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05/05/2017 

PPS’ response to the consultation on the Joint draft Regulatory Technical Standards on Central Contact 

Points 

 

ABOUT PPS 

 

Prepay Technologies Ltd (“PPS”) has been a UK authorised Electronic Money Institution since 2003. 

PPS issues and distributes e-money and provides payment services, both directly and through 

agents/distributors, to corporate clients (B2B) and to consumers (B2C) for approximately 200 

programmes in various EU Member States. PPS issues programmes in 13 Member States under the 

freedom of establishment regime (“Establishment Passports”) and in addition has freedom of 

services passports in relation to 29 Member States (“Services Passports”). PPS is a Principal Member 

of MasterCard. PPS also has an agency bank agreement which enables it to make and receive 

payments in the UK BACS Scheme (particularly Faster Payments and Direct Debits). In addition PPS is 

a participant in the SEPA Credit Transfer Scheme. 

 

The programmes which PPS operates are diverse. They include corporate payment and expense 

management services, corporate incentive and reward programmes, multi-currency travel money 

cards, alternative business banking solutions, mobile and virtual payments as well as more traditional 

prepaid cards. A large proportion of the programmes operated by PPS are provided to corporate 

clients in a B2B relationship. Given the diversity of these programmes, PPS is acutely aware of the 

need to understand the specific risks relating to each programme and to apply AML/CTF controls and 

monitoring that is aligned with the characteristics of each programme.  

 

We would like to take the opportunity to provide a response to the consultation on the Joint draft 

Regulatory Technical Standards on Central Contact Points (CCP). Requirements relating to CCP’s will 

have a significant operational and financial impact on PPS and therefore we hope that you will be 

able to take our position into account when drafting the final standards. 
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GENERAL COMMENTS  

 

As pointed out by the EBA in “Background and rationale” section of the EBA final draft Regulatory 

Technical Standards on the framework for cooperation and exchange of information between 

competent authorities for passport notifications under Directive (EU) 2015/2366, there is today a 

legal uncertainty as to whether a physical presence in a host Member State in the form of an agent 

or a distributor give rise to establishment or not.  

This notion of establishment is however critical in the assessment of the role of CCPs, as Article 45(9) 

of 4MLD states that: “Member States may require electronic money issuers as defined in point (3) of 

Article 2 of Directive 2009/110/EC and payment service providers as defined in point (9) of Article 4 of 

Directive 2007/64/EC established on their territory in forms other than a branch, and whose head 

office is situated in another Member State, to appoint a central contact point in their territory […”   

We understand that the scope of the RTS does not include the question of whether a passporting 

activity undertaken by a payment institution or e-money institution conducted in a host Member 

State via an agent or distributor relates to an establishment. However, we would welcome further 

clarification on this issue, and would welcome a consultation of the relevant stakeholders on this 

issue. The current uncertainty may lead to the RTS being taken as the sole means of deciding when 

CCP is required.  

For the purpose of this response, we took the assumption that CCPs requirements should only be 

applicable in relation to services provided under Establishment Passports. 
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Q1: Do you agree with the criteria for a requirement to appoint a Central Contact 
Point (CCP)? In particular,  
 
• Do you agree that it is proportionate to require the appointment of a CCP where   
 

• The number of establishments is equal to, or exceeds, ten; or  
 

• The amount of electronic money distributed and redeemed, or the value of the payment 
transactions executed by such establishments is expected to exceed EUR 3 million per 
financial year or has exceeded EUR 3 million in the previous financial year?  

 

First, we believe that the appointment of a CCP should not be required when an institution 

provides its services in a host member state under a Services Passport. We also believe that 

requirements to appoint a CCP should only take into account activities carried out under an 

Establishment Passport, in the cases where both passporting regimes are used in a host member 

state. Indeed, we believe that some activities involving local third-party intermediation does not 

trigger the establishment of the institution. For example, the simple physical distribution of payment 

instruments without allowing funding or usage of these instruments does not automatically trigger 

the necessity to operate under an agency model and under an Establishment Passport. Such models, 

which are usually applied for some services aimed at financial inclusion and alternative banking as 

well as for gift card activities, rarely imply (and would not permit) an in-depth involvement of such 

third parties on AML-CFT, the role of performance of due diligences, of monitoring of activities and of 

reporting of suspicions being performed directly by the institution. Appointing a CCP in such 

circumstance would neither seem useful, nor efficient, as AML-CFT supervision and communication 

would necessarily point out to the institution. 

