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1. General overview of the current situation and the developments since
the last evaluation relevant in the AML/CFT field

The AML/CFT regime in Malta has undergone a maj@rbaul since the last evaluatian.
The Prevention of Money Laundering and Funding efrdrism Regulations of 2003

were radically amended by Legal Notice 42 of 20081\vhe aim to further align an
harmonise the regulations with the FATF 40 as eaVi;m June 2003. It should be not
that these amendments also served to introduceumasashich were in discussion and
preparation during the Third Round Mutual Evaluatan site visit in November 200
and which, consequently, theONEYVAL Committee of Experts eventual
recommended in the 2005 MER. Subsequently the aede2®03 Regulations we
repealed and a new set of regulations was intratuceJuly 2008, transposing t
European Union legislation under Directive 20058D/ (the Third Directive) an
Directive 2006/70/EC (the Implementation Directivélhe new regulations furthg
broadened the scope of the AML/CFT regime in Maltd continued to implement tho
MONEYVAL recommendations which had until then not beenesddd.

One of the most significant changes to the AML/CiEfime by virtue of the 200
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amendments was the introduction of the obligatmmeport knowledge or suspicion of
transactions that could be related to the fundifigteororism,. Another important
development was the adoption of the risk-basedaaabralso introduced by virtue of the

2008 Regulations. In fact the 2008 Regulationsuitkelinter alia, provisions catering fo
simplified and enhanced customer due diligence areasand provisions for exemptio
from certain customer due diligence measures wireaacial activity is conducted on &
occasional or very limited basis, amongst others.

Consequently, the role of the FIAU has also beaadened considerably by law.

responsibilities have been extended to cover thaniing of terrorism whilst the

spectrum of persons who fall within its remit hagib widened. In order to further ens
that subject persons operate in compliance witthallpreventive measures prescribed
the AML/CFT legislation the FIAU has now set up eampliance department. TH
Department will work in collaboration with the othesupervisory authorities &
appropriate within the current memoranda of codpmraon compliance monitorin
issues.

From a statistical point of view the number of STiRs been more or less constant
the past three years. However, it is worth mentignithat there have been tv
convictions of money laundering and one convictiontipping off since the 29March
2007.

Moreover, the 2008 Regulations now place a mangaibligation on subject persof
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and the relevant authorities to collect, maintaad aompile appropriate statistics and

make such statistics available to the FIAU. Theigaltion to collect, maintain and

to



compile statistics is also applicable to the FIA&Ilf in the course of its work.

This Progress Report confirms that the Malteseaiiibs have given serious attention|to
the MONEYVAL recommendations and have taken immediate measuessure that th
AML/CFT regime in Malta be further harmonised withe recognised internationgal
standards and practices. This has been done thrsigpificant legislative amendments,
ongoing development and increased awareness ifiglds In this respect the FIAU has
continued to discuss with the industry the impletagon of the new Regulations through
the work of the Joint Committee on the PreventidnMmney Laundering and th
Financing of Terrorism.

The Prevention of Money Laundering and Funding efrdrism Regulations, 2008 and
the Prevention of Money Laundering A€ap. 373are enclosed herewith for ease| of
reference. They shall be referred to throughout thmstionnaire as “the 2008
Regulations” and “the Act” respectively.

NOTE: The following words or phrases shall have the sameaning as defined i
Regulation 2 of the 2008 Regulations:

>

“relevant activity”
“relevant financial business”

“subject person”




2.

Please

Key recommendations

indicate improvements which have been madeedpect of the FATF Key Recommendations

(Recommendations 1, 5, 10, 13; Special Recommemndati and IV) and the Recommended Action Plan
(Appendix 1).

Recommendation 1 (Money Laundering offence)
Rating: Largely Compliant
R dati f th . . e .
M?,S??&:,_?Qf;orf More emphasis should be placed on securing finavimbions on money laundering.
Me"i‘sures taken h“The scope of the definition of ‘money launderingarticle 2 of the Act has been widened to als@cov
:?rlr(’:gmﬁgndaﬂon Ofttﬁnthe meresuspicionfurther toknowledgethat property is derived directly or indirectlyof criminal
Report "activity. This amendment transposes article 9.1 #he 2005 Council of Europe Convention and if is
hoped that it will increase the possibility of seieg convictions.
Eﬂgﬁgnggﬁion of thi A greater willingness to draw inferences from obijexfacts and circumstances appears necessary
SHPeli secure money laundering convictions (effectiveisss®).
Me"i‘sures e ht) Investigators, prosecutors and judges are showiergasing willingness to draw such inferences. Thi
'Rmepcgnr:renr:n dation of ttﬁ is evident from the rise of prosecutions initiatlthre importantly, as indicated in the introductgayrt
Report of this Report, since the on site visit in 2005r¢éhleave been two convictions for money launderimgj|a
one on tipping off
s%cﬁgn\f’:f%io” of thi More priority should be considered to the investiga and prosecution of money laundering based o
SHPeli foreign predicates given the level of domesticipgenerating offences.
Me"i‘sures taken ht) Irrespective of the profit generated and of thentguwhere the predicate offence has been committe:
:?rlr(’:gmﬁgndaﬂon o ttre]n money laundering cases are thoroughly investigatetprosecuted. In terms of law, the definition| of
Report " ‘criminal activity’ means any activity, whenever wherever carried out, which under the law of Malta
means any criminal offence.
(Other) changes since the
last evaluation
Recommendation 5 (Customer due diligence)
I. Regarding financial institutions
Rating: Largely Compliant
Eﬂgﬁgnggﬁ'on of thl The Regulations’ reference to trust principals dyeheficiaries could lend itself to an interpretatip
SHPeli that it is an option to identify either the trustreficiary or the settlor (not both).
Me"i‘sures taken h“ReguIation 7(3)(e) of the 2008 Regulations now Hipadly states that the applicant for business mus
'él%gm;rgndaﬂon Ofttﬁndisclose the identity of the beneficial owners, piincipal, and the trust settlor and produce |the
Report "relevant authenticated identification documentatiefiore undertaking any business. Moreover,|th
disclosure procedures and obligations remain agiplic to any eventual changes in beneficia
ownership or principal.
Recommendation of th} For jife and other investment linked insurance, bemeficiary under the policy is identified but ot




MONEYVAL Report

verified.

Measures taken t
implement the
Recommendation of th

Report

P In the definition of ‘beneficial owner’ under Regtibn 2(1)(e) of the 2008 Regulations, in the aafs
| long term insurance business the beneficial owhall ®e construed to be the beneficiary under
" policy. Regulation 8(1) consequently requiresuesgfication of the identity of the beneficial ownas
appropriate. However, Regulation 8(3) of the 2B@julations states that in relation to life inswe|
subject persons are required to verify the identitythe beneficiary under the policy albeit {
verification may be completed after the businedatiomship has been established. This s
accordance with the relevant provisions of the Elitd'Directive and the FATF 40.

Recommendation of th
MONEYVAL Report

The general identification limit of MTL 5000 (EURIQ 650) applies to occasional wire transfe
which is higher than the exception for the purpageSR VII (Euro 1000).

Measures taken t
implement the
Recommendation of th

Report

P Although the European Union Regulation 1781/200615fNovember 2006 on information on t
| payer accompanying transfer of funds apptiesfactoas domestic legislation for wire transfers,

" Regulation 7(11) reiterates this obligation forafitial institutions to comply with the EU Directi
and Regulation 7(12) imposes administrative pezgmhdr non-compliance. Moreover, with respec
occasional transactions that involve a money teansf remittance, the definition of ‘Case 3’ (sim
large transaction) under Regulation 2 (1) setdhteshold at €1,000.

In addition, Regulation 4 of the 2008 RegulationgHer requires that no subject person shall far
business relationship or carry out an occasiomaistiction with an applicant for business unless
subject person maintainster alia customer due diligence measures.

Finally, Regulation 7(5) requires the applicatidrcostomer due diligence measures in all Cased ]
as defined in Regulations 2.

the
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Recommendation of th
MONEYVAL Report

There is no requirement in the Regulations for amgascrutiny of transactions or requirement
ensure the CDD-process is kept up to date.

Measures taken t
implement the
Recommendation of th

Report

P Regulation 7(1)(d) states that as part of the CD&asnres the subject person shall conduct ong
| monitoring of the business relationship. Regutafi@?) then defines this process as including:

(a) the scrutiny of transactions undertaken througttoel course of the relationship to ensure that th
transactions being undertaken are consistent iélstibject person’s knowledge of the customer a
of his business and risk profile, including, whaezessary, the source of funds; and

(b) ensuring that the documents, data or informatield by the subject person are kept up to date.

