under regulation 82 (Reporting
requirements) of the Payment Services Regulations in relation to:

16.13.2A G The purpose of this section is also to set out the rules applicable to
authorised payment institutions and small payment institutions in relation to
complete and timely reporting and failure to submit reports.

Reporting requirement

16.13.3 D (1) An authorised payment institution or a small payment institution
must submit to the FSA FSA the duly completed return applicable
to it as set out in column (2) of the table in SUP 16.13.4D.

16.13.3A D SUP 16.3.11R (Complete reporting) and SUP 16.3.13R (Timely reporting)
also apply to authorised payment institutions and small payment institutions
as if a reference to firm in these rules were a reference to authorised
payments institutions and small payment institutions.

16.13.3B R SUP 16.3.14R (Failure to submit reports) also applies to authorised payment
institutions and small payment institutions as if a reference to firm in this rule
were a reference to authorised payments institutions and small payment
institutions

After SUP 16.14 insert the following new section. The text is not underlined.
[Editor’s Note: SUP 16.14 was added by FSA 2010/52 and comes into force on 1 June 2011.]
16.15 Reporting under the Electronic Money Regulations

Application

16.15.1 G  This section applies to electronic money issuers that are not credit institutions
(see SUP 16.1.1BD).

Purpose

16.15.2 G  The purpose of this section is to give directions to the electronic money
issuers referred to in SUP 16.1.1BD under regulation 49 (Reporting
requirements) of the Electronic Money Regulations in relation to:

@ the information in respect of their issuance of electronic money and
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provision of payment services and their compliance with
requirements imposed by or under Parts 2 to 5 of the Electronic
Money Regulations that they must provide to the FSA; and

(2) the time at which and the form in which they must provide that
information.

G  The purpose of this section is also to set out the rules applicable to these
types of electronic money issuers in relation to complete and timely
reporting and, where relevant, the failure to submit reports.

Reporting requirement

D  An electronic money issuer that is not a credit institution must submit to the
FSA:

(1) the duly completed return applicable to it as set out in column (2)
of the table in SUP 16.15.8D; and

(2) the return referred to in (1):

@ in the format specified as applicable in column (3) of the
table in SUP 16.15.8D;

(b) at the frequency and in respect of the periods specified in
column (4) of that table;

(© by the due date specified in column (5) of that table; and
(d) by electronic means made available by the FSA where
necessary.

D SUP 16.4.5R (Annual Controllers Report) and SUP 16.5.4R (Annual Close

Links Reports) apply to an authorised electronic money institution as if a
reference to firm in these rules were a reference to an authorised electronic
money institution.

D SUP 16.3.11R (Complete reporting) and SUP 16.3.13R (Timely reporting)

apply to an authorised electronic money institution and a small electronic
money institution as if a reference to firm in these rules were a reference to
an authorised electronic money institution and a small electronic money
institution.

R SUP 16.3.14R (Failure to submit reports) also applies to an authorised

electronic money institution and a small electronic money institution as if a
reference to firm in these rules were a reference to an authorised electronic
money institution and a small electronic money institution.

D  The table below sets out the format, reporting frequency and due date for

submission in relation to regulatory returns that apply to electronic money
issuers that are not credit institutions.
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1) ) ®) (4) (®)
Type of Return Format Reporting Due date (Note 4)
electronic Frequency
money
issuer
Authorised Balance sheet FSA059 Half yearly (Note 3) | 30 business days
electronic
money
institution
(Note 1)
Income statement | FSA060 Half yearly (Note 3) | 30 business days
Capital FSA061 Half yearly (Note 3) | 30 business days
requirements
Safeguarding FSA062 Half yearly (Note 3) | 30 business days
Supplementary FSA063 Half yearly (Note 3) | 30 business days
information
Annual reportand | No Annual (Note 3) 80 business days
accounts standard
format
Small Return FSA064 Half yearly (note 5) | 30 business days
electronic
money
institutions
(Note 2)
Total electronic FSA065 Annual (Note 5) 1 month
money outstanding
@ 31st December
Annual reportand | No Annual (Note 5) 80 business days
accounts standard
format
(a) the Post | Average No Half yearly (Note 6) | 30 business days
Office outstanding standard
Limited electronic money format

(b) the Bank
of England,
the ECB and
the national
central
banks of
EEA States
other than
the United
Kingdom

(©)
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Government

departments

and local

authorities

(d) credit

unions

(€)

municipal

banks

() the

National

Savings

Bank

Note 1 When submitting the completed returns required, the authorised electronic
money institution must use the format of the returns set out in SUP 16 Annex
30AD to SUP 16 Annex 30ED.

Note 2 When submitting the completed returns required, the small electronic money
institution must use the format of the returns set out in SUP 16 Annex 30FD
to SUP 16 Annex 30GD.

Note 3 Where the authorised electronic money institution’s reporting frequency is
half yearly or annual, this field is calculated from the authorised electronic
money institution’s accounting reference date.

Note 4 The due dates for returns are the last day of the periods given in column (5) of
the table above following the relevant reporting frequency period set out in
column (4) of the table above.

Note 5 The reporting frequency in relation to FSAQ065 is calculated from 31
December each calendar year. Otherwise, where the small electronic money
institution’s reporting frequency is half yearly or annual, this field is
calculated from the small electronic money institution’s accounting reference
date.

Note 6 This is calculated from 31 December each calendar year.

After SUP 16 Annex 29R insert the following new Annexes. The text is not underlined.

16 Annex 30D Electronic money: returns

The returns for electronic money institutions are set out in SUP 16 Annex 30AD to 16 Annex
GD. [Editor’s Note: SUP 16 Annex 29R was added by FSA 2010/52 and comes into force on
1 June 2011.]
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16 Annex 30AD Authorised electronic money institutions - balance sheet return

FSA059 Authorised electronic money institutions - balance sheet

I:I Please select £ or €

Currency

Currency units

1 Cash ]
2 Secure low-risk liquid assets ]
3 Material holdings in financial institutions ]
4 Investments in own shares ]
5 Other current assets ]
6 Intangible assets ]
7 Other fixed assets ]
8 Total assets ]
9 Electronic money outstandings

10 o/w electronic money issue price

11 Other current liabilities
12 Non current liabilities (excluding provisions)

13 Paid up share capital

14 Share premium account ]
15 Audited reserves (excluding revaluations) ]
16 Externally verified interim profits ]

17 Partnership capital
18 Initial capital

19 Interim net losses
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20 Revaluation reserves ]
21 Own Funds ]
22 Subordinated debt capital ]
23 Provisions ]
24 Unaudited current year's profits ]
25 Total liabilities ]
16 Annex 30BD Authorised electronic money institutions - income statement

FSA060 Authorised electronic money institutions - income statement

Currency |:| Please select £ or €

Currency units
Income (including regulated business A
revenue)

1 Total income ]
EXxpenses

2 Total expenses

3 Tax expense :

4 Dividends

5 Extraordinary items ]
6 Retained Profit ]

16 Annex 30 CD Authorised electronic money institutions - capital requirements
return

FSAQ061 Authorised electronic money institutions - capital requirements

Currency I:l Please select £ or €
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Currency units
The firm completing this is subject to the capital rules for
A
Electronic money issuance and related payment .
services only (Answer Yes or No) If 'yes' complete Part
One, Section 1 only.
Electronic money issuance, related payment If 'yes' complete
services and unrelated payment services (Answer both Part One,
Yes or No) Sections 1 and 2.
PART ONE: CAPITAL REQUIREMENT
Section 1 (electronic money business)
Initial capital requirement 350 Min €350,000
Own funds requirement
Total own funds ]
Electronic money outstandings at periodend [ |
Average daily outstanding electronic money at
the end of each calendar day over preceding 6
months
Own funds requirement 2% of average

outstanding
electronic money

figure (field A7)
Total capital requirement (higher of initial
capital and own funds requirements)
Section 2 (electronic money institutions
engaged in unrelated payment services)
Please indicate which method your firm uses to Select one method
calculate its own funds requirement only — A, B or C and

complete the relevant
section below.

