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©® By 2029, marketplaces should represent more than €991Bn in Europe

2029 Projections

Financial Marketplaces Marketplaces
Marketplaces B2B B2C

- Sources:
| Exton Consulting — Marketplaces report 2019,

Technavio, Massolution Crowdfunding Industry 2015 Report,
KPMG Crowdfunding in France 2016 Report



Marketplaces: L

Financial:

Crowdfunding
Lending
Equity

Real Estate
Invoice trading
Leasing
Renting
Savings
Insurances
Gifts

Charities

Busine

Goods and Services:

Membership
Wedding list
Food
Talents
Travel
Ticketing
Shopping
Used

Home repair
Commodities
Equipment
B2B
Logistics
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Marketplaces Involves Many Stakeholders

Client: Private person or company that makes a purchase.

Third Party Merchants: Private person or company registered as
a seller in the marketplace.

The Marketplace : Seller brand that brokers the relationship
between the buyer and the Merchant. It acts as the front office.

Payment Service Provider: Regulated entity that collects funds an
behalf of the marketplace, segregates funds, splits amounts to
various beneficiaries, and ensures compliance and financial
security of the transaction. It also includes funds acquiring
services.

Marketplace Software Provider : Most marketplaces rely on
software providers who create the web site, upload product
catalogue, manage the client UX and connectivity to payments
services

Marketplace

Marketplace Software
Providers

f.l Information flow

Payment Service
Provider (PSP)

® LEMONWAY
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Payment Service Directive (PSD2) Nov 25th 2015
Whereas (11)

G2 KSNB |3Syua |Ou 2y OSKIfF 27
(such as certain-eommerce platform), they should be excluded

only If they do not, at any time enter into possession or control of
Of ASYyu Tdzy Ra d¢

8 In other words, Marketplaces are subject to PSD?2



® Regulated Payments:

Can be a Challenge for Marketplaces

REGULATORY CONSTRAINTS
& COUNTRY ADAPTATIONS

Client money rules
Segregation

Q Real-time KYC/AML)

€J corr

DIVERSE MEANS OF PAYMENTS PAYMENT RECONCILIATION

° Acquisition of Funds Q Multi-payment types reconciliation,
(Cards, SCT, SDD, cheques, Exceptions management,
alternative payments) Risk control

Split and allocate funds &
payment account management

6 Money-out disbursements

6 Monitoring activity in real-
time

6 Multi-currency



© Contractual Relationships

Settlement

Payment
Payment Service Provider

(PSP)

Ccommission

General Terms for

———

Buyer Marketplace Merchant

General Terms
of Use




What Is regulated?
Who Is the merchant of record?
-~ What descriptor?

© Financial Flows

Settlement

Payment |
Payment Service

Provider(PSP)

Ccommission

Order Order
S S
O

Buyer Marketplace Merchant

| Product Delivery \



® Who can provide payment services?

Only regulated companies can provide payment services as

‘ a professional activity.

Payment Institutions

Electronic Money Institutions

Banks and Financial Services
Organizations

Some State Organizations




PSD2 Enforcement

Diverse Approaches
ACPR

BaFin
FCA
FINMA
CNMV
BRQL

Dynamic

Flexibl |
P FSRA (Estonia)



Sanctions

Example In France

1R 4
= = JIRRETIL

For holding client money without permission
For accepting a down payment

For contracting merchant card acquiring services directly



® The Solutions

Three possibilities for Marketplaces to become
compliant:

H1 H2 #3

| Use an accredited
Get a license Request an exemption payment service provider
(PSP)



® Case #1 - The Marketplace obtain their own licence

Local authority grant licences to organizations able to
guarantee prudent management of payment services:

v

Compliant Full security of Protection of Respect AML obligations
governance and payments processing sensitive data
Internal controls

A

Example: amazonpayments



® Case #2 — Obtain an exemption

Example in France

Article L. 521-3 Il du Code Monétaire et Financier :

Under 1 million euros of processed volume in last
12 months, Exemption with no formalities

Above 1 million d 0 e u the platform Is required to
request an exemption to the ACPR




® Case #2 — Criteria for exemptions

... g

Limited number of goods or
services on offer

Closed loop or limited number of
users



® Case #3 — Use a PSP

Ioo

F

e

Facilitate access to a . Transfer funds to
Control of client funds .
payment page beneficiaries

M
hed 5

Advice and best-practices in anti-
money laundering compliance

Communication user on PSP
secure payment process

Become a PSP agent



Wrap Up @

| e Consolidation of smaller
Payment complexity marketplaces

 Emergence of specialists
Regulatory pressure services
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