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

Since the adoption of the assessment report MNEYVAL 27" plenary meeting, on 9 July
2008, significant developments have taken placksri@el in connection with the prevention of
money laundering and the fight against terrorisaficing (AML/CFT).

The regime in Israel for combating money laundeang terrorist financing is constantly being
examined, reviewed and updated, in order to proaigavers to new problems and to the growing
sophistication of criminals.

The implementation of MONEYVAL's recommendationsAML/CFT matters has also initiated
extensive legislative modifications.

During 2007-2009, additional measures were takenotombat money laundering and terrorist
financing and important accomplishments have beaireged. In particular, the following should
be noted:

A. Legal
e On 12 July 2009 the draft bill for the Prohibitioof Money Laundering Law

(Amendment No. 7 published on 11 July 2007 andgessed the first reading in the
Knesset) was brought again before the Ministeriam@ittee for Legislation and Law
Enforcement for their approval of continuity of thegislation process. After the recent
approval of that Committee, the Bill was broughaiagoefore the Knesset Plenary, which
also approved the continuity of the legislation gess. Once the continuity has been
approved by the Knesset, the Bill was sent to tlensGtution, Law and Justice
Committee of the Knesset, in order to go througiosd and third readings, as part of the
formal legislation process. The bill needed to wgdehis additional procedure due to the
election of a new Knesset after the elections {8t Knesset).During the past year, the
Ministry of Justice examined along with other relat authorities, the MONEYVAL 's
recommendations, and on 12 August 2009 the Minisfejustice submitted to the
approval of the Constitution, Law and Justice Cotteuniof the Knesset an amendment to
the International Legal Assistance Law 1998 thatuides additional predicate offences
to this law. This amendment will enable the enforeat of foreign forfeiture orders in
Israel according to requests of another state om lwaend, and the enforcement of
forfeiture orders according to requests on behfathe state of Israel on the other hand.
This amendment will improve the international caapien in respect of effectiveness in
providing mutual legal assistance by foreign caestrelated to freezing, seizure and
confiscation of instruments and proceeds of crimgccordance with Recommendation
38.

+ Furthermorepn 31 August 2009 the Minister of Justice signeal dhder that includes
piracy and environmental crimes as predicate oésndhe order awaits for approval in
the Knesset Committee - The Constitution, Law arsfide Committee.

« In addition, on 24 September 2009 a draft billthee Prohibition of Money Laundering
Law (Amendment No. 8) was published. The draft bicludes the following
amendments:

(@) The threshold under Article 4 was reduced to appmately $10,000, the
differentiation of assets was removed and the fulithlindness" exemption was
removed.

(b) Including all negotiable instruments for cross-kmrdeclaration.

(c) Removing section 10(b) to the Prohibition of FinagcTerror Law (hereinafter —
the PTFL) and replace it with a provision whichriflas that the obligation to



report to the IP does not substitute the obligatmneport to the Israeli Money
Laundering and Financing Terror Prohibition Autltyiihereinafter — IMPA) in
accordance with section 7 to the PMLL.

- A draft amendment concerning the application of ARIET obligations on DNFBP's has
been formulated in the ministry of justice and v# brought soon before the attorney
general for consideration.

- A Governmental Bill on confiscation is being drafte The Ministry of Justice
established a working group and appointed an outsay professional skilled lawyer
(Adv. Dror Shtrum) to formulate a governmental ldh confiscation (inspired by the
principles of the UK's Proceeds of Crime Act 200didonally to civil recovery
provisions). An initial draft bill was recently plished among relevant authorities for
their reply, and extensive discussions in this enate being held.

B. Financial

* During 2009 an AML/CFT Regulators Forum was essildd. The Forum constitutes
representatives of the supervisors, IMPA, and asled, of the Israeli Police (hereinafter
— the IP) and of the prosecution authorities. Titet fneeting took place on 20 January
2009and the second meeting on 26 July 2009. The Forasgtings intend to ensure that
AML/CFT issues are consistently implemented acthesvhole financial sector.

e The AML/CFT orders concerning banking corporatiop®rtfolio managers, stock
exchange members, insurers and insurance agemgidgmt funds and companies
managing a provident fund, providers of currenayises and the postal bank, are being
amended to cover MONEYVAL 's recommendations (maféér — the amended ordérs)
During July 2009, the amended postal bank order wigeed by the Minister of
Communication and is scheduled to be approved énnaxt month in the Knesset
Committee - The Constitution, Law and Justice Cotteei The amended portfolio
managers' order and the stock exchange members areldully drafted and will be
submitted soon for consultation to the MinisterJofstice and the Minister of Public
Security. The amended orders for banking corpanatiinsurers and insurance agents,
provident funds and companies managing a proviflemd and providers of currency
services are drafted and are currently being deszliamong relevant authorities.

e Supervisors continue conducting inspections andtsas committees to ensure full
compliance of financial institutions with the AMLKT regime.