Method A (Fixed overheads method)

Total fixed overheads for preceding year ]
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13
14
15

16
17
18
19

20
21

22
23
24
25
26

27
28
29
30
31
32

33
34

35
36

Own funds requirement (10% of fixed
overheads for preceding year)

Method B (Scaled average monthly payment method)

Total payment volume (in Euro)

4% of first €5m of payment volume

2.5% of payment volume between €5m and
€10m

1% of payment volume between €10m and
€100m

0.5% of payment volume between €100m and
€250m

0.25% of any remaining payment volume
Total

Scaling factor

Own funds requirement

Method C (Scaled income method)
Relevant Indicator

Interest income

Interest expenses

Gross commissions and fees received
Gross other operating income

Total Relevant Indicator

Multiplication Factor

10% of the first €2.5m of the total relevant
indicator

8% of the total relevant indicator between
€2.5m and €5m

6% of the total relevant indicator between €5m
and €25m

3% of the total relevant indicator between
€25m and €50m

1.5% of any remaining amount of the total
relevant indicator

Total

Scaling factor

Own funds requirement

Total capital requirement
Initial capital requirement from Section 1 (X)

Own funds requirement from Section 1 + own
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37

38
39
40
41
42
43
44

45
46
47

48

49
50
51
52
53
54
55

56
57
58
59
60

funds requirement calculated using methods A,
BorC (Y)
Total capital requirement (higher of X and Y)

Part Two: TOTAL CAPITAL RESOURCES

Paid up capital

Reserves

Retained profit/loss

Revaluation reserves

Eligible general or collective provisions
Eligible securities and instruments
Cumulative preference shares (other than fixed
term)

Eligible members' commitments

Eligible borrowers' commitments
Eligible fixed term cumulative preference
shares and subordinated loans

Total resources

Deductions

Own shares at book value
Intangible assets

Material losses

Deductible holdings of shares
Deductible participations
Deductible instruments

Total deductions

Total capital resources

Period end £/€ exchange rate used

Total capital resources (Euro equivalent)
Total capital requirement (in Euro)
Capital surplus/deficit (in Euro)
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16 Annex 30DD Authorised electronic money institutions — safeguarding return

FSA062 Authorised electronic money institutions - safeguarding return

METHOD OF SAFEGUARDING OF CLIENT ASSETS

A B C
Mark X’ inall Electronic Unrelated Name of institution/
appropriate boxes in money payment custodian/insurer
columns A & B services

1 Placed in a separate
account with an
authorised credit
institution

2 Invested in approved
secure low-risk
liquid assets held in
a separate account
with an authorised
custodian

3 Covered by an
insurance policy
with an authorised
insurer

4 Covered by a
guarantee from an
authorised insurer

5 Covered by a
guarantee from an
authorised credit
institution
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16 Annex 30ED Authorised electronic money institutions - supplementary
information

FSA063 Authorised electronic money institutions - supplementary
information

Yes/No Explanation if No

1 Have the firm's own funds been
equal to or greater than its own
funds requirement throughout
the reporting period?

2 Have all funds received from
customers been immediately
segregated and safeguarded
throughout the reporting period?

3 Please report the number of
electronic money accounts open
with the firm at the end of the
reporting period.

4 Please report the number of
agents the firm was responsible
for at the end of the reporting
period

Audited Accounts

5 If your firm is incorporated, does it qualify for the
Companies House small firms exemption from having its
accounts audited? Please answer ‘yes’ or ‘no’.

6 If your firm is required to submit audited accounts, please

report the date on which your accounts were last audited.
Please enter date

7 Is your firm a ‘hybrid’ firm conducting other non-
regulated business with an obligation to submit separate
accounts for its electronic money and payment services
business? Please answer ‘yes’ or ‘no’.

8 If you have answered ‘yes’ to 7 above, please enter the
date these accounts were last submitted to us. Please enter
date
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16 Annex 30FD Small electronic money institution return

FSA064 Small electronic money institution return

oo

Section 1: Capital Adequacy A

(**Full completion of Section 1 of this return is only required if the actual or, where
applicable, projected figure for ‘average outstanding electronic money’ in respect of
the relevant period is equal to or exceeds €500,000. If the figure is below this
threshold the capital requirement does not apply and figures for fields A3 and A4
only should be entered.**)

Currency Please select £ or €
Currency units Thousands

PART ONE: CAPITAL REQUIREMENT

Initial capital requirement 2% of average
outstanding
electronic money
figure (A4)

Own funds requirement

Total own funds ]

Electronic money outstandings at periodend | |

Average outstanding electronic money at the
end of each calendar day over preceding 6
months

Own funds requirement 2% of average
outstanding
electronic money
figure (A4)

Total capital requirement (higher of initial
capital and own funds requirements)

Part Two: TOTAL CAPITAL RESOURCES

Paid up capital
Reserves
Retained profit/loss
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Revaluation reserves

Eligible general or collective provisions
Eligible securities and instruments

Cumulative preference shares (other than fixed
term)

Eligible members' commitments

Eligible borrowers' commitments

Eligible fixed term cumulative preference
shares and subordinated loans

Total resources

Deductions ]

Own shares at book value
Intangible assets

Material losses

Deductible holdings of shares
Deductible participations
Deductible instruments

Total deductions

Total capital resources

Period end £/€ exchange rate used

Total capital resources (Euro equivalent)
Total capital requirement (in Euro)
Capital surplus/deficit (in Euro)

Section 2: Method of safeguarding of client assets

A B C
Mark X’ in all Electronic Unrelated Name of institution/

appropriate boxes in money payment custodian/insurer
columns A & B services

Placed in a separate
account with an
authorised credit
institution

Invested in approved
secure low-risk liquid
assets held in a
separate account with
an authorised
custodian

Covered by an || | |
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insurance policy with
an authorised insurer

Covered by a
guarantee from an
authorised insurer

Covered by a
guarantee from an
authorised credit
institution

Section 3: Supplementary

Has the firm continued to meet
the condition for registration
that average outstanding
electronic money generated by
the firm’s total business
activities must not exceed
€5,000,000 throughout the
reporting period?

Has the firm continued to meet
the condition for registration
that the rolling monthly average
of the total amount of any
unrelated payment transactions
(over any period of 12 months)
must not exceed €3,000,000
throughout the reporting period?
If the actual or, where
applicable, projected figure for
‘average outstanding electronic
money’ in respect of the
relevant period is equal to or
greater than €500,000, has the
firm's own funds been equal to
or greater than its own funds
requirement (2% of their
average outstanding electronic
money) throughout the reporting
period?

Answer N/A if the average amount of

outstanding electronic money is below
€500,000.

Have all funds received from
customers been immediately
segregated and safeguarded

Information

Yes/No Explanation if No
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throughout the reporting period?

5 Please report the number of
electronic money accounts open
with the firm at the end of the
reporting period.

6 Please report the number of
agents the firm was responsible
for at the end of the reporting
period.

Audited Accounts

7 If your firm is incorporated, does it qualify for the
Companies House small firms exemption from having
its accounts audited? Please answer ‘yes’ or ‘no’.

8 If your firm is required to submit audited accounts,
please report the date on which your accounts were last
audited. Please enter date

9 Is your firm a ‘hybrid’ firm conducting other non-
regulated business with an obligation to submit
separate accounts for its electronic money and
payment services business? Please answer ‘ves’ or ‘no’.

