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NOTICE TO MEMBERS

Subject: Petition No 0610/2020 by Daniel Hans Jan Hinkelmann (German) on banning 
the PayPal payment service in the EU

Petition No 1511/2020 by G.W. (German) on the need to regulate European 
financial service providers, in particular Paypal, in order to protect consumers

1. Summary of petition 0610/2020

The petitioner believes that online payments made via PayPal are insecure and frequently 
circumvent consumer protection measures. He also states that PayPal, being a US company, is 
not subject to the rules governing the Single Market.

Summary of petition 1511/2020

The petitioner claims that some financial service providers in the EU behave like banks, but 
without any form of regulation. Taking Paypal as an example, he explains how this provider 
acts to the detriment of consumers, charges fees higher than standard bank rates and sets 
unfavourable exchange rates. For consumers making purchases on eBay, for example, Paypal 
is the only possible means of payment. Luxembourg is neglecting its role as the supervisory 
authority for Paypal and thus failing to protect consumers. He therefore calls for European 
regulation of these financial service providers.

2. Admissibility

Petition 0610/2020 was declared admissible on 14 Spetember 2020.

Petition 1511/2020 was declared admissible on 14 April 2021.
Information requested from Commission under Rule 227(6).



PE704.573v01-00 2/3 CM\1247339EN.docx

EN

3. Commission reply, received on 1 December 2021

The Commission’s observations 

PayPal (Europe) S.à r.l. et Cie, S.C.A. (“PayPal”) has a Luxembourg banking license, which, 
under EU law1, allows it to conduct banking business throughout the EU. As such, when 
providing payment services, PayPal is subject to the obligations set in Directive (EU) 
2015/2366 on payment services in the internal market (referred to as PSD2)2. These obligations 
ensure a high level of protection as well as the highest security standards, based on strong 
customer authentication. Compliance with these obligations is ensured by the relevant national 
competent authorities. In the case of PayPal, the ‘Commission de Surveillance du Secteur 
Financier (CSSF)’ ensures its prudential supervision, as the Luxembourg supervisory authority. 

The fact that eBay only allows payment with PayPal is not in breach of EU law. The payment 
instruments a payee is willing to accept are part of its commercial freedom.

One petitioner added that fees charged by PayPal are higher than the usual bank level, and 
exchange rates are worse than the daily rate. The fees and exchange rates applied are part of the 
PayPal User Agreement. These are included in the terms and conditions of the contract between 
customers and PayPal. If however the fees charged and the exchange rates applied deviate from 
what is agreed in this contract, the complainant could file a complaint with the relevant 
supervisory authority, in this case the CSSF.

The petitioner also stated that PayPal withholds funds arbitrarily for a long period of time. 
Article 68 (2) of PSD2 provides that “if agreed in the framework contract, the payment service 
provider may reserve the right to block the payment instrument for objectively justified reasons 
relating to the security of the payment instrument, the suspicion of unauthorised or fraudulent 
use of the payment instrument or, in the case of a payment instrument with a credit line, a 
significantly increased risk that the payer may be unable to fulfil its liability to pay”. If this is 
not agreed within the contract, or if the blocking of funds is not justified, a complaint should be 
filed with the relevant national competent authority, in this case the CSSF.

Finally, the same petitioner stated that the CSSF is neglecting its role as the supervisory 
authority for PayPal and thus failing to protect consumers. The petitioner asks for regulatory 
measures to remedy this situation.

According to the PSD2, Article 29 (1), “in order to carry out the controls and take the 
necessary steps provided for in this Title […] in respect of the agent or branch of a payment 
institution located in the territory of another Member State, the competent authorities of the 
home Member State shall cooperate with the competent authorities of the host Member State”.

Article 29 (3) adds that “the competent authorities shall provide each other with all essential 
and/or relevant information, in particular in the case of infringements or suspected 

1 Article 11(9) of Directive (EU) 2015/2366 “An authorisation shall be valid in all Member States and shall allow 
the payment institution concerned to provide the payment services that are covered by the authorisation throughout 
the Union, pursuant to the freedom to provide services or the freedom of establishment”.
2 Directive (EU) 2015/2366 of the European Parliament and of the Council of 25 November 2015 on payment 
services in the internal market, amending Directives 2002/65/EC, 2009/110/EC and 2013/36/EU and Regulation 
(EU) No 1093/2010, and repealing Directive 2007/64/EC, OJ L 337, 23.12.2015, p. 35–127.
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infringements by an agent or a branch, and where such infringements occurred in the context 
of the exercise of the freedom to provide services”.

The Commission’s assessment is that PSD2 provides for adequate supervision and cooperation 
between competent authorities in the event of the provision of services in host Member States.

Conclusion

Given the above, the Commission concludes that further action by the Commission is not 
justified in this matter.