Moreover, Regulation 7(6) and Regulation 7(7) regthe ongoing or repeated customer due dilige
process to ensure that the information held is kpdb date.

oir
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Recommendation of th
MONEYVAL Report

With the exception of non-face to face customéesetis no requirement in the non-bank sector
enhanced due diligence of further risk customeusjriess relationships or transactions.

fol

Measures taken t
implement the
Recommendation of th

Report

P As part of the concept of the risk-based approaciustomer due diligence procedures, the 2
| Regulations contain a comprehensive provision uRggulation 11 relating to enhanced customer
" diligence measures that must be applied by allestilgersons, and therefore including the non-h
sector, in situations that, by their nature, cagsent a higher risk of money laundering or fundifig
terrorism. Regulation 11 requires the applicatiberthanced customer due diligence measures w
the applicant for business is not physically presenidentification purposes (non face-to-facehene
cross-border correspondent banking relationships @stablished; and where transactions

requires subject persons to pay special attenbonetv technologies and products/transactions
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undertaken or relationships are established witlitigadly exposed persons. Regulation 11 also

the
hel

favour anonymity and not to enter into or contirmagrespondent banking relationships with a s




bank.

Recommendation of ths'No specific requirement to understand the purpeogkiatended nature of the business relationship,

MONEYVAL Report

t
the|

Measures taken
implement

Recommendation of the

Report

D As part of the customer due diligence measuresjbiest person must obtain information on
p g p

purpose and intended nature of the business ne#dtiip, such that the subject person is ablg
establish the business and risk profile of theamst. This is laid out in Regulation 7(1)(c) of @08
Regulations.

(Other) changes since th

e

last evaluation

Recommendation 5 (Customer due diligence)
ll. Regarding DNFBP?

Recommendation of th
MONEYVAL Report

The changes recommended for R.5 should be appliBHEBP.

Measures taken t
implement the
Recommendation of the
Report

? The 2008 Regulations do not particularly distinguieetween the financial sector (relevant finan
| business) and DNFBPs (relevant activity) for theppses of the application of the obligations un
"the Regulations. Indeed the term ‘subject personefined as any legal or natural person carryirg
‘relevant financial business’ or ‘relevant activigs defined — the latter comprising all DNFBPs e
the FATF 40. Throughout the Regulations, thenjestitpersons are consequently all bound by
same obligations concerning customer due diliganeasures. There are however some additi
provisions relating to Casino license holders.

Recommendation of th
MONEYVAL Report

All persons providing company services need todvered by Maltese legislation

t
the

Measures taken
implement

Recommendation of the

Report

P Regulation 2 of the 2008 Regulations gives a didimiof “Trust and company service provide
which are considered to be subject persons unde®8 Regulations: any natural or legal per
who, by way of business, provides any of the foltayservices to third parties:

a) forming companies or other legal persons;

b) acting as or arranging for another person to aet @sector or secretary of
company, a partner of a partnership, or a simiteitfpn in relation to othe
legal persons;

c) providing a registered office, business addressadhner related services fi
a company, a partnership or any other legal pess@anrangement;

d) acting as or arranging for another person to ac #sistee of an expre
trust or a similar legal arrangement;

e) acting as or arranging for another person to aet @@minee shareholder f

that is subject to disclosure requirements in conifty with the Financia
Markets Act or subject to equivalent internatiostaindards.

Additionally since, as explained to the Plenaryimyithe MER discussion in September 2007, in M
such activities are often provided by the legal Hredaccountancy professions, persons providirsj

another person other than a company listed on fciabfstock exchange

the
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and company services are covered in the defindforelevant activity’ in relation to:

2

i.e. part of Recommendation 12



(a) auditors, external accountants and tax advistexwacting as provided for in paragraph (c) belo

(c) notaries and other independent legal professiomdilen they participate, whether by acting
behalf of and for their client in any financial r@al estate transaction or by assisting in therphanor
execution of transactions for their clients conaegrihe -

() organisation of contributions necessary for theeation, operation or management
companies;

(ii) creation, operation or management of trustenpanies or similar structures,
or when acting as a trust or company service pasyid
(d) trust and company service providers not alreadyeied under paragraphre,((c), (e) and ¢);

(e) nominee companies holding a warrant under thadvi@hancial Services Authority Act and acti
in relation to dissolved companies registered utitkesaid Act;

(f) any person providing trustee or any other fidyciservice, whether authorised or otherwise
terms of the Trusts and Trustees Act.

(Other) changes since tl

last evaluation

e

W,
or

of

Recommendation 10 (Record keeping)

I. Regarding Financial Institutions

Rating: Compliant

Recommendation of th
MONEYVAL Report

No recommendation

Measures taken to
implement the
Recommendation of the
Report

(Other) changes since th
last evaluation

Recommendation 10 (Record keeping)
Il. Regarding DNFBP

Recommendation of th
MONEYVAL Report

No recommendation

Measures taken t
implement the
Recommendation of th
Report

D

D

(Other) changes since tl
last evaluation

3

i.e. part of Recommendation 12



Recommendation 13 (Suspicious transaction reporting
|. Regarding Financial Institutions

Rating: Partially Compl

iant

Recommendation of th
MONEYVAL Report

Attempted transactions are not explicitly covered.

t
the|

Measures taken
implement
Recommendation of th

P Reporting procedures and obligations are exhaugticevered by regulation 15 of the 20
| Regulations. More specifically, Regulation 15(8rifies and strengthens the reporting of attemy

D8
ntel

Report suspicious transactioniiter alia a subject person is obliged to file a report whidmows or suspects
that money laundering or the funding of terroris@s Hbeen, is being or may be committed ol
attempted.

R dati f th . S . . .

MeC;:ISl?\;n\?:L??f;or? No reporting obligation on financing of terroriém

_lvlea|15ures taken hDAs stated in footnote 3 the obligation to repamgaficing of terrorism was introduced by LN 42 of @00

'él%gm;rgndaﬂon of ttﬁnfollowing the on-site evaluation visit, and is nawore comprehensively covered under Regulation 1

Report of the 2008 Regulations.

(Other) changes since the

last evaluation

Recommendation 13 (Suspicious transaction reporting
Il. Regarding DNFBP®

Recommendation of th . .

MONEYVAL Report Attempted transactions are not explicitly covered.

Me"i‘sures taken h“Reporting procedures and obligations are exhaugticevered by regulation 15 of the 2008

IRmeF():gnr:;r:ndation Ofttﬁn Regulations. More specifically, Regulation 15(Brifies and strengthens the reporting of attempte:

Report " suspicious transactionkter alia a subject person is obliged to file a report whdmows or suspects
that money laundering or the funding of terroris@s Hbeen, is being or may be committed ol
attempted.

R dati f th . L . . .

M?ﬁ??f:,_%fgorf No reporting obligation on financing of terrorism.

M tak t . S - . ,

imep?:fnrs;t axen the) As stated in footnote 3 the obligation to repantficing of terrorism was introduced by LN 42 of 200

Recommendation of thefollowing the on-site evaluation visit, and is nowore comprehensively covered under Regulation 1

Report of the 2008 Regulations.

Reocomme”da“o” of the\while the reporting duty is generally in place thehave been very few reports from DNFBP

HENETHAL Refpo (effectiveness).

M tak t o , . .

im%?:rl:]r:rsn axen the)AS held by the Malta Delegation in the course @f discussions of the Plenary on the adoption of th

Recommendation of the MER in September 2007, it is generally the situaiio most evaluated countries that the number o

Report suspicious reports filed by DNFBPs in relation tode filed by the financial sector is always lower,
although to different degrees. This is understhledaonsidering the dominance of the financial @eft

4 Reporting of transactions suspected to be relatdidet financing of terrorism was provided for unthex February
2006 revisions of the Prevention of ML Regulatiared was in place by the time of the adoption of #fe

evaluat

ion report. All references to this issuéhis progress report should be read in the lighhisffootnote.

ie. part of recommendation 16.



in all jurisdictions. Hence this cannot be atttdunias an effectiveness problem to any one paatic
jurisdiction. Although this is generally still thmse it is worth noting that reports filed by DNFEH
have gradually increased as evidenced by the attathed hereunder.

STREs filed by Subject Persons for the years 2003-2007

I
Real Estate Agents 2007
2006
Nominees{Trustees Ozoos
W 2004
Caginos 02003

Professionals

Regulatory Authorities

Insuraneces

Investment Services

Neon-Bank Financial Instltuhons

Credit [nstitutions

S0 &0

Changes since the la

evaluation

st

Special Recommendation Il (Criminalisation of terraist financing)

Rating: Largely Compli

ant

Recommendation of th
MONEYVAL Report

Clarify that Article 328 B offences cover contriloms used for any purpose ((including a legitim
activity), by a terrorist group.