C. Law enforcement

» The Israeli enforcement and prosecution authoriteage further enhanced their proactive
approach, achieving outstanding progress in thesiiyation and prosecution of money
laundering and terrorist financing offences.

* Israeli law enforcement authorities seized and isoafed substantial amounts in
suspected criminal assets and property connectdd maney laundering and terrorist
financing offenses.

* IMPA and the Israeli Tax Authority (the Customs)operated in law enforcement
operations concerning cross border transactions.

* In 2008, Israel finished implementing all but onandate of Cabinet Decision 4618,
passed on 1 January 2006. Yet to be establishea iacademy for interdisciplinary
enforcement studies; however, an interagency “fusienter” and the interagency task
forces for pursuing financial crimes are now fudlyerational, as specified herein force:

! The amended orders are subject to the approvédeo€onstitution, Law and Justice Committee of the
Knesset.



The task forces Each task force is an investigative unit, operptgainst a defined
crime organizations or a defined criminal phenonmerb was determined, that 6 task
forces will be established, combining representatiof the Israeli police, tax authority
and the prosecution aided by IMPA. So far, 5 Taskds have been established and are
fully operational.

In order to determine the functions, work process astablishing of the task force, the
tax authority, IP and IMPA set "work conduct- tdskce" procedures.

The task force functions include, inter alia, magpand evidence collection regarding
criminal organizations' structure and membershipdenlying criminal activity, illicit
assets, as well as money laundering mechanismk. Hase operations are directed at
forfeiting the economic infrastructure of the cnival organization and prosecuting
leading members- utilizing predicate and fiscalges, the money laundering prohibition
law, the anti-organized crime law. Where task ferfiad financial institutions to be in
breach of their obligations under the PMLL and ARET, the information is passed on
to the relevant regulators for administrative ecéonent action.

The “fusion center”: The fusion center is staffed by 4 police office8sTax Authority
agents and 2 researchers from IMPA; each worké#rdrfusion center has on-site access
to his parent agencies databases. The Israel S8esusind Exchange Authority also
maintain databases in the fusion center and, adede@nd no less than once a week),
participates in fusion center activity.

The mission of the fusion center is to generatentegrated analytical product regarding
criminal enterprises, by means of cross-referencimgl assimilating all pertinent
information maintained by the participant agenciesiploying the variant expertise
offered by each agency.

The fusion center operates in accordance with mamaek-plan, and each product is
reviewed and approved for dissemination.

During the last year IMPA has revised its prionfggarding the financial institutions'
reports, channeling its resources into two mairiggoeaproving and ensuring the quality
of the Unusual Activity Reports (hereinafter — UARsported by the large scale sectors
on one hand, and increasing the quantity of UAR®nted by the other sectors, on the
other hand. In these respects, IMPA has takenfgignt measures in order to improve
level of reporting, the quality of UARSs, the effieeiness in relation to the timeliness of
the reporting system and awareness-raising. Failpare several of these measures:

1. Correspondence regarding the quality of the fiancial institutions reports to
IMPA : In order to improve the quality of reports to IKPletters were sent to inform
financial institutions, of flaws, shortage, andatlelements reflected from their reports,
which influence the quality of IMPA's database. daertain cases the letter includes
IMPA's recommendation to the supervisor to consfdgher action such as inspections
and sanction committees.

2. Training events and feedback meetings among theeporting institutions:

Advanced studieg;onferences, training session and feedback meetimgssome of the
tools used to educate and increase the awarenasspact of AML/CFT, among the
financial institutions and the supervisors. Thergseare mostly initiated by IMPA and



are corporately conducted with the supervisor. INP&mMployees experience shows that
these meetings, which are based on personal wiatioreships, are efficient.

3. Additional training activity: Additional training activity conducted by IMPA
corporately with the supervisors, consist of editiand dissemination of AML/CFT
guidance and information booklets. During the y2a®9, two booklets were issued in
cooperation with the ministry of finance - for thil®ney Services Businesses (hereinafter
— MSBs) sector and for the Insurance companieslagutance agents (the booklet for
insurance agencies was published on 26 August 20@Pthe booklet for MSBs will be
published on September 2009). Moreover, accoraniiPA's 2009 annual work-plan,
two additional booklets are planned - The first, ke Members of the stoakxchange
and Portfolio managers; the second for the Bankimigporations and the postal bank.
Each booklet is adjusted to the unique elemerit@féporting sector and its skills.