Secondly, we believe that the appointment of a CCP, for the activities carried out under an 

Establishment Passport, should be determined using a risk-based approach, which is emphasized by 

the FATF and the 4th Money Laundering Directive. In this perspective, we do not think that the simple 

thresholds proposed capture the actual risk of money laundering and terrorist financing (MLTF), 

which should take into account other risk factors such as customer risk, country risk, nature of 

product/services and of transactions and delivery channels. We understand that the risk-based 

approach is introduced by article 3.2, but it is at this stage considered as an additional layer of 

requirements, hence not recognising the fact that low-risk activities may not require the 

appointment of a CCP as much as higher risk activities, even if the thresholds are met. In this 

perspective, we would like to point out strong MLTF risk mitigating factors that we have identified 

based on our own experience, and that could be considered as triggering a lower need for CCPs: 

- payment services (or e-money) provided to corporate clients tend to trigger less fraudulent 

or suspicious behaviors than those provided to consumers;  

- services that do not allow access to cash have a much lower attractiveness for money 

laundering or terrorist financing than those that allow such access; payment services (or e-

money) distributed via agents or distributors that belong to the same group as the 

institution, as the institution should in such case benefit from a better oversight of the 
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activities and could leverage group functions such as internal audit for the 

purpose of ensuring compliance. 

We hence urge the EBA to consider the relevance of a risk-based approach of CCP appointment 

instead of the threshold-based approach as proposed under article 3.1, and not as additional 

criteria as stated under article 3.2 of the draft RTS. This could be achieved by exempting low-risk 

activities from thresholds for determining whether a CCP is required for example. 

Third, if the EBA does not consider that the risk-based approach should prevail upon the proposed 

threshold-based approach, we believe that the number of establishments is more likely to be a 

relevant criterion than the amount e-money or payment transactions. Indeed, whereas the amount 

of e-money or transactions may indicate the commercial success of a service, independently of the 

underlying MLTF risk it represents, the number of establishment could indicate a fragmentation of 

the distribution channels and/or a diversity of services. 

Finally, we believe that the requirement to appoint a CCP should take into account the costs of 

such CCP, and that the revenues generated in the host member state should be sufficient to 

support the additional role that is being contemplated, otherwise the institutions will withdraw 

their services from the market of the host member state, which we do not believe is the objective of 

EMD2/PSD2, which both foster more competition and innovation on the payment field. 

Considering the functions contemplated for CCPs (under article 4-6 of the proposed RTS), we believe 

that many institutions that use various agents or distributors in a host Member State will not be able 

to appoint one of their agents or distributors as CCP, but rather will need to hire a local employee 

(which might trigger additional establishment issues from the tax perspective) or an independent 

third party to play the role of CCP. However, if the functions for CCPs are reduced, then institutions 

will be able to appoint one of their agents or distributors as CCP, and this will reduce the cost 

(outlined below) of appointing an external company to take on the role.    

 

 

Our estimate of the annual cost of a CCP per Member State is between €100k - €150k (although this 

will vary significantly from country to country, and could potentially exceed this range). This 

estimated cost is for having an individual person and takes into account the proposed functions of 

the CCP, which include:  

• Compliance oversight and support, that will require knowledge and experience of the local 

legal and regulatory regime and how this may affect the business;  

• Compliance supervision of establishments, that will require an operational understanding of 

the business, and availability to visit and conduct audits of the establishments;  

• Liaison with local supervisory and law enforcement authorities as well as with the head 

office, and potentially filing suspicious activity reports, which will require local language 

skills, access to transaction platforms and customer data.  

We estimate that institutions will be able to absorb such additional cost of CCP if they generate an 

annual e-money or payment transaction volume above €25 million. Indeed, as interchange levels 
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have been limited to 0.2% for most prepaid and debit cards, such products that rely 

mostly on interchange need to €50 million transactions to generate €100k. As 

institutions that designed payment services solely relying on interchange are diversifying their 

revenues sources, we estimate that €25 million volumes would be sufficient to cover the costs for 

most institutions. In any case, such amount remains very far from the contemplated €3 million 

threshold, above which the cost of CCP will clearly exceed the benefit of addressing a host member 

state’s market, leading to institutions stopping to provide services under an Establishment Passport 

in such markets.   

We hence urge the EBA to consider significantly higher monetary thresholds, if it deems that 

applying such thresholds remains relevant. 

 

 

• Do you agree that Member States should be able to: 

• require all institutions, or certain categories of institutions, to appoint a CCP where this is 

commensurate with the ML/TF risk associated with the operation of these institutions’ 

establishments on the Member State’s territory; and  

• empower competent authorities to require an institution to appoint a CCP where they have 

reasonable grounds to believe that the establishments of that institution present a high 

money laundering and terrorist financing risk, even if the criteria in Article 3 (1) and (2) of 

these draft RTS are not met.  

If you do not agree, clearly set out your rationale and provide supporting evidence where 

available. 

 

As explained above, we believe that all measures regarding AML-CFT should be driven by the 

objective to mitigate the MLTF risks, and that CCP requirements should be proportionate to the 

actual MLTF risk associated with the operation of an institution in a host member state. 

We hence foster an approach in which that member states and competent authorities require the 

appointment of CCPs based on robust MLTF risk analysis and criteria, and only on such criteria. This 

approach seems consistent with Option 1.4 considered in this consultation, and would support the 

risk-based approach of supervision and of AML-CFT. 

 

 

Q2: Do you agree that the functions a CCP must always have are necessary to ensure that:  

• The CCP can ensure, on the appointing institutions’ behalf, establishments’ compliance 

with the host Member State’s AML/CFT requirements?  

• Facilitate supervision by the host Member State’s competent authorities?  
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If you do not agree, please explain which functions you think the CCP should have, and 

why.  