Measures taken to__, . . . .

implement the| This issue is being re-addressed through propasedd@ments to the relevant laws.
Recommendation of the

Report

Recommendation of th
MONEYVAL Report

Clarify if provision or collection of funds can bene directly and indirectly.

Measures taken to, .
implement thel Vide above.
Recommendation of the

Report

Recommendation of th
MONEYVAL Report

Assess the effectiveness of the recently (Juné Bafiduced terrorist financing offences.

t
the

Measures taken
implement

Recommendation of the

Report

P Since 2007 the FIAU has received four suspicioasigaction reports related to the financing
terrorism, three of which have been passed on doptilice for further investigation following th

cul

ate

assessment by the FIAU.

10



(Other) changes since tl
last evaluation

Special Recommendation 1V (Suspicious transactioreporting)
|. Regarding Financial Institutions

Rating: Non Compliant

Recommendation of th
MONEYVAL Report

Mandatory obligation to report suspicious transaais of FT is not in place

_lvlea|15ures taken hDAs stated in footnote 3 the obligation to repamgaficing of terrorism was introduced by LN 42 of @00
IRmeF():gnr:anr:ndation Ofttﬁnfollowing the on-site evaluation visit, and is nowore comprehensively covered under Regulation 1
R " of the 2008 Regulations.
eport
(Other) changes since the
last evaluation
Special Recommendation IV (Suspicious transactioreporting)
Il. Regarding DNFBP
Recommendation of thi \jandatory obligation to report suspicious transacs of FT is not in place
MONEYVAL Report
_lvlea|15ures taken ht) As stated in footnote 3 the obligation to reparahcing of terrorism was introduced by LN 42 0D&(
'él%gm;rgndaﬂon Ofttﬁnfollowing the on-site evaluation visit, and is nowore comprehensively covered under Regulation 1
R ”of the 2008 Regulations.
eport

(Other) changes since the
last evaluation

3. Other Recommendations

In the last report the following FATF recommendasiovere rated as “partially compliant” (PC) or “non

compliant” (NC) (see also Appendix 1). Please, gpdor each one what measures, if any, have bakent

to improve the situation and implement the suggestior improvements contained in the evaluatigore

Recommendation 6

Rating: Partially Compliant
Recommendation of thi \jgita should introduce enforceable means concerttiiegestablishment of business relationships it

MONEYVAL Report

PEPs

Measures taken t
implement the
Recommendation of th

Report

P The concept of PEPs was introduced into Maltesisli@n through the 2006 amendments to the

| 2003 Regulations, immediately following the comiaietof the Third Round evaluation on-site

"visit in November 2005. The 2008 Regulations hangadened the concept of PEPs by adopting
the more extensive definition of PEPs in the FADRa#d the EU Third Directive under Regulation
2 and Regulations 11(6) and (7). More specificdliggulation 11(6) deals with the undertaking of
transactions or establishment of a business rekttip by a subject person with politically exposed
persons. This regulation imposes enhanced meadardse adopted by subject persons in

undertaking transactions or establishing businetastionships with PEPs. Enhanced measures

D

11



include: the approval of senior management foredbblishment of such a relationship or the
undertaking of transactions; the maintenance ofakld measures and internal procedures tg
ascertain the source of wealth and funds that mvelied in these business relationships or
transactions; and the conducting of enhanced ogguoumitoring of the business relationship.

Regulation 11(8) then states that where a persercéased to be entrusted with a prominent pu
function for a period of at least twelve monthstsperson shall no longer be considered as a fadliti
exposed person

(Other) changes since th
last evaluation

e

Recommendation 7

Rating: Non-Compliant

Recommendation of th
MONEYVAL Report

No law, regulation or enforceable guidance on crbesder correspondent relationships.

Measures taken t
implement the
Recommendation of th
Report

P It must be noted that although, in the opinion loé Maltese authorities, the requirements of
| Recommendation 7 were already partially coveredutin the Guidance Notes (oem), the 2006
"amendments to the 2003 Regulations following thesitan visit strengthened these obligations
through the then Regulation 5A. However the Maltasthorities have given due consideration to
the MONEYVAL recommendations in this respect. Unthee 2008 Regulations therefore, cross-
border correspondent relationships with respondestitutions from a country other than a
Member State of the Community have been furtheengthened and are now regulated by
Regulation 11(3). A set of particular measures nbesadopted by the subject person carrying oulf
relevant financial business to ensure that monegdaring and funding of terrorism are avoided.
Subject persons must have knowledge of and underskee business activities and reputation of
the respondent institution; assess the adequacyefiectiveness of the internal controls for the
prevention of money laundering and the fundingesfdrism; obtain the prior approval of senior
management for the establishment of new correspniolenking relationships; document their
respective responsibilities for the prevention a@ney laundering and the funding of terrorism; and
with respect to payable-through accounts be sadisfhat the respondent credit institution has

to the accounts of the respondent institution dvad it is able to provide relevant customer due
diligence data to that subject person upon request.

verified the identity of and performed on-going diiégence on the customers having direct access

D

(Other) changes since th
last evaluation

e

Recommendation 16

Rating: Partially Compl

iant

Recommendation of th
MONEYVAL Report

Attempted transactions are not explicitly covered.

Measures taken t
implement the
Recommendation of th
Report

’ See reply to Recommendation 13 above.

D

Recommendation of th
MONEYVAL Report

No reporting obligation on financing of terrorism.

12
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Measures taken t
implement the
Recommendation of th
Report

P See reply to Recommendation 13 above.

D

Recommendation of th
MONEYVAL Report

covered.

Trust Service Providers not being a nominee companyicensed nominee should be expreg

53

Measures taken t
implement the
Recommendation of th

Report

P Regulation 2 of the Revised Regulations gives anifiein of “Trust and company service provider
| any natural or legal person who, by way of businpssvides any of the following services to th
" parties:

a) forming companies or other legal persons;

b) acting as or arranging for another person to ach @&ector or secretary of a company
partner of a partnership, or a similar positiomdlation to other legal persons;

c) providing a registered office, business address athdr related services for a company
partnership or any other legal person or arrangémen

d) acting as or arranging for another person to aettagstee of an express trust or a similar le
arrangement;

e) acting as or arranging for another person to a@ asminee shareholder for another per
other than a company listed on an official stockh@xge that is subject to disclosure requirem
in conformity with the Financial Markets Act or gatt to equivalent international standards.

Additionally since, as explained to the Plenaryimythe MER discussion in September 2007, in M
such activities are often provided by the legal Hredaccountancy professions, persons providirgj
and company services are covered in the defindforelevant activity’ in relation to:

(a) auditors, external accountants and tax advistexwacting as provided for in paragraph (c) belo

(c) notaries and other independent legal professsomdilen they participate, whether by acting
behalf of and for their client in any financial raral estate transaction or by assisting in therphanor
execution of transactions for their clients congggrihe -

() organisation of contributions necessary for theeation, operation or management
companies;

(i) creation, operation or management of trusbenganies or similar structures,
or when acting as a trust or company service pasyid
(d) trust and company service providers not alreadyered under paragrapha,((c), (€) and §);

(e) nominee companies holding a warrant under thadvi@hancial Services Authority Act and acti
in relation to dissolved companies registered utiiesaid Act;

(f) any person providing trustee or any other fidyciservice, whether authorised or otherwise
terms of the Trusts and Trustees Act.
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Recommendation of th
MONEYVAL Report

While the reporting duty is generally in place thelhave been very few reports from DNF
(effectiveness).

Measures taken t
implement the
Recommendation of th

Report

D As held by the Malta Delegation in the course @f discussions of the Plenary on the adoption of
MER in September 2007, it is generally the situaiio most evaluated countries that the numbe
Fsuspicious reports filed by DNFBPs in relation hoge filed by the financial sector is always low
although to different degrees. This is understhledeonsidering the dominance of the financial e
in all jurisdictions. Although this is generallyilsthe case it is worth noting that reports filbg
DNFBPs have gradually increased as evidenced by ctmrt attached under the reply

13
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Recommendation 13.

(Other) changes since tl

last evaluation

e

Recommendation 18

Rating: Partially Compliant

Recommendation of th
MONEYVAL Report

Malta should implement provisions with regard t@mhibition on financial institutions to enter ¢
continue correspondent banking with shell banks.

br

Measures taken t
implement
Recommendation of the

Report

the

P Although as claimed by the Malta Delegation at tinge of the Plenary discussion, in this cont
banks in Malta were already prohibited through rilevant provisions of the Guidance Notes (o€
"the Maltese Authorities have taken on board the M®WMAL recommendations and strengthened {

11(4) now states that subject persons carryingedevant financial business under paragrapiof the
definition in Regulation 2 shall not enter into,amntinue, a correspondent banking relationship i
shell bank.

requirement through the specific legislative primns in the 2008 Regulations. As such, Regulati

ext
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Recommendation of th
MONEYVAL Report

Financial institutions should be obliged to satigfgmselves that a respondent financial institutroa
foreign country is not permitting its accounts ®used by shell banks.