In addition, IMPA also publishes AML/CFT guidelinesews, legal information,
typologies and other relevant information on itdgite. In addition, IMPA publishes on
its website a triennial newsletter regarding AMLACHssues. The newsletter is
distributed by email to law enforcement authoritiesthe supervisors and to compliance
officers of financial institutions.

4. Improving the timeliness of reports received ah their input: IMPA instructed the
financial institutions regarding the timetable bétreports (CTR — Once a week/month,
UAR — Immediate). In-house, IMPA operates an outsiaog Input-Center, which is in
charge of entering data and incoming reports iMBA's data base, according to a strict
service level agreement (SLA). Defining a strietlistic and short timetable of reporting
obligations and entrance of the data into the Fdla®w base ensure the effectiveness of
the entire operation. Within this framework, IMPAsgrved an improvement in the
timeliness of reports during the past 18 month.

5. Improving the quality of the UAR project: This project comes to serve both the
need that derives from IMPA to measure the qualftthe UARs and defines ways of
action to improve their quality, and the need tiatives from financial institutions, to

receive a feedback on their UARS, subjected tdithigations by law.

We assume that preliminary products of this projeitbe available by the end of the

year 20009.

6. Additional projects relating to the effectivenas of the timeliness, planned to be

implement according to IMPA's 2009 annual work-plan

(a) Computerization of customs reports.

(b) Receiving on line reports using a governmesgdlof encrypted vaults.

(c) Examination of an automatic solution replaaingnual actions regarding transferring
files between networks.



2.

Please

indicate

Key recommendations

improvements which have been maderegpect of the FATF Key

Recommendations (Recommendations 1, 5, 10, 13;i@pgeecommendations Il and 1V) and the
Recommended Action Plan (Appendix 1).

Recommendation 1 (Money Laundering offence)

Rating: Largely compliant

Recommendation Amend list of predicate offences to include piracgl environmental crimes
of the and remove threshold approach in section 4.

MONEYVAL

Report

Measures taken
to implement the
Recommendation
of the Report

On 31 August 2009 the Minister of Justice signkd trder that include
piracy and environmental crimes as predicate offendhe order awaits fq
approval in the Knesset Committee - The Constitutibaw and Justics
Committee.
In addition, on 24 September 2009 a draft bill fioee Prohibition of Money
Laundering Law (Amendment No. 8) was publishedtHa amendment th
threshold under Article 4 was reduced to approxéyat$10,000 and th
differentiation of assets was removed.

S
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[4)

D

Recommendatiorn
of the
MONEYVAL
Report

Review the need for the misapplication of the cphoé “willful blindness”
within Section 4 PMLL and its impact on effectivame

Measures taken
to implement the
Recommendatiorn
of the Report

On 24 September 2009 a draft bill for the Prohobitof Money Laundering
Law (Amendment No. 8) was published. In the amendntbe "willful
blindness" exemption under Article 4 was removed.

(Other) changes
since the last
evaluation

Recommendation 5 (Customer due diligence)
I. Regarding financial institutions

Rating: Partially compliant

Recommendatiorn
of the
MONEYVAL
Report

Ensure requirements on numbered accounts are coumréaw or regulation.

Measures taken
to implement the
Recommendation
of the Report

The CDD requirement in respect of numbered accasmisesently covered by
Directive 411. The Bank of Israel (hereinafter — IB@cluded the above
mentioned requirement in the amended Banking Order.
N\A in regard to other financial institutions.

172

Recommendation Amend legislation to include investment relatediiasce activities for CDO
of the purposes.

MONEYVAL

Report

Measures taken
to implement the
Recommendatiorn

According to Israeli legislatidninsurance businesses are subject to a license

from the Commissioner of Insurance and the Capatket. This license

2 The Supervision of Insurance Businesses Law; Thgeision of Insurance Businesses (insurance

branches) Notice,

1985.



of the Report specifies the insurance branches that are perr@ssibengage with, and
investment related insurance is not included is tldense according to the
legislation.
Recommendation Provide obligation for the Postal Bank to take CDbeasures below the
of the applicable thresholds.
MONEYVAL
Report
Measures taken | The amended Postal Bank order includes similasttoiels as in articles 2(f)-
to implement the| (g) to the banking order, as follows:
Recommendatior « The Postal Bank shall not carry out a transactibithvrequires a CTR
OISIREpart (the threshold for CTR amended as in the bankidgrrand which is
not recorded in an account in which the party pemfiog the
transaction is recorded as an account holder droaaéed signatory
without recording the identification particularstbk party performing
the transaction.