10 If you have answered ‘yes’ to 7 above, please enter the
date these accounts were last submitted to us. Please
enter date

16 Annex 30GD Small electronic money institutions - total outstanding electronic

money return

FSA065 Small electronic money institutions - total electronic money
outstanding @ 31st December

1

Total amount of outstanding electronic money issued at 31/12:
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Appendix 1 Prudential categories and sub-categories
131 G  Prudential categories and sub-categories used in the Prudential sourcebooks
and the Supervision manual
Prudential Applicable prudential requirements | Prudential sub-
categories (Note (Note 2) categories
1)
ELMH ELM
TP 1.2 (D) 2 ©)) (4) Transitional provision (5) Transitional (6) Handbook
Material to provision: dates provision:
which the in force coming into
transitional force
provision
applies
121
(5) R | AnEEMithatisrequired-to Hanuary-2008 | LJanuary-2008
SUp report-a-consohidated-reporting
[deleted] inthe-case ofF ELM-7.3.2R-in
respect-of-reporting-datesafter
34-December200will-use
ESADO3-nplace-o-FSADBOY:
FSA003-should-be-submitted-in
accordance-with-SUP
@) R An-ELMbwillnotbe reguired 1-January-2008 1January2008
sup to-report-under-these rulesin to-1-April-2009
sSUp 31-December2007-butwill
[deleted] 16-12.5R:
12
M
(18) R An-ELM-must submit-the 1January-2008 anuary2008
SUp ELM-CAJLE (unconsolidated t0-30-August
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SUp dates-between-1-January-2008
[deleted] accordance-with-the rules-set

Insert the following new transitional provision after SUP TP 1.5. The text is not underlined.

TP 1.6 Electronic Money Transitional Provision

@ (2) Material to 3) (4) Transitional provision (5) Transitional (6) Handbook
which the provisions: dates provision:
transitional in force coming into
provision applies force
1 The changes to R | Inrelation to a person deemed to 30 April 2011 30 April 2011

SUP set out in
Annex | of the
Electronic Money

and Payment
Services

Instrument 2011

have been granted authorisation by
virtue of requlation 74 of the
Electronic Money Reqgulations, the
changes effected by the Annex listed
in column (2) do not apply and the
provisions of SUP, as they were in
force as at 29 April 2011, will apply
from 30 April 2011 for as long as
that person is deemed to be
authorised by virtue of requlation 74

of the Electronic Money Regulations.
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Amend the following as shown.

Schedule 4

Sch 4.4G

Powers exercised

The following additional powers and related provisions have been exercised by
the FSA to give the directions and make the guidance in SUP.

Regulation 93 (Guidance) of the Payment Services Regulations

Requlation 49 (Reporting requirements) of the Electronic Money
Requlations

Requlation 60 (Guidance) of the Electronic Money Regulations
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Amendments to the Decision Procedure and Penalties manual (DEPP)

In this Annex, underlining indicates new text.

2 Annex 1G Warning notices and decision notices under the Act and certain other
enactments

Insert the following table at the end of DEPP 2 Annex 1

Electronic Money
Regulations

Description

Handbook

reference

Decision maker

Requlations 9(6) and

where the FSA is proposing to

15

refuse an application for
authorisation as an authorised
electronic money institution, or
for reqistration as a small
electronic money institution, or
impose a requirement, or refuse
to vary an authorisation or

registration

Executive
procedures

Requlations 9(7)(a)

when the FSA is deciding to

and 15

refuse an application for
authorisation as an authorised
electronic money institution, or
for reqistration as a small
electronic money institution, or
impose a requirement or refuse
to vary an authorisation or

registration

Executive
procedures where
no representations
are made in
response to a
warning notice,
otherwise by the
RDC

Requlations 10(4),

when the FSA is proposing or

10(5)(a)and 15

deciding to either cancel an
authorised electronic money
institution’s authorisation, or to
cancel a small electronic money
institution’s reqistration
otherwise than at that
institution’s own request *

RDC

Requlations 11(6),

when the FSA is exercising its

11(9), 11(10)(b) and

powers to vary an electronic

15

money institution’s authorisation
or vary asmall electronic
money institution’s registration
on its own initiative

RDC or Executive
procedures (Note 1)

Page 52 of 83




FOS 2011/1

FSA 2011/7
Requlation 29(2) when the FSA is proposing to Executive
refuse to reqgister an EEA branch procedures
of an authorised electronic
money institution
Requlation 29(3)(a) | when the FSA is deciding to Executive

refuse to reqgister an EEA branch
of an authorised electronic
money institution

procedures where
no representations
are made in
response to a
warning notice,
otherwise by the
RDC

Regulation 29(2) when the FSA is proposing or RDC
and Requlation deciding to cancel the
29(3)(a) registration of an EEA branch of
an authorised electronic money
institution*
Regulation 34(9) when the FSA is proposing to Executive
refuse an application for procedures
registration as an agent
Regulation when the FSA is deciding to Executive
34(10)(a) refuse an application for procedures where

registration as an agent

no representations
are made in
response to a
warning notice,
otherwise by the
RDC

Regulations 35(2) when the FSA is proposing or RDC
and 35(3)(a) deciding to remove an agent

from the FSA Register otherwise

than at the request of the

electronic money institution *
Regulations 53(1) when the FSA is proposing, or RDC
and 53(3) deciding, to publish a statement

that an electronic money issuer

has contravened the Electronic

Money Regulations *
Regulations 53 (1) when the FSA is proposing or RDC
and 53 (3) deciding, to impose a financial

penalty *
Regulations 53(1) When the FSA is proposing or RDC
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and 53(3)

deciding to suspend the
authorisation of an authorised
electronic money institution or
registration of a small electronic
money institution, or to limit or
otherwise restrict the carrying
on of electronic money issuance
or payment services business by
an electronic money institution *

Requlations 56(1)

when the FSA is proposing or

and 56(3)

deciding to exercise its powers
o require restitution *

X
O

Requlation 74(7)

when the FSA is proposing to

decide not to include a person
on the reqister

Executive
procedures

Requlation 74(8) (a)

when the FSA is deciding not to

include a person on the reqgister

Executive
procedures where
no representations
are made in
response to a
warning notice,
otherwise by the
RDC

Schedule 3, when the FSA is proposing or RDC
paragraph 1 deciding to publish a statement

that a relevant person has been

knowingly concerned with a

contravention of the Electronic

Money Regulations (Note 2)
Schedule 3, when the FSA is proposing or RDC
paragraph 1 deciding to impose a financial

penalty against a relevant person

(Note 2)
Notes:

(1) The RDC will take the decision to give the notice exercising the FS4’s own-initiative

power if the action involves:

(a) removing a type of activity from an authorisation or reqgistration; or

(b) refusing an application to include a type of activity in an authorisation or registration; or

(c) restricting a person from taking on new business, dealing with a particular category of

customer or refusing an application to vary or cancel such a restriction; or
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(d) imposing or varying a capital requirement, or refusing an application to vary or cancel
such a requirement.

(2) The Electronic Money Regulations do not require third party rights and access to FSA
material when the FSA exercises this power. However, the FSA generally intends to allow
for third party rights and access to material when exercising this power.
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Annex K
Amendments to the Dispute Resolution: Complaints sourcebook (DISP)

In this Annex underlining indicates new text and striking through indicates deleted text,
unless otherwise stated.

INTRO 1 Introduction

This part of the Handbook sets out how complaints are to be dealt with by
respondents (firms, payment service providers, electronic money issuers,
licensees and VJ participants) and the Financial Ombudsman Service.

The powers to make rules (or set standard terms) relating to firms, payment
service providers, electronic money issuers, licensees, and VJ participants
derive from various legislative provisions; but the rules (and standard terms)
have been co-ordinated to ensure that they are identical, wherever possible.

Background

1.1.2 G  Details of how this chapter applies to each type of respondent are set out
below. For this purpose, respondents include:

1) persons carrying on regulated activities (firms), e¢ providing
payment services (payment service providers) or providing
electronic money issuance services (electronic money issuers) and
which are covered by the Compulsory Jurisdiction;

Application to payment service providers

1.1.10B G (1) In this sourcebook, the term payment service provider does not
include full credit institutions ere-meney-firms (which are covered
by this sourcebook as firms), but it does include small-e-money
issuers small electronic money institutions.