Measures taken t

implement

Report

the
Recommendation of the

P Regulation 11(4)) states that subject persons carrying out relefiaancial business under paragra
(a) of the definition in Regulation 2 shall take ammiiate measures to ensure that they do not ¢
into, or continue, a corresponding banking relaiop with a bank which is known to permit
accounts to be used by a shell bank.

(Other) changes since th

last evaluation

®The 2008 Regulations now contain a definition shall bank:

"shell bank" means a credit institution or artita8on engaged in equivalent activities, incorgted in
a jurisdiction in which it has no physical presenio@olving meaningful mind and management, :
which is not affiliated with a regulated financgabup

Recommendation 21

Rating: Partially Compliant

Recommendation of th
MONEYVAL Report

No broad requirement to pay special attention tsibess relationships and transactions with pers
from countries which do not or insufficiently apgihe FATF Recommendations.

Measures taken t

implement

Report

the
Recommendation of the

P The 2008 Regulations have retained the concepteplitable jurisdiction’ but have strengthened
application of the concept throughout the Regutetias appropriate. Regulation 15(2) specific
requires subject persons to pay special attenbidrusiness relationships and transactions withopss
companies and undertakings, including financiditusons and DNFBPs, from a jurisdiction that dg
not meet the established criteria of a reputabfisdiction as defined by the Regulations. Moreqg
Regulation 15(3) provides for measures that cartalBien by the authorities where a jurisdict
continues not to apply or to insufficiently appiyeguate AML/CFT measures.

Additionally subject persons are prohibited from:

a) applying simplified due diligence measures tdasiness relationships and transactions fromra
reputable jurisdiction (Regulation 10(7))

b) relying on persons and institutions from a ngputable jurisdiction for the performance of custor
due diligence requirements (Regulation 12(11))
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c) applying the provisions of disclosure with pers@and institutions from a non reputable jurisdict
(Regulation 16 (4))

(Other) changes since tl
last evaluation

e

Recommendation 22

Rating: Non-Compliant

Recommendation of th
MONEYVAL Report

No general obligation for financial institutions wh ensures their branches and subsidiaries obs
AML/CFT measures consistent with Maltese requiréasmamd the FATF Recommendations to
extent that host country laws and regulations p&ymi

ory
the

_lvlea|15ures taken ht) Regulation 6 of the 2008 Regulations requires firninstitutions with overseas branches or majorit

IRmeF():gnr:anr:ndation of ttﬁnowned subsidiaries to communicate to such entitiels internal AML/CFT procedures and to apply|to

Report "them such AML/CFT measures that, as a minimumegquivalent to Maltese requirements.

Recommendation of thi There js no requirement to pay particular attenttonsituations where branches and subsidiaries |ar

OB e based in countries that do not or insufficientlypBpFATF Recommendations.

Me"i‘sures taken h“ReguIation 6 (1) states that subject persons cayrgut relevant financial business shall not esthabl

IRmeF():gnr:anr:ndation of ttﬁnor acquire branches or majority owned subsididriesjurisdiction that does not meet the critedad

Report "reputable jurisdiction. This regulation is meantfuaher support the policy of the banking regutgto
not to approve the establishment of branches aidiaies in jurisdictions that do not or insuféatly
apply the FATF -40. The Maltese Authorities wolilke to recall that, in terms of the Banking Actdan
other financial services legislation, financial tingions cannot establish an overseas branch
subsidiary unless so authorised by the regulateer IFSA) whose policy for such authorisatians
includes the considerations of the AML/CFT situatand legislative provisions in the jurisdiction |of
establishment.

Reocomme”da“o” of th\ provision should be made that where minimum AML/@§&lirements of the home and host countrie:

HONETIAL Reper differ, branches and subsidiaries in host countsasuld be required to apply the higher standard tc
the extent that local (i.e. host country) laws aegdulations permit.

Me"i‘sures taken h“ReguIation 6 (2)(b) requires subject persons tdyapeasures that, as a minimum, are equivalent t

IRmeF():gnr:anr:ndation Ofttﬁnthose under the 2008 Regulations regarding customerdiligence and record keeping. In the even

Report "that such application is not possible the subjersgn shall immediately notify the FIAU and take
additional measures to effectively handle the aéknoney laundering or the funding of terrorism.
Should the subject person be unable to take additimeasures, the FIAU in collaboration wjth
supervisory authorities may order the closure ohduranches or subsidiaries.

(Other) changes since the

last evaluation

Recommendation 24

Rating: Partially Compliant

Recommendation of th{ pore resources needed for monitoring and ensuromgiance by DNFBPs other than casinos.

MONEYVAL Report

_lvlea|15ures taken h“The FIAU has established its own Compliance Depamtnto avelop its compliance operatior

'él%gm;rgndaﬂon OfttﬁnCurrentIy the Department comprises one complianfficeo who will continue to operate in

Report " collaboration with the other supervisory authositigith whom the FIAU has entered into MoUs. This
notwithstanding, according to the Development Riathe FAIU, the number of officers should pe
increased by two to a total of three officers bg tear 2010. To date the FIAU has managed t
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maintain a steady ongoing supervision programmthénfinancial sector through its agreement with
the MFSA. It is worth noting that in accordancehathe 2008 Regulations transposing the EU Thirc
AML Directive, the FIAU can apply a risk based apgeh in monitoring DNFBPs. To this effect, the
FIAU will eventually establish its internal risk mnix in order to fulfil this obligation effectively

(Other) changes since the

last evaluation

Recommendation 25

Rating: Partially Compliant

Recommendation of thi cET jssues are not addressed in sector specifideginies.

MONEYVAL Report

_lvlea|15ures taken h”ln general, this is gradually no longer the cadeoligh its Legal and Compliance Departments| thi

:?rlezgrrr?;rgndation oftth FIAU is working with the industry to continue todgop guidelines based on the 2008 Regulatipns

Report " Vide for instance ‘Guidance Notes on the PreventibMoney Laundering and Funding of Terrorism’
issued by the institute of financial services ptacters in October 2007.

Recommendation of th) The provision of feedback is not fully in line witte FATF Best Practices Guidelines in providing

MONEYVAL Report feedback

_lvlea|15ures taken hUReguIation 14(4) of the 2008 Regulations states the FIAU shall provide subject persons and

'S;%gmﬁgn dation of t tﬁnsupervisory authorities with timely feedback on éffectiveness of the suspicious transaction repprt

Report “on other information it receives from subject pess@nd the effectiveness of the statistical dat
gathered by the FIAU. The FIAU is further boundthg Act to provide feedback on STRs as may b
requested by reporting entities. It is worth ngtiat earlier this year Malta was assessed o i
feedback procedures by the EU. The results chglsessment were positive.

Recommendation of thi Ng sector specific guidelines for DNFBP

MONEYVAL Report

i'\r/ln%?:runr:ﬁt taken th;) As explained above, these are currently being etlaft

Recommendation of the

Report

(Other) changes since the

last evaluation

SR.VII

Rating: Partially Compliant

Recommendation of thi The general identification limit of MTL 5000 (Eutd 650) applies to occasional wire transfers which

HIERNEVAL [RiZze is higher than the exception for the purposes o¥/8REuro 1000).

Me"’l‘sures jaken h“AIthough the European Union Regulation 1781/20061%fNovember 2006 on information on the

&%gm;’:ﬂdaﬂon ofttﬁn payer accompanying transfer of funds is directipligable as part of domestic legislation for wjre

Report " transfers, yet Regulation 7(11) reiterates thiggalion for financial institutions to comply withé EU
Directive with Regulation 7(12) imposing adminisive penalties for non-compliance. Moreovgr,
with respect to occasional transactions that irv@vmoney transfer or remittance, the definition o
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‘Case 3’ (single large transaction) under Regutafidl) sets the threshold at €1,000.

Moreover, Regulation 4 of the 2008 Regulationshfeirtrequires that no subject person shall form
business relationship or carry out an occasiomaistction with an applicant for business unless th
subject persons maintaimger alia customer due diligence measures.
Finally, Regulation 7(5) requires the applicatidrcostomer due diligence measures in all Cased 1 —
as defined in Regulations 2.

Recommendation of thi Ng “fyll” originator information required to accomany cross-border wire transfers.