* The Postal Bank shall not carry out a transactidnclv does no
require a CTR and which is not recorded in an agtau which the
party performing the transaction is recorded asaeoount holder
authorized signatory, without identifying the panperforming the
transaction and recording his identification patacs. For this
subsection, "transaction” means a transaction sh gavolving 10,000
NIS or more, or another transaction involving 79,00S or more.

Recommendation Amend Orders to bring the threshold concerning tessi and Insurance
of the Agents for identification in line with the Methodgy.
MONEYVAL
Report
Measures taken | The amended Insurance order and Provident Fundsr dalvered the
to implement the| jdentification threshold from 20,000 NIS to 5,0005Nand therefore is in ling
Recommendation ith the Methodology.
of the Report
Recommendation Amend Orders to specify the lower limit of USD 0,66r CDD measures in
of the occasional wire transfers.
MONEYVAL
Report
Measures taken A limit of 5,000 NIS (less than 1,000€) for CDD mseees in occasional wire
to implement the transfer was included in the amended orders fockSExchange Member,
Recommendation |hsyrance and Provident Funds and MSBs.
of the Report In the amended order to banking corporations CDRsuees will be carried
for all wire transfers (as for now, it is includidthe Directive 411).
In the amended order to the Postal Bank a highmeit hvas included (for
reported transaction — the CTR thresholds; for ponted transactions - 10,000
NIS in cash transactions or 75,000 NIS in othenda&tions).
Portfolio Managers do not conduct wire transfersl dhey do not have
occasional costumers.
Recommendation Require by law or regulation financial institutiorie pursue due diligence
of the where it has doubts regarding the veracity or adexyuof previously obtained
MONEYVAL customer identification data.
Report
Measures taken | The amended orders include an obligation to pu@&DBE measures where the
to implement the| financial institution has doubts regarding the weéya or adequacy of
Recommendation previously obtained customer identification data.
of the Report




Recommendatiorn
of the
MONEYVAL
Report

Amend the Insurer and Insurance Agent Order andvidemt Fund Order tg
bring the thresholds in line with the FATF limits #erification.

Measures taken
to implement the
Recommendation
of the Report

The amended orders for Insurance and Provident Fuioevered the
verification threshold from 20,000 NIS to 5,000 NA8d therefore is in lin
with the Methodology.

D

Recommendatiorn
of the
MONEYVAL
Report

Require by law or regulation the obligatory veréton of beneficial owners gr
holders of controlling interests.

Measures taken
to implement the
Recommendatiorn
of the Report

The amended orders include the obligation to ta#@sonable measures
verify the identity of the beneficial owner usinglevant information or dat
obtained from a reliable source that the finantiatitution is satisfied that i
knows who the beneficial owner is. In addition, @ding to the amende
Banking order a bank corporation is authorized eafy the identity of the
beneficial order with the population registrar.

o D

Recommendation
of the
MONEYVAL
Report

Fully reflect in practice both identification andenfication in higher risk
situations.

Measures taken
to implement the
Recommendatiorn
of the Report

The amended orders include an obligation to takdd @leasures in highe
AML/CFT risk situations. For example, the amendeadeo to the Stock
Exchange Members added the following article:
"The stock exchange member shall determine a potmyls and risk
management with regard to the prohibition of mofeyndering and terror,
financing, for the application of the obligationcarding to the order
including with regard to following issues:
(a) Know your costumer procedure;
(b) Tracing money laundering and terror financing thiea
deriving, inter alia, from new technologies, paudiarly those
that enables non face to face transactions;"
The amended Banking Order includes a specific reqént to conduc
Enhanced Due Diligence when dealing with high dagktomers. As for now it
is included in Directive 411
In addition the amended postal bank order spedifiasthe postal bank should
take CDD measures, inter alia, if the clients' bess was denied by another
bank corporation for reasons relating to anti-momeyndering and terrar
financing.

=

—F

Recommendatiorn
of the
MONEYVAL
Report

Provide explicit obligation for financial institns to obtain information on
the purpose and intended nature of the busineasi@akhip.