Application to electronic money issuers
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1.1.10C R  This chapter (except the complaints record rule, the complaints reporting
rules, and the complaints data publication rules) applies to electronic money
issuers in respect of complaints from eligible complainants concerning
activities carried on from an establishment maintained by it or its agent in
the United Kingdom.
1.1.10D G (1) Inthis sourcebook, the term electronic money issuer does not include
credit institutions, credit unions or municipal banks (which will be
carrying on a requlated activity if they issue electronic money and
will be covered by this sourcebook as firms in those circumstances),
but it does include small electronic money institutions and persons
who meet the conditions set out in regulation 75(1) or requlation
76(1) of the Electronic Money Requlations.

(2) Although electronic money institutions are not required to comply
with the complaints record rule, it is in their interest to retain records
of complaints so that these can be used to assist the Financial
Ombudsman Service should this be necessary.

Exemptions for firms, ard payment service providers and electronic money
issuers
1.1.12 R (1) Afirm, er payment service provider or electronic money issuer falling
within the Compulsory Jurisdiction which does not conduct business
with eligible complainants and has no reasonable likelihood of doing
so, can, by written notification to the FSA, claim exemption from the
rules relating to the funding of the Financial Ombudsman Service,
and from the remainder of this chapter.
1 Annex 2G  Application of DISP 1 to type of respondent
Type of DISP 1.2 DISP 1.3 DISP 1.4 - DISP 1.9 DISP1.10 | DISP 1.10A
respondent Consumer Complaints 1.8 Complaints Complaints | Complaints
awareness handling rules | Complaints record rule reporting data
rules resolution rules publication
rules etc. rules
incoming EEA
authorised
payment
institution
providing
cross-border
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payment
services from
outside the UK

electronic
money issuer

Applies for

Applies for

Applies for

Does not

eligible

in relation to

complainants

eligible
complainants

eligible
complainants

complaints

concerning
issuance of

electronic
money

apply

Does not

Does not

apply

apply

EEA branch of

Does not

Does not

an authorised

apply

electronic
money
institution or
an EEA branch

of any other
UK electronic

money issuer
in relation to
complaints

concerning
issuance of

electronic
money

apply

Does not
apply

Does not
apply

Does not

Does not

apply

apply

incoming
branch of an

Applies for

Applies for

Applies for

Does not

eligible

EEA
authorised
electronic
money
institution in
relation to
complaints

concerning
issuance of

electronic
money

complainants

eligible
complainants

eligible
complainants

apply

Does not

Does not

apply

apply

incoming EEA

Does not

Does not

authorised
electronic
money
institution
providing cross
border
electronic
money
issuance
services from
outside the UK

apply

apply

Does not
apply

Does not
apply

Does not

Does not

apply

apply

licensee
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1) the Compulsory Jurisdiction is not restricted to regulated activities,
and payment services and issuance of electronic money, and covers:

Activities by payment service providers

R

Activities by electronic money issuers

R

The Ombudsman can consider a complaint under the Compulsory
Jurisdiction if it relates to an act or omission by an electronic money issuer

in carrying on:

(1)  issuance of electronic money; or

(2)  consumer credit activities;

or any ancillary activities, including advice, carried on by the electronic
money issuer in connection with them.

General

G

Complaints about acts or omissions include those in respect of activities
for which the firm, er payment service provider or electronic money issuer
is responsible (including business of any appointed representative or agent
for which the firm, er payment institution or electronic money institution
has accepted responsibility).

To which activities does the Voluntary Jurisdiction apply?

R

The Ombudsman can consider a complaint under the Voluntary
Jurisdiction if:

2 it relates to an act or omission by a VJ participant in carrying on
one or more of the following activities:

(©) activities which (at +-Juhy-2009 30 April 2011) were
regulated activities or would be regulated activities if they
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were carried on from an establishment in the United
Kingdom (these activities are listed in DISP 2 Annex 1G);

(m) issuance of electronic money;

Compulsory Jurisdiction

R

The Compulsory Jurisdiction covers only complaints about the activities of
a firm (including its appointed representatives), er of a payment service
provider (including agents of a payment institution) or of an electronic
money issuer (including agents of an electronic money institution) carried
on from an establishment in the United Kingdom.

This:

1) includes incoming EEA firms, incoming EEA authorised payment
institutions, incoming EEA authorised electronic money institutions
and incoming Treaty firms; but

(2)

Eligible complainants

To be an eligible complainant a person must also have a complaint which
arises from matters relevant to one or more of the following relationships
with the respondent:

1) the complainant is (or was) a customer, er payment service user or
electronic money holder of the respondent;

(2) the complainant is (or was) a potential customer, e payment
service user or electronic money holder of the respondent;

(14)  (where the respondent is a dormant account fund operator) the
complainant is (or was) a eustemer customer of a bank or building
society which transferred any balance from a dormant account to
the respondent.
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Exceptions
2.7.9 R The following are not eligible complainants:

1) (in all jurisdictions) a firm, payment service provider, electronic
money issuer, licensee or VJ participant whose complaint relates in
any way to an activity which:

(@  the firm itself has permission to carry on; or

(ab) the firm, e¥ payment service provider or electronic money
issuer itself is entitled to carry on under the Payment
Services Regulations or the Electronic Money Regulations;
or

(b)  the licensee or VJ participant itself conducts;

and which is subject to the Compulsory Jurisdiction, the Consumer Credit
Jurisdiction or the Voluntary Jurisdiction;

2 Annex 1G Regulated activities for the Voluntary Jurisdiction at +-Jwy-2009 30
April 2011

This table belongs to DISP 2.5.1 R

The activities which (at 3-Juhy-2009 30 April 2011) were regulated
activities for the Voluntary Jurisdiction were, in accordance with section 22

of the Act (The classes of activity and categories of investment), any of the
following activities specified in Part Il of the Regulated Activities Order:
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The following chapters of ELM are deleted with effect from 30 April 2011. The text of the
deleted sections and provisions is not shown.

1

2

Application, contents, purpose and general

Initial and continuing own funds requirements

Management of the e-money float

Limitations on activities

Systems and controls; Rules for making calculations

Redemption, information requirements and purse limits

Consolidated financial supervision

Small e-money issuers

Delete all of ELM TP 1 and replace with the following new text which is not underlined:

TP 1 Transitional Provision relating to the Electronic Money Regulations

1) ) ®) (4) (®) (6)
Material to which the Transitional provision Transitional Handbook
transitional provision provision: provision:

applies dates in force coming into
force
1 The changes to ELM R | (1) Except as set out in (2), in 30 April 2011 | 30 April 2011

set out in Annex L of
the Electronic Money
and Payment
Services Instrument
2011

relation to a person deemed to have
been granted authorisation by virtue
of regulation 74 of the Electronic
Money Regulations, the provisions of
ELM, as they were in force as at 29
April 2011, will apply from 30 April
2011 for as long as that person is
deemed to be authorised by virtue of
regulation 74 of the Electronic
Money Regulations.

(2) The provisions of ELM 4.4, ELM
6 (except for ELM 6.8.2AR and
6.8.7R) and ELM 8 do not apply in
relation to a person who falls within

).
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The changes to ELM
set out in Annex L of
the Electronic Money
and Payment
Services Instrument
2011

In relation to a person who meets the
conditions set out in regulation 76
(1) of the Electronic Money
Regulations (a small e-money issuer
who, before 30th April 2011 has
carried on the activity of electronic
money issuance in accordance with
the small e-money issuer certificate),
ELM 8.4, ELM 8.6, ELM 8.7 and
ELM 8 Annex 2, as they were in
force as at 29 April 2011, will apply
from 30 April 2011 until:

(a) 30 April 2012; or

(b) that person is included in the FSA
Register as an authorised electronic
money institution pursuant to
regulation 4(1)(a) of the Electronic
Money Regulations or as a small
electronic money institution pursuant
to regulation 4(1)(b) of the
Electronic Money Regulations;

whichever is the earlier.