MONEYVAL Report

Me"i‘sures taken h“EU Regulation 1781/2006 is directly applicable astwf domestic legislation in Malta as an EU

IRmer::gnr:rir:ndation OfttﬁnMember State. This notwithstanding, Regulation Y(4fL.the 2008 Regulations states that subjec

Report " persons who carry out a financial activity undetéwant financial business’ that involves the tfans
of funds both domestically and cross-border shathgly with the provisions of Regulation (EC) No
1781/2006 of the European Parliament and of then€ibaf 15 November 2006 on information on the
payer accompanying transfer of funds, as may Herte from time to time. In this case article 5|of
Regulation No 1781/2006 is directly applicable.

Eﬂgﬁg\r{"\f’gfﬁion of thi No measures taken to ensure enhanced scrutiny efenitor for transfers which do not contdin

SHPeli complete originator information.

Me"i‘sures taken h“ArticIes 8, 9 and 10 of Regulation No 1781/2006 directly applicable in this case. Additionally

&%gm;’gﬂdaﬂon o ttre]n Regulation 7(12) of the 2008 Regulations statesatsaibject person who contravenes the provisiéns

Report " this regulation or of Regulation No 1781/2006 slhalliable to an administrative penalty of not less
than two hundred and fifty euro (€250) and not mibign two thousand five hundred euro (€2,500
which shall be imposed by the Financial Intelligedmalysis Unit without recourse to a court hearing

Recommendation of thi No guidance on batching.

MONEYVAL Report

Measures  taken 10 articles 7 and 8 of Regulation No. 1781/2006 arectly applicable in this case.

implement the

Recommendation of the

Report

(Other) changes since the

last evaluation

SR.VIII

Rating: Non- Compliant

Recommendation of th Ng special review of the risks in the NPO sectatastaken.

MONEYVAL Report

_lvlea|15ures taken h“The non-profit organisation sector is now reguldtgdhe Voluntary Organisations Act 2007 and [the

:?rlezgrrr?;rgndation OfttﬁnSecond Schedule of the Civil Code introduced in720the FIAU has made recommendations to|th

Report " Office of the Attorney General to enhance the havisation of the Voluntary Organisations Act with
Special Recommendation VIII. The recommendatiomscarrrently under consideration by the Offjce

of the Attorney General.

Recommendation of th
MONEYVAL Report

No general guidance to financial institutions astfte risks (in the light of Best Practice Paper 8R
VIII).

Measures taken t
implement the
Recommendation of th

Report

 Guidelines are currently being drafted.

D
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Recommendation of th
MONEYVAL Report

Insufficient legal regulation of NPO sector.

Measures taken t

implement the)AS stated above the non-profit organisati'on seist_mow regulated by Voluntary Organisations 4
Recommendation of the2007 and the Second Schedule of the Civil Codedlnired in 2007.
Report

A\ct

Recommendation of th
MONEYVAL Report

No specific measures in place to ensure that t&targanisations cannot pose as legitimate n
profit organisations.

taken t

_lvlea|15ures o P Provisions in this regard are under consideratomart of the proposals of the FIAU to amend
Implement € \/oluntary Organisations Acts.

Recommendation of the

Report

the

(Other) changes since th
last evaluation

4. Specific Questions

Has a general power across the financial sector been introduced to supervise the reporting of
unusual business operations involving funds that may be linked or related to terrorism and the
financing of terrorism? Have sanctioning powers been introduced in the financial sector for failing

to report financing of terrorism transactions?

The FIAU is the entity which has the power to reeesuspicious reports relating to the funding of
terrorism. This power emanates from Regulation 15he 2008 Regulations. Regulation 15 (15)
imposes an administrative penalty on those whotdaidisclose and report a suspicion of funding of
terrorism. Moreover the FIAU remains by law thehauwity responsible to supervise subject persons
under the 2008 Regulations, which now cover repgrif transactions suspected to involve the
funding of terrorism.

Have there been any changes to the domestic legal regime for freezing assets under SR.I11 of EU
internals since the adoption of the 3" evaluation report? Have any such orders been madein respect

of EU internals since the adoption of the 3™ evaluation report?

There have been no significant changes in the dierlegal regime for freezing assets.

Have sanctions been imposed (whether administrative or criminal) specifically for AML/CFT
infringements, at the instigation of financial sector supervisors, since the adoption of the 3" report?

If so, please indicate the main types of AML/CFT infringement detected by financial sector
supervisors since the adoption of the 3 report.[NB It is not necessary for these purposes to provide

full detailed statistics, but an overview]

Since the adoption of the 3rd Report in Septemi®72in the course of its supervisory work, the
MFSA has detected a small number of AML/CFT relaiteftingements by licence holders. These
included minor deficiencies in written AML/CFT predures, minor shortcomings in aspects| of
customer acceptance policies and in CDD informatidocumentation, and occasionally shortcomings
in training obligations. The infringements detectegle not serious enough to warrant the imposition
of fines but rather the issue of a warning or ainegnd. In all cases the MFSA requested the licence
holder concerned to rectify the shortcoming anccamply within an established time period and
verified compliance through a follow up on-siteitvis
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5. Questions related to the Third Directive (2005/60/EC) and the
| mplementation Directive (2006/70/EC) °

Implementation / Application of the provisions in the Third Directive and the Implementation Directive

Please indicate whether t

Third Directive and thd The European Union Third Directive and the Impletagan Directive have been fully implemented

Implementation ~ Directivg by virtue of the Prevention of Money Laundering &uohding of Terrorism Regulations of July 2008
have been fully implemented
/ or are fully applied ang
since when.

Beneficial Owner

Please indicate whethg
your legal definition of]
beneficial owner|

"The legal definition of ‘beneficial owner’ in Reguion 2 of the 2008 Regulation is fully alignedw|
the definition given in the'3Directive. In addition to the provisions laid antthe definition of the 3

corresponds  to  the Directive, Regulation 2 states that in the caséon§ term insurance business, the beneficial owne

definition of beneficial| shall be construed to be the beneficiary undepttiey — this is in line with the FATF 40.
owner in the % Directive’
(please also provide the
legal text with your reply)

Risk-Based Approach

PI indicate th t . . . .
toeasvshilgh cate ﬁne(,;lr%jnﬁn terms of Regulation 3, the FIAU may determinat ttubject persons who carry on relevant finan

institutions have been Pusiness (including therefore financial instituspron an occasional or very limited basis and wk
permitted to use a risk-there is little risk of money laundering or fundiafterrorism shall not be regarded as subjectope]
based  approach  toand therefore do not fall within the scope of tH@& Regulations. Sub-Regulations (2) to (5)
discharging certain of Regulation 3 lay down the criteria on which the Bl8hall make such determination.

E)hbsiilgations. AML/CFT Regulation 7 establishes the customer due diligentaria, with Regulation 7(8) providing for subje

persons to determine the extent of the applicabibnustomer due diligence requirements on a
sensitivity basis depending on the type of custoimesiness relationship, product or transactiohe
law further requires that subject persons must ateenal procedures in place to apply the riskelda
approach to the satisfaction of the supervisorpaity — the FIAU.

In this context therefore, subject persons mayyapphplified customer due diligence as far as i
permitted by the criteria laid down in Regulatiod df the 2008 Regulations. Additionally, as far
applicable, subject persons musgiply enhanced customer due diligence measuraguations in
accordance with Regulation 11 of the 2008 Reguiatio

—
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Politically Exposed Persons

Erliet}sﬁg 'Podrlcaitgen\fi'fr;?;g "The definition of "politically exposed personginmpletely reflects the definition in the EU Thi

PEPs in accordance withPirective and the Implementation Directive.

rd

® For relevant legal texts from the EU standards Appendix ||
" Please see Article 3(6) of th€ Birective reproduced in Appendix II
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the provisions in the Thirg
Directive and the
Implementation

Directivé® are provided
for in your domestic
legislation (please als
provide the legal text with

your reply).

I Definition under Regulation 2: "politically expas@ersons” means natural persons who are or
been entrusted with prominent public functions ahdll include their immediate family members

junior officials;

3Regulation 11(7) states For the purposes of thi@itdeh of ‘politically exposed persons’ -

(a) the term ‘natural persons who are or have betmsted with prominent public functions’ shall
include the following:

Parliamentary Secretaries;

(i) Members of Parliament;

to further appeal, except in exceptional circumsan
(iv) members of courts of auditors, Audit Committee of the boards of central banks;
(v) ambassadorsharges d'affairegnd other high ranking officers in the armed forces

’

[

(vi) members of the administrative, management @artls of State-owned corporations,
where applicable, for the purposes of subparagréiphs (v), shall include positions held
the Community or international level;

(b) the term ‘immediate family members’ shall inclutie following:

(i) the spouse, or any partner recognised bynalilaw as equivalent to the spouse;

(i) the children and their spouses or partnens; a

(iif) the parents;

(c) the term ‘persons known to be close associates! siclude the following:

() a natural person known to have joint benefiolnership of a body corporate or any ot
form of legal arrangement, or any other close lassirelations with that politically expos
person;

(i) a natural person who has sole beneficial owhigr of a body corporate or any other form
legal arrangement that is known to have been ésitol for the benefit of that politicall
exposed person.

persons known to be close associates of such ggrbah shall not include middle ranking or mg

(i) Heads of State, Heads of Government, Ministerd Deputy and Assistant Ministers g

(iif) members of the Courts or of other high-leyadicial bodies whose decisions are not subj
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“Tipping off”

Please indicate whethe
the prohibition is limited
to the transaction report g
also covers ongoing Ml
or TF investigations.