Measures taken
to implement the
Recommendation
of the Report

The amended orders include the obligation to tak® @Gneasures concernirjg
the intended nature of the business relationshimng other things, and the
obligation to obtain this information. For examplee amended order to the
Stock Exchange Members states as follows:

"A stock exchange member shall not open an acceutitput identifying th
person who wants to be a client and without cagyinit a procedure of kno
your costumer; for this purpose, ‘a procedure obknour costumer’ means
ascertaining the source of the money that is suggbde be deposited in the
account, his occupation, his public status, thewinstances of opening the

9



account and the planned activity therein and ameptetail that is required ir
order to understand the nature of the transactiohthe owner of the accou
through the stock exchange member; with regard toreign resident — als
his connection to Israel, and with regard to some@rmho owns a business
also becoming acquainted with his business, theraatf his customers ari
suppliers and his financial activity; the stock eange member shall mal
records of these details;"

Recommendatiorn
of the
MONEYVAL
Report

Provide in law or regulation the requirements tcere ongoing due diligeng
for financial institutions other than banking comations. For banking
corporations this is now covered in ‘other enforoslameans’. It should b
covered in law or regulation.

e

Measures taken
to implement the
Recommendatiorn
of the Report

Ongoing due diligence obligation was included ie #mended orders. See the

relevant articles in the amended Stock Exchange ibéesnOrder:
Article 2(b):

"The stock exchange member shall carry out a dligedice procedure witl
regard to the information obtained in the know yoostumer procedure tha

was taken with the establishment of the busindatiamship, and will update

his records; If the stock exchange member has doabbut the veracity o
adequacy of previously obtained customer identifice data, he will
undertake a procedure of know your costumer again.”

Article 11:

"The stock exchange member shall carry out an aemgononitoring of the
transactions of the account owner, including tHfaing:

(a) ensure that the transactions are consistent with tharacter of the
account in accordance with his acquaintance withahent;

(b) monitoring the transactions and the connectionghaf account owne
against the _list of countries and territoriespecified in the secon
appendix;

(c) monitoring the activity in the account of a poldily exposed person;"

In addition, see the amended Postal Bank order:

Article 2(b):

"the Postal Bank shall carry out an ongoing moriitigrof the transactions i

the account and ensure that the transactions aresistent with the characte

of the account in accordance with his acquaintamgéth the owner of the
account."

%4

=

—_ =

Recommendatiorn
of the
MONEYVAL
Report

Remove the exemption regarding registering an a&py rabbinical pleader o
accountant as a beneficiary of an accountant, a®gein the Banking Order.

Measures taken
to implement the
Recommendatiorn
of the Report

The issue of removing the above mentioned exemptias discussed arn
examined in the BOI that decided not to remove éxismption at this time
but will reconsider this issue after AML/CFTobligat will be imposed or
attorneys, accountants and other independent pegldssionals.

d

Recommendatiorn
of the
MONEYVAL
Report

Ensure that Recommendation 5 is effectively impiésdeby the Postal Ban
Insurance sector, Provident Funds and Money SeBicgnesses.

Measures taken
to implement the
Recommendation
of the Report

The supervisor of MSBs, the Postal Bank, Insuraseetor and Provider
Funds have conducted AML/CFT inspections in order review the
implementation of AML/CFT obligations, including okcommendation 5

—

especially in respect of identifying higher riskusitions in order to repof

—*

10



UAR's.

In addition, the Ministry of Finance and IMPA arsaconducting training to
the newly registered MSBs with regard to their AKBETobligations, and the
supervisor of the Postal Bank provides the necgdsaining regarding inter
alia, recommendation 5, as preparation for theiegjn of the amended
order.
Furthermore, IMPA in cooperation with the ministof finance issued
guidelines and instructions booklets to MSBs andnsurers and insurange
agencies concerning AML/CFT issues (the bookletrisurance agencies was
published on 26 August 2009, and the booklet foBEI®ill be published on
September 2009). Moreover, according to IMPA's 2808ual work-plan, twg
additional booklets are planned - The first, foe tMlembers of the stoc
exchange and Portfolio managers; the second foBaimiing corporations an
the postal bank. Each booklet is adjusted to thguenelement of the reporting
sector and its skills.
IMPA's employees constantly meet and lecture to fthancial institutions
about their AML/CFT obligations. Moreover, IMPA dighes AML/CFT
guidelines, news, legal information, typologies arider relevant informatio
on its website. In addition, IMPA publishes onwtsbsite a triennial newsletts
regarding AML/CFT issues. The newsletter is distidldl by email to law
enforcement authorities, to the supervisors anccdmpliance officers of
financial institutions.

o x

\—
=

(Other) changes
since the last

evaluation
Recommendation 5 (Customer due diligence)
|l. Regarding DNFBP®
Recommendation Implement CDD obligation for real estate agentsaldes in precious metal
of the and stones, trust and company service providersydas, notaries, othe
'I\?"GC;DEEYVA'— independent legal professionals and accountants.