30 April 2011

30 April 2011
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Annex M
Amendments to the Perimeter Guidance manual (PERG)

In this Annex underlining indicates new text and striking through indicates deleted text,
unless otherwise stated.

Comes into effect on 10 February 2011

1.4.2 G  Table: list of general guidance to be found in PERG

Chapter: Applicable to: About:
PERG 3 3A: a person who needs to know o the scope of the
| | activity of

Issuing-e-money e whether a particular issuing-e-money

Guidance on the electronic payment product Electronic Money

scope of the IS e-money electronic money Regulations

Electronic Money and whether the person

Regulations issuing it needs to be +—the-apphlication-of-the
authorised authorised or restrictions-n-section-214
registered under the Aet of the Act (Restrictions
Electronic Money on-financtal-prometion)
Requlations to communications about

e-money
s—whetherany

communications about the
product-wit-be-restricted

2.6 Specified investments: a broad outline

Deposits
2.6.3 G  Certain transactions are excluded. ... In addition, there is a separate

exclusion in article 9 of the Order (Sums received in consideration for the

issue of debt securities) and another in article 9A (Sums received in

exchange for electronic money). PERG3-2.15Gt6-PERG3.2.19G PERG
A Q4 contain-guidanee contains guidance on the exclusion relating to

electronlc money.
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Electronic money

G  Electronic money is specified as an investment in article 74A of the

Regulated Activities Order (asamended—by%heﬁwanelaléemeesand

seepeenh&mgﬂiatedaethﬂ%yeﬁmsumge-menew but only when issued by:

1) a full credit institution, a credit union or a municipal bank; or

(2) a person deemed to have been granted authorisation under regulation
74 of the Electronic Money Regulations; or a person who falls
within requlation 76(1) of the Electronic Money Regulations (see
PERG 3A, Q30 and 31).

The authorisation and registration requirements for any other person
intending to issue electronic money are governed by the Electronic Money
Regulations. Guidance on these requlations is available in PERG 3A.

Activities: a broad outline

Issuing e-meney electronic money

G . »
See PERG 2.6.4AG for a descrlptlon of those persons to whom this
specified activity applies.

Agreeing

G  Agreeing to carry on most regulated activities is itself a regulated activity.
But this is not the case if the underlying activities to which the agreement
relates are those of accepting deposits, issuing e-meney electronic money,
effecting or carrying out contracts of insurance, operating a multilateral
trading facility, managing dormant account funds,...

Exclusions applicable to particular regulated activities
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2.8.2A G Certain 'small issuers' of e-money may apply to the FSA for a certificate to

2.9 Regulated activities: exclusions applicable in certain circumstances

29.1 G  The various exclusions outlined below deal with a range of different
circumstances.

(1) Each set of circumstances described in PERG 2.9.3G to PERG
2.9.17G has some application to several regulated activities relating to
securities, relevant investments or home finance transactions. They
have no effect in relation to the separate regulated activities of
accepting deposits, issuing e-meney electronic money, effecting or
carrying out contracts of insurance, advising on syndicate
participation at Lloyd's, ...

Delete all of PERG 3. The deleted text is not shown.

After PERG 3 [deleted] insert the following new chapter. The text is not underlined.

Chapter 3A: Guidance on the scope of the Electronic Money Regulations 2011
3A.1 Introduction

Q1. What is the purpose of these questions and answers (‘Q&As’) and who should
be reading them?

The purpose of these Q&As is to help persons to consider whether they fall within the
scope of the Electronic Money Directive which repealed and replaced an earlier
Electronic Money Directive (2000/46/EC). The Electronic Money Directive is given
effect in the United Kingdom by the Electronic Money Regulations. The Q&As are
intended to help these persons consider whether they need to be authorised or registered
for the purposes of electronic money issuance in the United Kingdom.

Page 66 of 83


http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/E?definition=G355
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/F?definition=G447
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/R?definition=G974
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/I?definition=G628
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/B?definition=G111
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/P?definition=G843
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/F?definition=G454
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/F?definition=G454
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/U?definition=G1232
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/F?definition=G447
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/F?definition=G447
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/G?definition=G494
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/R?definition=G974
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/S?definition=G1061
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/R?definition=G1001
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/H?definition=G1911
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/R?definition=G974
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/A?definition=G3
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/I?definition=G628
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/E?definition=G331
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/C?definition=G133
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/A?definition=G27
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/A?definition=G27

FOS 2011/1
FSA 2011/7

The Electronic Money Regulations create a separate authorisation and registration regime
for issuers of electronic money that are not full credit institutions, credit unions or
municipal banks:

¢ the conditions for authorisation as an authorised electronic money institution are set
out at regulation 6 of the Electronic Money Regulations;

o small electronic money institutions have less stringent capital requirements than
authorised electronic money institutions; however, they need to be registered in
accordance with regulation 13 of the Electronic Money Regulations;

o full credit institutions, credit unions and municipal banks are exempt from requiring
authorisation and registration under the Electronic Money Regulations but must have
a Part IV permission for issuing electronic money and are subject to some of the
conduct of business requirements in the Electronic Money Regulations.

A reference in this chapter to:

e individual regulations is a reference to the Electronic Money Regulations unless
otherwise stated; and

e ‘municipal bank’ means a company which, immediately before 1st December
2001, fell within the definition in section 103 of the Banking Act 1987.

The Q&As that follow are set out in the following sections:
e General issues (PERG 3A.2)
e The definition of electronic money (PERG 3A.3)

e Small electronic money institutions, mixed businesses, distributors, agents and
exempt bodies (PERG 3A.4)

e Exclusions (PERG 3A.5)
e Territorial scope (PERG 3A.6)

e Transitional arrangements (PERG 3A.7)

3A.2 General issues

Q2. Why does it matter whether or not we fall within the scope of the Electronic
Money Regulations?

It matters because if you issue electronic money in the United Kingdom and do not fall
within an exclusion or exemption you must be:

(a) an authorised electronic money institution; or
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(b) a small electronic money institution; or

(c) an EEA authorised electronic money institution; or
(d) a full credit institution; or

(e) the Post Office Limited; or

(f) the Bank of England or a central bank when not acting in its capacity as a monetary
authority or other public authority; or

(9) a government department or local authority when acting in its capacity as a public
authority; or

(h) a credit union, municipal bank or the National Savings Bank.

Otherwise you risk committing a criminal offence under regulation 63,

Q3. How much can we rely on these Q&ASs?

The answers given in these Q&As represent the FSA's views but the interpretation of
financial services legislation is ultimately a matter for the courts. How the scope of
Electronic Money Regulations affects the regulatory position of any particular person will
depend on their individual circumstances. If you have doubts about your position after
reading these Q&As, you may wish to seek legal advice. The Q&As do not purport to be
exhaustive and are not a substitute for reading the relevant legislation. In addition to FSA
guidance, some of the Electronic Money Directive provisions may be the subject of
guidance or communications by the European Commission.

Q4. As an electronic money issuer am | carrying on the regulated activity of
accepting deposits when | receive a sum in exchange for electronic money?

No, provided the sum paid over is exchanged immediately for electronic money; see
article 9A of the Regulated Activities Order.

Some electronic money products may be charged up by means of scratch cards that can be
purchased from shops. The price paid for the card is the monetary value of the electronic
money. The card contains a number. The purchaser then enters the number on a web site
to activate the electronic money account. There is thus a delay between the payment for
the electronic money and its use by the holder. In our view, this delay does not make the
payment for the electronic money a deposit. This is because the means of spending the
electronic money is put into the hands of the purchaser when they purchase the card.