"Officials or employees of the FIAU (article 33 difet Act) and subject persons, supervisory auther
;or any official or employee of a subject persora®upervisory authority (Regulation 16 of the 2(

| Regulations) are prohibited from disclosing to {erson concerned or to a third party, that
investigation is being or may be carried out, @t tihformation has been or may be transmitted &g
Financial Intelligence Analysis Unit.

Article 4(2) of the Act prohibits any person fronsaosing that an investigation is taking place

itie
DOE
ar
th

or

® Please
reprod

see Article 3(8) of th& Birective and Article 2 of Commission Directive 3)70/EC
uced in Appendix II.
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makes any other disclosures likely to prejudicehsiwestigation where an investigation order
been applied for by the Attorney General.

With respect to the
prohibition of “tipping
off” please indicate
whether there are

circumstances where th
prohibition is lifted and, if
so, the details of suc
circumstances.

In transposing the relevant articles under Se@iohChapter Il of the EU Third Directive, Regtitat
16(2) provides that disclosures made under theviatg circumstances shall not constitute a bredg
» that subregulation:

@) disclosures to the supervisory authority relevemthat subject person or to law enforcem
hagencies in accordance with applicable law;

(b) disclosures by the reporting officer of a subjeetson who undertakes relevant financial busil
to the reporting officer of another person or pessandertaking equivalent activities and who fg
part of the same group of companies of the formuajest person, whether situated domestica
within another Member State of the Community oa ireputable jurisdiction;

(c) disclosures by the reporting officer of a subjeetson who undertakes activities under parag
(a) or paragraphd] of the definition of ‘relevant activity’ to theeporting officer of another person
persons undertaking equivalent activities, who guenf their professional activities whether
employees or not, but within the same legal pemowithin a larger structure to which the subj
person belongs and which shares common ownersid@pagement or compliance control, whet
situated domestically, within another Member Stdtthhe Community or in a reputable jurisdiction;

(d) disclosures between the same professional catej@ubject persons referred to in paragraph
and paragraphc) in cases related to the same customer and the gsamsaction that involves two
more institutions or persons, whether situated dwicedly, within another Member State of t
Community or in a reputable jurisdiction, providdwt such subject persons are subject to equiv
obligations as regards professional secrecy angbpal data protection and, provided further that
information exchanged shall only be used for thgppses of the prevention of money laundering
the funding of terrorism.

(3) The fact that a subject person as referred tsubregulation (23] is seeking to dissuade a clig
from engaging in an illegal activity shall not ctihge a disclosure in breach of subregulation (1).

(4) Where the FIAU determines that a jurisdictiamesl not meet the criteria of a reputable jurisdic
as defined in regulation 2 of the 2008 Regulatiamswhere the FIAU is otherwise informed tha
jurisdiction is not considered as meeting the gatef a reputable jurisdiction, it shall, in cdiaration
with the relevant supervisory authorities, prohikitbject persons from applying the provisions
subregulation (2) with persons and institutionsrfriiat jurisdiction.

Moreover, Article 34 (1) of the Act states that theAU, and its officers, employees and age
whether still in the service of the FIAU or notafiimot disclose any information relating to théaas
of the FIAU or of any person, physical or legal,ieththey have acquired in the performance of t
duties or the exercise of their functions undes it except:

(a) when authorised to do so under any of the prorssof the Act;

(b) for the purpose of the performance of their dutethe exercise of their functions under the Act
(c) when specifically and expressly required to daisder a provision of any law.
Article 34 (2) states further that the FIAU maydiise any document or information referred tg

subarticle (1) to an organization outside Maltackhin the opinion of the FIAU has functions simi
to those of the FIAU and which has similar dutiésecrecy and confidentiality as those of the FI
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or to a supervisory authority in Malta or to a swsory authority outside Malta which in the opini
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of the FIAU has duties similar to those of a suamy authority in Malta.

“Corporate liability”

Please indicate whethe
corporate liability can be
applied where ar
infringement is committed
for the benefit of tha
legal person by a persd
who occupies a leadin
position within that lega
person.

;rReguIation 5 (1) states that where an offence ag#ie provisions of Regulation 4 is committed b
body or other association of persons, be it cotpova unincorporate, every person who at the tifm
the commission of the offence was a director, managecretary or other similar officer of such bg
or association, or was purporting to act in anyhscapacity, shall be guilty of that offence unléss
nproves that the offence was committed without kisowledge and that he exercised all due dilige
gto prevent the commission of the offence.

e

Article 3(4) of the Act states: Where the personnd guilty of an offence of money laundering ungd
this Act is an officer of a body corporate as fened to in article 121D of the Criminal Code sra
person having a power of representation or haviret) swthority as is referred to in that article #mel
offence of which that person was found guilty wasmitted for the benefit, in part or in whole,
that body corporate, the said person shall forptimposes of this Act be deemed to be vested wil
legal representation of the same body corporatetwghall be liable to the payment of a fine (mudth
not less than one thousand and one hundred andfsixt euro and sixty-nine cents (€1,164.69) i
not more than one million and one hundred and doaly thousand and six hundred and eighty;

euro and seventy cents (€1,164,686.70).

Can corporate liability bg
applied where the
infringement is committed
for the benefit of tha
legal person as a result
lack of supervision o
control by persons wh
occupy a leading positio
within that legal person.

Regulation 5(2) states that without prejudice tbregulation (1), where the offence is committedal
body or other association of persons, be it cotpasaunincorporate, or by a person within anctter
benefit of that body or other association of pessconsequent to the lack of supervision or cortkral

pshould have been exercised on him by a personredfen in subregulation (1), such body
association shall be liable to an administrativegtty of not less than one thousand and two hun

beuro (€1,200) and not more than five thousand d@000). Regulation 5(3) establishes

Napplication of this administrative penalty eitheraaone time penalty or on a daily cumulative baets
exceeding €50,000 in aggregate.

d

DNFBPs

Please specify whethe

the obligations apply tq
legal

all natural and
persons trading in al
goods where paymen

are made in cash in 4

amount of € 15000 o
over.

"In accordance with the definition of ‘relevant aitti (DNFBPs) in the 2008 Regulations, the followi
shall be considered to be subject persons: nabudalgal persons trading in goods whenever payn
| is made in cash in an amount equal to fifteen thondseuro (€15,000) or more whether the transad
sis carried out in a single operation or in sevegdrations which appear to be linked.

n
r

n
n

6. St

atistics

a. Please complete - to the extent possible - the filling tables:

Note: The following statistics do not include inveatigns triggered by STRs which resulted

in pr

osecutions for offences other than money ladnd or terrorist financing offences.

2005
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Investigations Prosecutions Co?f;/r:;tll)ons Proceeds frozen Proceeds seized | Proceeds confiscated
amount amount amount
cases| persons | cases| persons | cases| persons | cases (in EUR) cases (in EUR) cases (in EUR)
ML 27 44 3 3 - - 2 - 2 - - -
FT
2006
Investigations Prosecutions Co?f;/r:;tll)ons Proceeds frozen Proceeds seized | Proceeds confiscated
amount amount amount
cases| persons | cases| persons | cases| persons | cases (in EUR) cases (in EUR) cases (in EUR)
ML 38 51 4 9 - - 12 279,525 12 279,525 - -
FT
2007
Investigations Prosecutions Co?f;/r:;tll)ons Proceeds frozen Proceeds seized | Proceeds confiscated
amount amount amount
cases| persons | cases| persons | cases| persons | cases (in EUR) cases (in EUR) cases (in EUR)
ML 32 43 6 9 1 1 8 759,942 8 759,94 1 -
FT 1 2
2008
Investigations Prosecutions Co?f;/r:;tll)ons Proceeds frozen Proceeds seized | Proceeds confiscated
amount amount amount
cases| persons | cases| persons | cases| persons | cases (in EUR) cases (in EUR) cases (in EUR)
ML 42 54 2 3 2 2 5 985,816 5 318,716 - -
FT 1 2
b. STR/ICTR

Explanatory note:

The statistics under this section should providearview of the work of the FIU

The list of entities under the headingndnitoring entitie$ is not intended to be exhaustive. If

your jurisdiction covers more types of monitoringties than are listed (e.g. dealers in real
estate, supervisory authorities etc.), please adtdr rows to these tables. If some listed estitie
are not covered as monitoring entities, pleaseiatfioate this in the table.
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The information requested under the headihgdicial proceedingsrefers to those cases which
were initiated due to information from the FIU.idtnot supposed to cover judicial cases where
the FIU only contributed to cases which have bemretated by other bodies, e.g. the police.
“Cases openédefers only to those cases where an FIU does riane simply register a report
or undertakes only an IT-based analysis. As thasdgification is nhot common in all countries,
please clarify how the term “cases open” is undexbtn your jurisdiction (if this system is not
used in your jurisdiction, please adapt the tabhgour country specific system).