= O

Measures taken
to implement the
Recommendation
of the Report

On 12 July 2009 the draft bill for the Prohibitioh Money Laundering Law
(Amendment No. 7 published on 11 July 2007 andpaased the first reading
in the Knesset) was brought again before the Minst Committee fof
Legislation and Law Enforcement for their approwdl continuity of the
legislation process. After the recent approvalhaft tCommittee, the Bill was
brought again before the Knesset Plenary, which apgproved the continuity
of the legislation process. Once the continuity baen approved by the
Knesset, the Bill was sent to the Constitution, Lavd Justice Committee
the Knesset, in order to go through second and tigiadings, as part of the
formal legislation process. The bill needed to wgdehis additional procedure
due to the election of a new Knesset after theieles (the 18th Knesset).
This bill was submitted by the Israeli Governmemd & is intendedinter alia,
to make the prohibition on money laundering regapglicable to the preciou
stones traders sector, according to internatioterddsirds and to place the
Israeli diamond industry in line with diamond cesta other countries around
the world which have implemented similar steps.

Furthermore, during the last two years a draft ypgl AML/CFT obligations
on DNFBPs, has been formulated in the ministryustice and will be brough
soon before the attorney general for consideration.

(7]

—

%i.e. part of Recommendation 12.
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(Other) changes
since the last

evaluation

Recommendation 6 (Politically Exposed Persons)

Rating: Partially compliant

Recommendatiorn
of the
MONEYVAL
Report

Extend by law, regulation or other enforceable neetre definition of a PEHR
beyond banking corporations

U

Measures taken
to implement the
Recommendation
of the Report

The amended orders include a definition of PEP.dxample, The definitior
in the amended Postal bank order:

"Foreign residents that are senior public functioear including their family
members, business associates or a corporation uthear control”

The term "control" is defined by way of a refertalsection 7(a)(1)(b) to th
PMLL.

The term "public functionaries" in the amended Bldsank order includes:
"Head of statepresident of the state, mayor, judge, a membehefstates
parliament, a member in the government and a seniditary or police
officer, or any other aforesaid functionaries eviemamed differently.”

The term "family member" is defined in the amen®edtal bank order as:
"Spouse, sibling, parent, grandparents, offsprimgl affspring of the spous
and the spouse of the aforementioned."

I

¢

D

Recommendatiorn
of the
MONEYVAL
Report

Amend PEPs requirements to include family membedsctose associates
PEPs.

Df

Measures taken
to implement the
Recommendation
of the Report

The amended orders include a definition of PEP itf@dtides family member
and business associates.

The definition of "family member" will include: spse, sibling, parent
grandparents, offspring and offspring of the sppws®l the spouse of th
aforementioned.

In addition, an amendment to Directive 411 is a@fiby the BOI to include
wider definition of PEP that includes family membemnd close associates
PEPs.

[

e

of

Recommendatiorn
of the
MONEYVAL
Report

Provide by law or regulation or other enforceableeans full seniof
management approval for establishing business ioglahips with PEPs fo
banking corporations.

r

Measures taken
to implement the
Recommendatiorn
of the Report

Establishing business relationships with PEPs bgking corporations is

covered in section 21(c) of Directive 411.

Recommendatiorn
of the
MONEYVAL
Report

Ensure senior management approval for continuatdnbusiness where
customer is subsequently found to be PEP or becBBEBs

Measures taken
to implement the
Recommendation
of the Report

The amended Stock exchange members order and ttieliBananagers orde
include an obligation for senior management apgrevzere a customer i
subsequently found to be PEP or becomes PEP.

In addition, the BOI intends to amend Directivel 4t include an obligatio
for senior management approval where a custommridsequently found to b

O —

—

PEP or becomes PEP

12



Recommendatiorn
of the
MONEYVAL
Report

Ensure new correspondent relationships are apprdyesienior management

Measures taken
to implement the
Recommendation
of the Report

The amended Stock Exchange Members order inclhee®liowing section:
"a stock exchange member shall not open a correfganaccount, unles
approved by a senior functionary in the stock ergeamember."