Q5. I intend to issue electronic money in the United Kingdom. How does the
authorisation and registration process apply to me?
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It depends on a number of factors:

i) Unless you are a person falling within ii) to iv) below you must apply under the
Electronic Money Regulations for either:

e authorisation to be an authorised electronic money institution (see regulation 6
for the relevant conditions); or

e registration to be a small electronic money institution (see regulation 13).
i) If you are a credit union, municipal bank or a UK or non-EEA full credit institution:

e authorisation and variation of permission remains that imposed by Part 1V of
the Act. This means you will need to have a separate Part IV permission in
order to issue electronic money;

e where you issue electronic money you will be subject to the provisions on
issuance and redeemability of electronic money in the Electronic Money
Regulations;

e note that you may also be subject to the conduct of business requirements in
the Payment Services Regulations.

iii) If your head office is located in an EEA state other than the United Kingdom you
cannot apply for authorisation or registration under the Electronic Money Regulations.
However, you may be entitled to issue electronic money in the United Kingdom as an
EEA authorised electronic money institution, in which case the Competent Authority
in your Home State will be responsible for your authorisation.

iv) Government departments, local authorities, the Post Office Limited and the National
Savings Bank cannot apply for authorisation or registration under the Electronic
Money Regulations but they must give notice to the FSA if they issue or propose to
issue electronic money.

Transitional arrangements may also be relevant, see PERG 3A.7.

Q6. We are a payment institution. How will the Electronic Money Regulations apply
to us?

If you are a payment institution that does not intend to issue electronic money or act as
agent for an electronic money institution the Electronic Money Regulations are unlikely to

apply to you.

If you are a payment institution that wishes to also issue electronic money then, in our
view, you should cancel your authorisation or registration as a payment institution and
apply to be an electronic money institution. An electronic money institution does not need
to be authorised or registered under the Payment Services Regulations to provide payment
services.
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Q7. As an electronic money institution how will the Payment Services Regulations
apply to us?

The issuance of electronic money is not itself a payment service but it is likely to entail
the provision of payment services. For example, issuing a payment instrument is a
payment service and electronic money is likely to be issued on a payment instrument in
order to make a payment transaction. See Q20 at PERG 15 for more detail on what
amounts to issuing payment instruments.

As an electronic money institution you are permitted to engage in the provision of
payment services as well as other activities, see regulation 32 and Q19 below, without
needing to be separately authorised or registered under the Payment Services Regulations.

The conduct of business requirements in Parts 5 and 6 of the Payment Services
Regulations apply to all payment service providers, including electronic money issuers.

3A.3 The definition of electronic money
Q8. How is electronic money defined in the Electronic Money Regulations?
The definition in the Electronic Money Regulations mirrors that in the Electronic Money
Directive. Electronic money means monetary value as represented by a claim on the
issuer which is:
1) stored electronically, including magnetically;

2) issued on receipt of funds;

3) used for the purposes of making payment transactions (as defined in regulation
2 of the Payment Services Regulations);

4) accepted as a means of payment by persons other than the issuer;
and is not otherwise excluded by the Electronic Money Regulations, see PERG 3A.5.
Electronic money is an electronic payment product. The value is held electronically or
magnetically on the payment instrument itself (either locally or remotely) and payments
using the value are made electronically. So, for example, monetary value stored on a:

e prepaid payment card;

e personal computer; or

e aplastic card that uses magnetic stripe technology;

may all fall within the definition if the value is intended to be used for the purposes of
making payment transactions.
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Q9. Does the electronic money definition only apply to card-based schemes?

No. Any electronic payment scheme that involves prepaid monetary value that can be
used to purchase goods and services directly from third party merchants is capable of
being electronic money. This would include account-based schemes.

Recital (7) of the Electronic Money Directive states that the intention is to introduce a
definition of electronic money in order to make it technically neutral so as to cover all
situations where the payment service provider issues pre-paid stored value in exchange
for funds. Hence the definition expressly captures both electronically and magnetically
stored value and there is no longer a reference to there needing to be an ‘electronic
device’ on which the electronic money is stored. These changes make it clear that
electronic money stored on computers hard drives or account-based schemes are caught.

Q10. Can you explain why pre-payment is a necessary ingredient of electronic
money?

The definition of electronic money says that for a product to be electronic money, it must
be issued on receipt of funds. This part of the definition means that electronic money is a
prepaid product. That is, unlike credit provided through a credit card, the customer pays
for the spending power in advance. This is why credit cards are excluded from the
definition of electronic money. This does not mean that electronic money paid for with a
credit card falls outside the definition. The purchase of the electronic money represents
the purchase of monetary value. The fact that the purchaser is lent the funds to buy the
electronic money does not affect this. There are two contracts, one for the sale of
electronic money and one for credit.

Value on a debit card may be electronic money or a deposit. Guidance on this is given in
Q15.

Q11. Does it matter that the device on which electronic value is held may be used for
other purposes?

No. The fact that the device on which monetary value is stored is made available, for
example, on a plastic card that also functions as a debit or credit card or is a mobile
phone does not stop that monetary value from being electronic money.

Q12. Does it matter that the monetary value can be spent with the issuer and third
parties?

No. If monetary value can be spent with third parties, it does not stop being electronic
money just because the electronic money can also be spent with the issuer. This is so even
if in practice most of the electronic money is spent with the issuer and only a small
portion spent with third parties.
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Q13. Are electronic travellers cheques electronic money?

An electronic travellers cheque is a product, based on a plastic card, designed to replace
paper travellers cheques. There are two types of electronic travellers cheques:

1) ones that can also be used to buy goods and services from third parties; and

2 ones whose only function is to allow the holder to withdraw cash in a foreign
currency from ATMs when abroad.

The plastic card is loaded with value, the holder pays for the value on issue and uses the
value to purchase goods and services. It is likely then to meet the first three conditions in
the definition of electronic money listed at Q8. The remaining condition is whether the
value is accepted as a means of payment by persons other than the issuer.

An electronic travellers cheque falling into (1) above is likely to be electronic money as it
can be used to purchase goods from third parties.

An electronic travellers cheque falling into (2) is unlikely to be electronic money
provided that:

e it can only be used to withdraw foreign currency from ATMs owned by the issuer
of the value; or

e the withdrawal of foreign currency by a cardholder will never involve the
purchase of the currency from the owner of the ATM but instead the repayment of
prepaid value by the issuer of the prepaid value.

Q14. If 1 use a trust account to store monetary value in respect of funds I have
accepted payment for, will I be issuing electronic money?

Putting monetary value into a trust account does not, of itself, prevent the person who
accepts the payment for electronic value from issuing electronic money.

Q15. How does electronic money differ from deposits?

Recital (13) of the Electronic Money Directive provides that electronic money does not
constitute a deposit-taking activity under the BCD “in view of its specific character as an
electronic surrogate for coins and banknotes, which is used for making payments, usually
of limited amount and not as a means of saving.”

In distinguishing electronic money and deposits, relevant factors include the following.
o If the monetary value is kept on an account that can be used by non-electronic

means, that points towards it being a deposit. For example, an account on which
cheques can be drawn is unlikely to be electronic money.
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If a product is designed in such a way that it is only likely to be used for making
payments of limited amounts and not as a means of saving, that feature points
towards it being electronic money. Relevant features might include how long
value is allowed to remain on the account, disincentives to keeping value on the
account and the payment of interest on it.

One should have regard to whether the product is sold as electronic money or as a
deposit.

In other words, a deposit involves the creation of a debtor-creditor relationship under
which the person who accepts the deposit stores value for eventual return. Electronic
money, in contrast, involves the purchase of a means of payment.

Q16. What sort of factors will the FSA take into account in deciding whether a
particular scheme might be electronic money?

In considering this question relevant factors include:

the risks incurred by the holder of the value;

the nature of the rights and obligations of the holder of the prepaid value, the
issuer of the value and third parties involved in the scheme; and

what the scheme allows the holder of the value to do.

Therefore artificial features of a scheme that disguise, or try to disguise, the payment
function as the supply of another sort of service are not likely to prevent the scheme from
involving the issuance of electronic money.

3A.4 Small electronic money institutions, mixed businesses, distributors, agents and
exempt bodies

Q17. What criteria must we meet to be a small electronic money institution?