2005
Statistical Information on reports received by theFIU Judicial proceedings
notifications
reports about cases
A to law A -
suspicious opened indictments convictions
) enforcement/
reports about | transactions | by FIU [0SECULOrS
Monitoring transactions P
entities, e.g. above ML FT ML FT
(%] (%] (2] (2]
threshold | vy | pr M [rr|me [ FT | 8 ) g Bl g Ef ] 8
gl elg 2|l&| 2l c| @2
(&) (O] (&) (O] (&) (] o (]
o o o o
Commercial banks 39 i
Credit Institutions
Insurance companies 10 -
Notaries - -
Currency exchange
. . o 18 -
Financial Institutions
Broker companies
securities' registrars - -
Investment firms 62 28 61 71 - | | | | -
Lawyers - -
Accountants/auditors 1 -
Company service providers - -
Nominees and Trustees 1 -
Casinos - -
Regulatory Authorities 6 -
Total 75 -
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2006

Statistical Information on reports received by theFIU

Judicial proceedings

notifications
reports about | cases
A to law A -
suspicious opened indictments convictions
) enforcement/
reports about | transactions | by FIU rosecutors
Monitoring transactions P
entities, e.g. above ML FT ML FT
(2] 0 (2] (2]
threshold | vy | pr Ime|rTime | P [ 8 B8 2]l g) Ef g 8
gl 2]l & 2|l@| 2| 8| 2
(&) () (&) () o () o ()
o o o o
Commercial banks 43 i
Credit Institutions
Insurance companies 2 -
Notaries - -
Currency exchange
. . o 13 -
Financial Institutions
Broker companies
Securities' registrars - -
Investment firms 72 24 1) 13 - - - - -
Real estate agents -
Accountants/auditors -
Company service providers - -
Nominees and Trustees 5 -
Casinos - -
Regulatory Authorities 12 -
Total 78 -
2007
Statistical Information on reports received by theFIU Judicial proceedings
notifications
reports about | cases
e to law — _
suspicious opened indictments convictions
) enforcement/
reports about | transactions | by FIU [0SECULOrS
Monitoring transactions P
entities, e.qg. above ML FT ML FT
1) 1) (2} (2}
threshold vy 1 pr (Mo |PT| Mo | FT | 8 Ef g €l 8| &) g &
g 213 2]lc 2| 8| 2
(8] (O] (8] (] (8] (] o (]
o o o o
Commercial banks
. o 52 3 24 3 2 2 - - 1 1 -
Credit Institutions 38 1
Insurance companies - -
Notaries 3 3
Currency exchange
. . o 9 2
Financial Institutions

25




Broker companies
securities' registrars 4 -
Investment firms
Lawyers 1 -
Accountants/auditors 4 -
Company service providers - -
Nominees and Trustees 2 -
Casinos - -
Regulatory Authorities 2 -
Total 60 3
2008
Statistical Information on reports received by theFIU Judicial proceedings
notifications
reports about cases
i to law — -
suspicious opened indictments convictions
) enforcement/
reports about | transactions | by FIU [0SECULOrS
Monitoring transactions P
entities, e.qg. above ML FT ML FT
threshold vy | pr Ime e me | FT |8 ) g g Ef g &
gl 2lg elsg| 2| 5| 2
o () o () o () (&) (]
o o o o
Commercial banks 39 1
Insurance companies - -
Notaries - -
Currency exchange 13 -
Broker companies - 3
L 5 _
Securities' registrars 56 | 1 40 i of ol | ool o
Lawyers 1 -
Accountants/auditors - 3
Company service providers - -
Nominees & Trustees -
Casinos (Betting Companies) -
Total 59 1
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APPENDIX | - Recommended Action Plan to Improve theAML / CFT System

FATF 40+9 Recommendations

Recommended Action (listed in order of priority)

1. General

2. Legal System and Related
Institutional Measures

Criminalisation of
Laundering (R.1 and 2)

Money

More emphasis should be placed on securing
convictions on money laundering.

A greater willingness to draw inferences frc
objective facts and circumstances appe

inal

m
pals

necessary to secure money laundering convictions

(effectiveness issue).
The evaluators advise to set out in legislation
guidance that knowledge (the intentional elemg
can be inferred from objective factu
circumstances.

More priority should be considered to t
investigation and prosecution of money launde
based on foreign predicates given the level
domestic profit generating offences.

To provide for the confiscation of assets of a le
entity at least where it is shown to have benef
from money laundering.

or
2Nnt)
al

he
ing
of

ga
ted

Criminalisation of Terroris

Financing (SR.II)

Clarify that
contributions used for any purpose ((including
legitimate activity),by a terrorist group.
Clarify if provision or collection of funds can I
done directly and indirectly.
Assess the effectiveness of the recently (June)2
introduced terrorist financing offences.

Article 328 B offences cove

8
a

e

005

Confiscation, freezing and seizir
of proceeds of crime (R.3)

19

Practice on third party confiscation should
developed.

Consider prolongation of the 30 days attachm
order to deal with a translational dimension wh
e.g. the suspect is within Malta, particularly
money laundering offences dealing with fore
predicates.

More statistics on provisional
confiscation is needed.

measures

be

ent
ere
or

agn

and

Freezing of funds used for terror
financing (SR.1II)

St

Clarify that domestic action in relation to Europe
Union internals and on behalf of other jurisdicid
have been taken.

Guidance and communication mechanisms with
non-financial sector and DNBF need to
developed.

a
n

the
be

Development of a clear and publicly knov
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procedure for de-listing and unfreezing is needed.
The Financial Intelligence Unit
and its functions (R.26, 30 and 32)
Law enforcement, prosecution and More emphasis should be placed on Palice
other competent authorities (R.27, generated money laundering cases by proactive
28, 30 and 32) financial investigation in major proceeds-

generating cases.

More officers should be trained in modern finangial

investigation.

Focused money laundering training should | be
provided.
An increase in the resources of the Money
Laundering Unit should be a priority.
More trained financial investigators are required
either in the Money Laundering Investigation Unit
or separately for major enquiries.
Special training or educational programmes
provided for judges and courts concerning money
laundering and terrorist financing offences shquld
be provided.
Statistics be kept about the number of special
investigative techniques used in money laundering
investigations.

3. Preventive Measures-

Financial Institutions

Risk of money laundering aqr

financing of terrorism

Financial institution secrecy or

confidentiality (R.4)

Customer due diligence, including The requirements under Regulation 7 (5) (b) make

enhanced or reduced measures reference to the identification of the *“trust

(R.5, R.7)

beneficiaries or of his principal, as the case may

S

be”. Clarification is needed to ensure that
identification of both settlor and beneficiary
required.

For life and other investment linked insurance,
beneficiary under the policy should be verified.
Specific requirement should be provided in
Regulations for financial institutions to obta

the

the
in

information on the purpose and intended nature of

the business relationship.
The Maltese authorities should introdu

ce

requirement in the Regulations for ongoing scruf

28
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of transactions or requirement to ensure the C
process is kept up to date.

Enhanced due diligence for higher risk custom
business relationships or transactions should
introduced. Non-face to face customers are alre
covered by the regulation.

It is recommended that Malta implemer
legislation to deal with cross-border correspong
banking relationships.

DD-

ers,
be
2ady

nts
ent

Politically exposed persons(R.6)

The Maltese AML/CFT system should introdu

ce

enforceable measures concerning the establishment

of business relationships with politically expos
persons (PEPSs).

ed

New technologies and non-face
face business(R.8)

to

Third parties and introducers (R.

0)

Record keeping and wire transfer

rules (R.10 and SR.VII)

The general identification limit of MTL 500
(EURO 11650) applies to occasional w
transfers. Maltese authorities should introduce
Law or Regulation a limit which is in line with th
Interpretive Note to SR VII.

“Full” originator information (nhame, address a
account number)should be required to accomgp
cross-border wire transfers.