 

We support Option 2.3 considered by the EBA for this consultation, where possible waivers could 

be applied to a list of core functions.  

As explained above in our answer to Q1, we believe that: 

• The relevance of CCPs will be highly depending upon the actual risk of MLTF, and 

• The cost of CCPs will be substantial and will trigger a withdrawal from local markets by 

institutions acting under the Establishment Passport. 

Therefore, it will be essential that the role of CCPs is aligned with the actual MLTF risk mitigation 

needs in order to prevent institutions withdrawals from host member states’ markets, and hence 

that this role may be lighter than the one contemplated at this stage under the proposed article 4, 5 

(and 6 to some extent). 

Article 45(9) of 4MLD requires CCPs to both ensure compliance with applicable AML-CFT 

requirements and to facilitate supervision by the host Member State’s competent authority. 

In our opinion, ensuring compliance with applicable AML-CFT requirements should not mean that 

the CCPs bear the full direct responsibility for the compliance of the activities of the institution 

established in a host member state regarding AML-CFT, but rather that they have a role of verifying 

that all required functions of compliance are well articulated. For example, there will be a 

substantial difference of approach between  

- On the one hand requiring CCPs to oversee compliance as per the proposed article 4.b, which 

should require conducting onsite audits and accessing data from the clients of other agents 

or distributors, and  

- On the other hand, making sure that all major pieces of AML-CFT compliance are in place (ie. 

risk analysis, customer due diligence, monitoring of activity, reporting of suspicions, 

governance and training, controls and audit), without having to conduct these activities 

directly. Such approach would, for example, allow institutions to develop central audit 

functions with strong MLTF expertise rather than local audits by CCPs with potentially a 

lower level of expertise (due to the necessity to maintain costs at a minimum). 

We believe that article 4 tends to push for the first approach, whilst the latter would allow facilitating 

supervision and improve compliance whilst remaining at an acceptable level. We urge the EBA to 

consider such approach of ensuring compliance, and to avoid putting a direct liability of compliance 

on CCPs, which may have adverse effects. 

Similarly, in our view, facilitation of supervision should not mean that the CCP has access to all 

information held by establishments of the institutions, as proposed under article 5.b, but rather 

that it facilitates the activity of the supervisor by addressing their requests and transmitting them 

to the institution and by transmitting back all information to the supervisor. We fully support the 

approach where the distance of the institution or the language should not be a barrier to supervision, 

however, the contemplated article 5 will require CCPs to play a major role towards all agents and 
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distributors, with a right to directly conduct onsite inspections, or organize such 

inspections by the supervisor. We can foresee a risk where CCPs competing with other 

distributors or agents could abuse such power and try to put their competitors in difficult situations. 

We believe that, although the CCP may be the primary point of contact of the local supervisors, there 

may be instances where both the supervisor and the institution would benefit from having direct 

contacts and that organizing such contact would be a core function of CCPs for facilitating 

supervision. We do not believe that the sole representation will be sufficient or satisfactory. 

 

 

Q3: Do you agree that CCPs should be required to fulfil one or more of the additional functions in 

Article 6 of these draft RTS where this is commensurate to the ML/TF risk associated with the 

operation of establishments other than a branch on the host Member State’s territory?   

If you do not agree, clearly set out your rationale and provide supporting evidence where 

available. Please also set out whether you think that these additional functions should be core 

functions instead, and if so, why.   

 

First, we believe that among the three additional functions contemplated, two (b and c) go beyond 

the role contemplated in the directive and would create significant issues for the institutions, their 

establishments and the CPPs.  

Indeed, transaction monitoring is often performed centrally by institutions using complex monitoring 

tools or mechanisms, and requiring significant manpower to be able to perform a constant 

monitoring which is as close to the timing of the transactions that it can be. Imposing transaction 

monitoring on CCPs will require significant organisational investments and will definitely prevent 

payment institutions and e-money issuers to establish in countries imposing such requirements, the 

cost of such investments exceeding the amounts explained above in our answer to Q1. 

Furthermore, responding to FIU requests may require an in-depth knowledge of the client 

relationship and of the operations of the agent/distributor, which may be very difficult to achieve for 

a CCP and will trigger, as mentioned earlier, competition and data protection issues. 

Secondly, we believe that the report filing may indeed be a function performed primarily by the 

CCPs (rather by the institutions or their establishments), but that this decision should be made by 

the institutions and that more flexible models should be possible (e.g. some cases dealt with by the 

CCP vs. more critical cases dealt with by the institution). We hence are not favorable to this criterion 

being imposed by some Member States. 

We hence urge the EBA to consider removing article 6, and to integrate the risk-based approach 

explained in article 6.2 in article 4 primarily. 
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Q4: What level of resource (financial and other) would be required to comply with 

these RTS? Please differentiate between one-off (set-up) costs and ongoing (running) 

costs. When providing your answer, please consider that the ESAs’ mandate in Article 45(10) of 

Directive (EU) 2015/849 does not extend to determining the form a CCP should take. 

 

Please see our response to question 1. 