The relevant conditions are set out at regulation 13 and include the following:

your total business activities immediately before the time of registration generates
an average outstanding electronic money that does not exceed 5 million euros;

the monthly average, over the period of 12 months preceding the application, of

the total amount of payment transactions which are not related to the issuance of
electronic money and are executed by you or your agents in the United Kingdom,
must not exceed 3 million euros;

immediately before the time of registration you must hold such initial capital, if
any, which is required in accordance with Part 1 of Schedule 2 to the regulations;
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e you must have taken adequate measures for the purposes of safeguarding
electronic money holders’ fund as set out at regulation 20;

e you must satisfy the FSA that the persons responsible for the management of your
electronic money and payment services are of good repute and possess appropriate
knowledge and experience to issue electronic money and provide those payment
services that you intend to undertake;

¢ none of the individuals responsible for the management or operation of your

business has been convicted of offences relating to money laundering, or terrorist
financing or financial crime;

e you must be a body corporate whose head office is in the United Kingdom;

e you must comply with the registration requirements of the Money Laundering
Regulations 2007, where they apply to you.

Q18. We satisfy the conditions for registration as a small electronic money
institution - does that mean we have to register as one?

Not necessarily, there are other options available to you.

If you register as a small electronic money institution, you cannot acquire passport rights
under the Electronic Money Directive. So you may wish to become an authorised
electronic money institution if you wish to take advantage of a passport.

If your business does not currently exceed the thresholds referred to in the first two

bullets at Q17, but you expect that it will, you may also wish to apply for authorisation
rather than registration.

Q19. We are a firm providing non-financial products and services to the general
public. Would it be possible for us to obtain authorisation as an electronic money
institution?

Yes. One of the changes made by the Electronic Money Regulations is to allow electronic
money institutions to undertake mixed business. So, electronic money institutions may, in
addition to issuing electronic money, engage in the following activities:
e the provision of payment services; and
o the provision of operational and closely related ancillary services, including
ensuring the execution of payment transactions, foreign exchange services, safe-
keeping activities and the storage and processing of data; and
o the operation of payment systems, as defined at regulation 2(1); and

e business activities other than the issuance of electronic money.
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Q20. We are a branch of a firm which has its head office outside the EEA. If we
became an electronic money institution can we also engage in mixed business?

Yes, but you can only provide payment services that are linked to the issuance of
electronic money. You cannot undertake any of the other payment services.

Q21. We act as agent for an electronic money institution. What is the scope of our
activities under the regulations?

As such an agent you may provide payment services on behalf of your principal, but only
if you are registered by them on the FSA Register. You may also distribute or redeem
electronic money for your principal. You cannot however issue electronic money on their
behalf.

Q22. We distribute and redeem electronic money. What is the scope of our activities
under the regulations?

In some electronic money schemes an originator creates electronic money and then sells it
to banks and other distributors. The latter then sell the electronic money to the public. In
our view reference to the issuer of electronic money in the Electronic Money Regulations
is a reference to the originator and not the distributor.

So, provided you are not:
e issuing electronic money yourself; or
e acting as an agent for an electronic money institution, see Q21

you do not need to be authorised or registered under the Electronic Money Regulations.
However, the electronic money institution that is acting as your principal should notify
the FSA that you are acting as a distributor, see regulations 26 and 37 and Schedule 1.

You should also bear in mind that if, in distributing and redeeming electronic money,
your activities amount to payment services you will need to consider whether you are
required to be authorised or registered under the Payment Services Directive, see PERG
15 for further guidance.

Q23. We have been registered by one of our principals as an agent under the
Payment Services Regulations. If we wish to act as agent for an electronic money
institution as well will we need to be registered again?

Yes. If your principal is an electronic money institution, it is its responsibility to apply for
registration on your behalf even if you have been registered as agent under the Payment
Services Regulations. Assuming your principal is not an EEA firm, you are required to be
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registered on the FSA Register before you provide payment services for your principal,
subject to any relevant transitional provisions which may delay or avoid the need for
registration. If your principal is an EEA firm, your principal will need to comply with the
relevant Home State legislation relating to your appointment, and your Home State
competent authority will need to notify the FSA.

Q24. We are a credit union. Are we exempt from the regulations?

Yes, in part. You are exempt from the authorisation and registration requirements in the
regulations. However, if you wish to issue electronic money you must ensure you have
the relevant Part IV permission. You will also be subject to the safeguarding requirements
in Part 3 and the redeemability provision in Part 5 of the Electronic Money Regulations.

Q25. We are a municipal bank. Are we exempt from the regulations?

Save that you are not subject to the safeguarding requirements in Part 3 of the regulations,
your position is identical to that of credit unions, see Q24.

3A5 Exclusions

Q26. Are there any exclusions from the definition of electronic money that we should
be aware of?

Yes. The Electronic Money Regulations have two express exclusions:

o the first covers monetary value stored on instruments that may be used to purchase
goods and services only in the issuer’s premises or within a limited network of
service providers or for a limited range of goods or services (regulation 3(a)). See
PERG 15 Q40 & Q41 which deal with the same term for the purposes of the
Payment Services Regulations; and

e the second covers monetary value used to make payment transactions executed by
means of any telecommunication, digital or IT device where the goods or services
are delivered to and used through such a device but only where the operator of the
device does not act only as an intermediary between the user and the supplier
(regulation 3(b)). See PERG 15 Q23 for guidance on what ‘acting only as an
intermediary’ might include.

Q27. We offer branded prepaid cards which consumers can use to purchase goods in
a particular shopping mall. Are we issuing electronic money?

Yes, it is likely that you will be issuing electronic money unless you are able to fall within
an exclusion. The most likely exclusion is if the card is only used to purchase goods and
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services in your premises or within a limited network of service providers. In our view
you will only be able to take advantage of this exclusion here if:

e itis made clear in the relevant terms and conditions of the card that the purchaser
of the value is only permitted to use the card to buy from merchants located within
that particular shopping mall; and

o the facility to use the card to purchase goods and services outside this shopping
mall has been disabled.

Q28. For the purposes of the second exclusion referred to at Q26, can you explain
when goods or services are “used through” a telecommunication, digital or IT device
(“a relevant device”)?

It is important to realise that it is the good or service purchased on a relevant device that
must be used through that device for the purposes of this exclusion.

So, for example, where a person purchases travel or cinema tickets using prepaid credit
on a mobile phone and the ticket is sent to this phone and then used to gain entry onto a
transport system or into a cinema, what is being purchased are rights to travel or to watch
a film. The ticket itself is a form of receipt confirming the purchase of such rights.
Accordingly, as the travel rights or the visit to the cinema cannot be experienced on a
relevant device, such a purchase is likely to fail the “used through” part of the regulation
3(b) exclusion.

Examples of the sorts of goods and services that could meet the “used through” part of the
regulation 3(b) exclusion are music, online newspaper or video content, electronic books
and mobile phone applications. This is because these products are all capable of being
enjoyed through the relevant device they have been delivered to.

For more guidance on this exclusion see PERG 15, Q23 and 24.

3A.6 Territorial scope

Q29. We are a non-EEA firm with a branch in the United Kingdom and we wish to
issue electronic money. Can we apply for authorisation or registration?

Yes. You may apply to be an authorised electronic money institution if you are a body
corporate (regulation 6(4)(b)). However, you cannot apply to be a small electronic money
institution unless your head office is in the United Kingdom (regulation 13(9)).
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3A.7 Transitional arrangements

Q30. We are a firm with a Part 1V permission to issue electronic money. Do we need
to have applied for authorisation under the regulations prior to 30 April 2011?

No. Provided that you:

e have been lawfully issuing electronic money in the United Kingdom prior to 30
April 2011; and

e are not a person mentioned in paragraphs (c) to (j) in the Glossary definition of
electronic money issuer;

regulation 74 will apply to grant you deemed authorisation under regulation 9.

If you are granted such a deemed authorisation you must, before 1 July 2011:
e tell us what type of electronic money institution you wish to become; and
e provide us with such information as we may reasonably require.