7]

The term "functionary" is defined: director, gerlem@anager, chief business
administrator, deputy general manager, secondargrgemanager, and every
other functionary in the corporation as aforesaigkn if he has a different title,
and every other manager that is directly subordit@the general manager.
In the banking sector, the BOI intends to amenc®ive 411 to include the
obligation to approve new correspondent relatiqmshbly senior management.
Portfolio managers, insurers and insurance aggmgyident funds and
companies managing provident funds do not carry coutespondent
relationships.
The Ministry of Communication intends to includéstrecommendation in the
next amendment to the Postal Bank Order.
(Other) changes
since the last
evaluation
Recommendation 10 (Record keeping)
I. Regarding Financial Institutions
Rating: Partially compliant
Rfetﬁlommendatior Remove thresholds for retention of documentation.
of the
MONEYVAL
Report
Measures taken | In the amended orders (except the Postal Bank )oralerthresholds for
to implement the| retaining of documentation were removed. Thereffin@ncial institutions will
Recommendation haye to maintain all necessary records on tramsestfor seven years.
of the Report
Recommendation Establish requirements to retain all documents rdow the details of al
of the transactions carried out by the client in the cauaf an established business
MONEYVAL relationship.
Report
Measures taken | The amended orders apply the obligation to mairtteéndocument containing
to implement the| the instruction to carry out any transaction, fqesiod of at least seven years
Recommendation from the date of recording the transaction in tleoks of the financia
of the Report institution.
Furthermore, in the amended Stock exchange mendrdes and Portfolid
managers' order there was added an obligatiorhéoffihancial institution, tg
maintain all documents concerning the ongoing neoimig of transactions of

the account owner.

Recommendatiorn
of the
MONEYVAL
Report

=

pe

Provide a general requirement also to retain docotagon longer than
years where requested by a competent authority.

Measures taken
to implement the
Recommendatiorn

of the Report

The orders include the requirement to retain docusndor 7 years. Th
Ministry of Justice objects to implement the recoemgied amendment, fq
reasons of protection of privacy.

D

Dr
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Recommendatiorn
of the
MONEYVAL
Report

Ensure those parts of R.10 which are asteriskedhan Methodology are
covered in respect of the Postal Bank in law outagion.

Measures taken
to implement the
Recommendation
of the Report

The amended Postal Bank order includes the follgwircord keeping
obligations:

Article 9:

"The Postal Bank shall retain the identificatiorridfecates for a period of a
least seven years after the account is closed ter af transaction has begn
carried out as in subsection 3(f); keeping the tdfimation documents, with the
exception of a declaration that was given with aigioal signature, can be
done by means of a computerized scan accordinget@onditions set out ip
regulation 3A of the Evidence (Photocopies) Regaiat 5730-1969; in this
matter, “identification certificates” means any dowent provided for
purposes of identification and authentication.”
Article 16:

"(a) The Postal Bank shall maintain a computeriztatabase of account
numbers, identification particulars of account hexsl, authorized signatories,
beneficiaries and holders of controlling interests.
(b)  The Postal Bank shall retain the documetgsding to the instruction tp
the postal bank to carry out a transaction whichsweported to the competent
authority and the instruction document, the valdewdich transaction is
equivalent to at least NIS 10,000, for a periochbfeast seven years from the
date on which the transaction was recorded in tbst@ bank’s books; in the
absence of a document attesting to the instructibe, banking corporation
shall retain the computerized record attestinghe instruction to perform the
transaction."

(Other) changes
since the last

evaluation
Recommendation 10 (Record keeping)
Il. Regarding DNFBP*
Recommendation Implement CDD obligation (record keeping) for remitate agents, dealers |n
of the precious metals and stones, trust and company cgemproviders, lawyers,
:\?"ONEtYVA'- notaries, other independent legal professionals arcbuntants.
epor

Measures taken
to implement the
Recommendatior
of the Report

See response in the "Key recommendations" tableemintioned (In
Recommendation 5 - Regarding DNFBP).

(Other) changes
since the last
evaluation

“i.e. part of Recommendation 12.
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Recommendation 13 (Suspicious transaction reporting
I. Regarding Financial Institutions

Rating: Largely compliant

Recommendation Israel needs to remove the thresholds in someeobitthers.
of the
MONEYVAL
Report

Measures taken | In the amended orders all thresholds for unusualigcreporting were removed.
to implement the
Recommendation
of the Report

Recommendation) Review level of reporting from non bank financiastitutions and undertake

of the outreach as necessary.
MONEYVAL

Report

Measures taken During the last year IMPA has revised its prioritggarding the financia
to implement the institutions' reports, channeling its resources mto main goals: improving an
Recommendation ensuring the quality of the UARS reported by thedascale sectors on one hand,
of the Report and increasing the quantity of UARs reported by dtteer sectors, on the other
hand. The data specified in the statistics tabléovbe(in the 'Statistical
Information on reports received by the Flihble) and the graph belov
demonstrate the effectiveness of IMPA's effortsntwease level of reporting, as
specified herein after. For example, the numbernthef UARs filed by the
Members of the Stock Exchange and the Providenti$-gectors has multiplied
between the year 2007 and the first half of 2009.