Malta should take measures to ensure that fina
institutions conduct enhanced scrutiny of &
monitor for suspicious activity funds transfe

which do not contain complete originator

information.
Guidance on batching should be issued.

nd
any

ncial
ind
'S

Monitoring of transactions an
relationships (R.11 and 21)

There should be a specific requirement to set f
the findings of financial institutions on comple
large and unusual patterns of transactions, that
no apparent or visible economic or lawful purpg
in writing and to keep these findings availabledb
last 5 years.

There should be a specific requirement on
financial institutions to examine the backgrod
and purpose of transactions (with persons fron
in countries which do not or insufficiently app

orth
X,
ha
se,
)

the
nd
N or

ly

FATF Recommendations) which have no apparent

economic or visible lawful purpose, and set
their findings in writing and to make them avaika
for the competent authorities.

put
D

Suspicious transaction reports
and other reporting (R.13 and 1
19, 25 and SR.IV and SR.IX)

4!

The AML law or Regulation should clearly provi
for attempted suspicious transactions to
reported.

le
be

The reporting obligation should also cov

er
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financing of terrorism.

The issue to empower the customs to stop

the

person and restrain currency etc. until the Pglice

arrive should be addressed.

To consider whether the Central Bank gateway| for

the FIU to Customs data is adequate in practice

Internal  controls,
audit and foreign branches (R.
and 22)

compliance,

Malta should implement an explicit obligation

to

require financial institutions to ensure that their

foreign branches and subsidiaries

observe

AML/CFT measures consistent with the Maltese

requirements and FATF recommendations.
should add provisions to clarify that particu

It
ar

attention has to be paid to branches and subsdiari

in countries which do not or insufficiently apphet
FATF recommendations and that the hig
standard has to be applied in the event that
AML/CFT requirements of the home and h
country differ.

her
the
DSt

The supervisory and oversig
system — competent authorities 4

ht
nd

SROs Roles, functions, duties and

powers (including sanctions)
(R.17, 23, 29 and 30)

Sanctioning powers should be introduced for fail
to report financing of terrorism transactions.

ing

A general power across the financial sector to
supervise reporting of unusual business operations

involving funds which may be linked or related
terrorism and financing of terrorism should
enacted.

to
be

Shell banks (R.18)

Malta should implement provisions with regard t
prohibition on financial institutions to enter

continue correspondent banking with shell banks.

Financial institutions should be obliged to sati
themselves that a respondent financial institutio

D a
or

sfy
n

a foreign country is not permitting its accounts to

be used by shell banks.

Financial institutions — market

entry and ownership/control (R.238)

Ongoing supervision and Regulatory and supervisory measures on CFT need

monitoring (R23, 29) to be provided.

AML/CFT Guidelines (R.25) Sector specific guidance CFT needs to be provided.
The provision of feedback should be fully in line
with the FATF Best Practice Guidelines pn
providing feedback.

Money or value transfer services See the changes recommended under R5 angd SR

(SR.VI) VILI.

4. Preventive Measures A

Designated Non-Financial
Businesses and Professions
Customer due d The changes recommended for Recommendation 5,

diligence an
record-keeping (R.12)

6 and 11 for financial institutions should be apgl
also to DNFBP.
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All persons providing company services need tq be
covered by Maltese legislation.
Monitoring of transactions and Trust Service Providers not being a nominee
relationships (R.12 and 16) company or licensed need to be covered.
(R.13) Requirements under Recommendation 13 shpuld
apply to DNFBP, subject to the qualifications |in
Recommendation 16.
Regulation, supervision  arnd Sanctioning powers should be introduced also| for
monitoring (R.17, 24-25) DNFBP for failing to report financing of terrorism
transactions.
It is recommended that more resources are needed
for monitoring and ensuring compliance py
DNFBPs other than casinos..
Sector specific guidance needs to be provided
Other designated non-financial The examiners recommend that consideration needs
businesses and professions (R.20) also to be given to extending coverage to those
DNFBP that are at risk of being misused for
terrorist financing as well as money laundering.
Equally the DNFBP coverage should be kept under
review to ensure that all non-financial businegses
and professions that are at any given time ataisk
being used for ML are regularly being considered
for coverage in the PMLR.
3. Legal Persons and
Arrangements and
Non-profit Organisations
Legal Persons—Access to
beneficial ownership and contrpl
information (R.33)
Legal Arrangements—Access o
beneficial ownership and contrpl
information (R.34)
Non-profit organisations (SR.VIII
6. National and International
Co-operation
National Co-operation and
Co-ordination (R.31)
The Conventions and UN Specijal Confiscation third party provisions need developing
Resolutions (R.35 and SR.I) and there are reservations in respect of the thirty
day attachment orders in enquiries with| a
transnational dimension.
The broad preventative measures set out in| the
Palermo Convention are generally covered [but
greater specificity on the concept of beneficial
owner would improve compliance with A.7 of that

Convention.
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The evaluators look forward to the early lifting
Maltese reservations to the Strasbourg Conver
which are being reviewed for withdrawal.

of
tion

A clear and publicly known procedure for de-listing

and unfreezing needs to be developed.
Preventive obligations under A.18 TF Convent
need fully implementation (e.g. the implementat
of SR.VIl in the context of international wif
transfers).

Mutual Legal Assistance (R.3
36-38, SR.V)

N

Extradition (R.32, 37 and 3¢
and SR.V)

Other forms of co-operation

(R.40 and SR.V)
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APPENDIX II

Article 3 (6) of EU AML/CFT Directive 2005/60/EC @ Directive):

(6) "beneficial owner" means the natural persom{®) ultimately owns or controls the customer
and/or the natural person on whose behalf a tréinsaor activity is being conducted. The
beneficial owner shall at least include:

(a) in the case of corporate entities:

(i) the natural person(s) who ultimately owns ontcols a legal entity through direct or indirect
ownership or control over a sufficient percentajthe shares or voting rights in that legal entity,
including through bearer share holdings, other thaompany listed on a regulated market that is
subject to disclosure requirements consistent @dmmunity legislation or subject to equivalent
international standards; a percentage of 25 % @hesshare shall be deemed sufficient to meet
this criterion;

(i) the natural person(s) who otherwise exercg®drol over the management of a legal entity:

(b) in the case of legal entities, such as foundatiand legal arrangements, such as trusts, which
administer and distribute funds:

(i) where the future beneficiaries have alreadynbéetermined, the natural person(s) who is the
beneficiary of 25 % or more of the property of gdkearrangement or entity;

(i) where the individuals that benefit from thegét arrangement or entity have yet to be
determined, the class of persons in whose maineisit¢he legal arrangement or entity is set up or
operates;

(i) the natural person(s) who exercises contretro25 % or more of the property of a legal
arrangement or entity;

Article 3 (8) of the EU AML/CFT Directive 2005/60EC (3 Directive):

(8) "politically exposed persons” means naturakpes who are or have been entrusted with
prominent public functions and immediate family niews, or persons known to be close
associates, of such persons;

Article 2 of Commission Directive 2006/70/EC (Implmentation Directive):

Article 2
Politically exposed persons

1. For the purposes of Article 3(8) of DirectiveOBI60/EC, "natural persons who are or have
been entrusted with prominent public functions'lishalude the following:

(a) heads of State, heads of government, miniatetgleputy or assistant ministers;

(b) members of parliaments;

(c) members of supreme courts, of constitutionalrtsoor of other high-level judicial bodies
whose decisions are not subject to further apgeakpt in exceptional circumstances;

(d) members of courts of auditors or of the boafdsentral banks;

(e) ambassadors, chargés d'affaires and high-rgquaktiicers in the armed forces;

(f) members of the administrative, management pesusory bodies of State-owned enterprises.
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None of the categories set out in points (a) tof{flhe first subparagraph shall be understood as
covering middle ranking or more junior officials.
The categories set out in points (a) to (e) offils¢ subparagraph shall, where applicable, include
positions at Community and international level.

2. For the purposes of Article 3(8) of Directive0B060/EC, "immediate family members" shall
include the following:

(a) the spouse;

(b) any partner considered by national law as edent to the spouse;

(c) the children and their spouses or partners;

(d) the parents.

3. For the purposes of Article 3(8) of Directive 0B060/EC, "persons known to be close

associates" shall include the following:

(a) any natural person who is known to have joendiicial ownership of legal entities or legal

arrangements, or any other close business relatotisa person referred to in paragraph 1;

(b) any natural person who has sole beneficial ogimp of a legal entity or legal arrangement
which is known to have been set up for the bemefitacto of the person referred to in paragraph
1.

4. Without prejudice to the application, on a r&gasitive basis, of enhanced customer due
diligence measures, where a person has ceasedetotisted with a prominent public function
within the meaning of paragraph 1 of this Artiate & period of at least one year, institutions and
persons referred to in Article 2(1) of Directive0B060/EC shall not be obliged to consider such a
person as politically exposed.
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