We will then consider whether to include you on the FSA Register as an authorised
electronic money institution or a small electronic money institution. If we do then your
deemed authorisation will cease at that time. If we do not then your deemed authorisation
will cease when the period for a reference to the Tribunal has elapsed without a reference
being made or, if the matter is referred, at such time as the Tribunal may direct.

If, by 1 July 2011, you do not tell us what type of electronic money institution you wish to
be, or you notify us that you do not wish to be an electronic money institution, your
deemed authorisation will cease on 30 October 2011 or, if your Part IV permission is
cancelled before that date, on the cancellation of that permission.

Q31. We are currently a small electronic money issuer. Do we need to have applied
for authorisation under the regulations prior to 30 April 2011?

No, under regulation 76, provided:
e you are a small electronic money issuer; and

e Dbefore the 30 April 2011 you carried on the activity of issuing electronic
money in accordance with your certificate;

you may continue until 30 April 2012 to carry on that activity without requiring
authorisation or registration under the regulations.

However, Part 5 and 6 of the regulations will apply to you as will Articles 9C to 91 and
9K of the Regulated Activities Order.
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Amend the following as shown.

8.7

8.7.2

15.2

Engage in investment activity

So, it is quite possible for a person to be carrying on a business in the United
Kingdom for which he does not require authorisation because the business
activity either is not connected with financial services or falls within one of
the exclusions in the Regulated Activities Order but find that the restriction
in section 21 applies to his communications. It should also be noted that e-
meney electronic money is not a controlled investment. This means that the
restriction in section 21 does not apply to the communication of an
invitation or inducement that concerns e-meney electronic money. This is
unless the communication is a financial promotion for some other reason.
For guidance on electronic money see PERG 3A.

General

Q1. Why does it matter whether or not we fall within the scope of the PSD
regulations?

Broadly, when you provide payment services, by way of business, in the UK and
these services do not fall within an exclusion or exemption, you must be:

(e) an e-meney-issuer electronic money issuer {that-is-either-an-e-money-issuer

Q5. As a payment institution rather than a credit institution, are we right in
thinking that our maintenance of payment accounts does not amount to
accepting deposits?

Yes, article 9AB and 9L of the Regulated Activities Order provide that funds
received by payment institutions from payment services users with a view to the
provisions of payment services shall constitute neither deposits nor e-meney
electronic money.

Q8. We are an e-meney electronic money issuer. Do the PSD regulations
apply to us?
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Yes. If you are an e-meney electronic money issuer, you will be subject to the
conduct of business requirements in the PSD regulations. The authorisation and
registration regime applying to UK e-meney electronic money issuers is split
between remains that imposed by the Act (see PERG 2.6.4A) and that imposed by
the Electronic Money Regulations (see PERG 32 3A for guidance abeut-the

regulated-activity-ofissuing-e-money on the scope of the Electronic Money
Requlations).

Small payment institutions, agents and exempt bodies

Q30. We are an agent of an e-meney-issuer electronic money institution for
the purpose of providing payment services. Do we need to apply to the FSA
for registration under the PSD requlations?

As such an agent you will need to be reqistered by your principal under the

Electronic Money Regulations, see PERG 3A Q21. However, in our view you do
not need to be registered as an agent under the PSD requlations unless you are
also providing payment services on behalf of another payment institution.
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Annex N
Amendments to the Building Societies Regulatory Guide (BSOG)

In this Annex, underlining indicates new text and striking through indicates deleted text.

1.1.3 G  The following terms are used in this Guide and have the meaning described
here:
"credit an undertaking whose business is to receive deposits or
institution” other repayable funds from the public and to grant

credits for its own account;-er-an-electronic-money
HstHution “'E.l'"' the_ FREARIRG oFarticle 1(3)@ oHine £
I.._Ielney BI nee;_ns (Bnleetnezggl o Q’Eg. ). whicn-has-the
arrangements-underthe BED
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Annex O

Amendments to the Enforcement Guide (EG)

In this Annex, the text is all new and is not underlined.

After EG 19.103 insert the following new text.

19.104

19.105

19.106

19.107

19.108

19.109

Electronic Money Regulations 2011

The FSA has investigation and sanctioning powers in relation to both criminal
and civil breaches of the Electronic Money Regulations. The Electronic Money
Regulations impose requirements including, amongst other things, various
provisions regulating the rights and obligations of electronic money institutions.

The FSA’s approach to enforcing the Electronic Money Regulations will mirror
its general approach to enforcing the Act, as set out in EG 2. It will seek to
exercise its enforcement powers in a manner that is transparent, proportionate,
responsive to the issue, and consistent with its publicly stated policies. It will

also seek to ensure fair treatment when exercising its enforcement powers.
Finally, it will aim to change the behaviour of the electronic money issuer or
relevant person who is the subject of its action, to deter future non-compliance by
others, to eliminate any financial gain or benefit from non-compliance, and
where appropriate, to remedy the harm caused by the non-compliance.

The Electronic Money Regulations, for the most part, mirror the FSA’s
investigative, sanctioning and regulatory powers under the Act. The FSA has
decided to adopt procedures and policies in relation to the use of those powers
akin to those it has under the Act. Key features of the FSA’s approach are
described below.

The conduct of investigations under the Electronic Money Regulations

The Electronic Money Regulations apply much of Part 11 of the Act. The effect
of this is to apply the same procedures under the Act for appointing investigators
and requiring information when investigating breaches of the Electronic Money
Regulations.

The FSA will notify the subject of the investigation that it has appointed
investigators to carry out an investigation under the Electronic Money
Regulations and the reasons for the appointment, unless notification is likely to
prejudice the investigation or otherwise result in it being frustrated. The FSA’s
policy in civil investigations under the Electronic Money Regulations is to use
powers to compel information in the same way as it would in the course of an
investigation under the Act.

Decision making under the Electronic Money Regulations

The RDC is the FSA’s decision maker for some of the decisions under the
Electronic Money Regulations as set out in DEPP 2 Annex 1G. The RDC will
make its decisions following the procedure set out in DEPP 3.2 or, where
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appropriate, DEPP 3.3 and 3.4. DEPP 3.4 applies for urgent notices under
regulations 11(6), (9) and (10)(b) (including as applied by regulation 15).

For decisions made by executive procedures the procedures to be followed will
be those described in DEPP 4.

The Electronic Money Regulations do not require the FSA to have published
procedures to commence criminal prosecutions. However, in these situations the
FSA expects that it will normally follow its decision-making procedures for the
equivalent decisions under the Act.

The Electronic Money Regulations require the FSA to give third party rights as
set out in section 393 of the Act and to give access to material as set out in
section 394 of the Act in certain cases.

Certain FSA decisions (for example the cancellation of an authorisation or the
imposition of a financial penalty) may be referred to the Tribunal by an
aggrieved party.

Imposition of penalties under the Electronic Money Regulations

When determining whether to take action to impose a penalty the FSA’s policy
includes having regard to the relevant factors in DEPP 6.2 and DEPP 6.4. When
determining the level of a financial penalty the FSA’s policy includes having
regard to relevant principles and factors in DEPP 6.5 to 6.5D.

When determining whether to suspend the authorisation or, as the case may be,
the registration of an electronic money institution or limit or otherwise restrict
the carrying on of electronic money issuance or payments services business by an

electronic money issuer the FSA’s policy will have regard to the relevant factors
in DEPP 6A.

As with cases under the Act, the FSA may settle or mediate appropriate cases
involving civil breaches of the Electronic Money Regulations to assist it to
exercise its functions under the Regulations in the most efficient and economic
way. See DEPP 5, DEPP 6.7 and EG 5 for further information on the settlement
process and the settlement discount scheme.

Statement of policy in section 169(7) interviews (as implemented by the
Electronic Money Regulations)

The Electronic Money Regulations apply section 169 of the Act which requires
the FSA to publish a statement of policy on the conduct of certain interviews in
response to requests from overseas regulators. For the purposes of the Electronic
Money Regulations the FSA will follow the procedures described in DEPP 7.
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