= o =

Distribution of UAR's from non banking sectors
(2007- 2009)
- 3000
O Trust companies UAR
B Providers of currency + 2500
services UAR
O Provident funds UAR
- 2000
B Postal Bank UAR >
=
O Portf olio managers UAR 1500 g
04
O Members of the stock £ 1000
exchange UAR
@ Credit cards companies UAR
- 500
O Insurance companies UAR
0
2009 2008 2007 f
approximate
(approx ) Year

1. Correspondence regarding the quality of the fiancial institutions
reports to IMPA:

In order to improve the quality of the reportsMPA, letters were sent to inform
financial institutions, of flaws, shortages, antlestelements reflected from their
reports, which influence the quality of IMPA's dadge. The letters are not an
automatically produced report, but rather focuseahenation of the content of
the report and indication of main flaws, askingithenmediate revision of
completion. In some caselyIPA chooses to address the letter not only to|the
financial institution, but also to the supervismstly to inform him of acute ar
repeated flaws, severe violations of the procedrggllations or violations gf

15



IMPA's reporting guidance's. In certain cases th#el includes IMPA'S

recommendation to consider further actions, suclinggections and sanctid
committees.
2007 2008 2009*
Letters sent to the
reporting institution 69 59 76
Regulator addressed | 4 15 12

* Updated July 2009.

2. Training events and feedback meetings among tmeporting institutions:
Advanced studiesonferences, training session and feedback meetingsome
of the tools used to educate and increase the aesseof AML\CFT, among
financial institutions and the supervisors. The niéseare mostly initiated b
IMPA and are corporately conducted with the sumemd. Those events inclug
lectures and presentations referring to severatsopackground on internation
combat, money laundering, IMPA's added value, waitkrface, the report
regime, red flags for ML and TF reports, relevamiologies and sanitized cas¢
The feedback meetings are conducted on a routisis bad mostly consist ¢
small forums. IMPA's experience shows that thesetimgs, which are based ¢
personal work relationships, are efficient.

2007 2008| 2009*
Advanced study, training
session among the reporting
institutions or the regulators
(25+ participateg 12 25 8
Feedback meeting, training
sessionamong the reporting
institutions. 32 44 20

* Updated July 2009.

3. Additional training activity:
Additional training activity conducted by IMPA caately with the supervisors
consist of editing and dissemination of AML\CTF damce and informatio
booklet. During the year 2009, two booklets wesriégl in cooperation with th
Ministry of Finance - for the MSBs sector and fbe tinsurance companies a
Insurance agents (the booklet for insurance agenzis published on 26 Augu

2009, and the booklet for MSBs will be published 8eptember 2009).

Moreover, according to IMPA's 2009 annual work-plamo additional booklets
are planned - The first, for the Members of theclstexchange and Portfoli
managers; the second for the Banking corporatiomsthe postal bank. Ead
booklet is adjusted to the unique element of tip®ning sector and its skills. |
addition, IMPA publishes AML/CFTguidelines, newsegéal information,
typologies and other relevant information on itsbemie. In addition, IMPA
publishes on its website a triennial newsletterardimg AML/CFTissues. Th

newsletter is distributed by email to law enforcemeuthorities, to the

supervisors and to compliance officers of finanmatitutions.

4. Project for Improving the quality of the UAR:

From the recognition of the need for quantitatinel abjective measurement,
much as possible, of the quality of the receivingRd from the reporting

16

n

)

y
e

al
S
BS.,
f
DN

£

(D_)

nd
St

jjo\ll

11%

174

as
)




(o

institutions, IMPA has defined a project in the aalhwork-plan, which planne
to be implemented during the second half of the y¢2009 — to the beginning
of 2010. This project serves both the need thaweerfrom within IMPA, to
measure the quality of the UARs and define waysaifon to improve theif
quality, and the need that derives from the repgrinstitutions, to receiv
feedback on their UARs, subjected to the law's titions. So far, severa
working meetings took place in the frame of departtrmanagers; principles and
guidelines were outlined; and a working team ha@eé integrating relevant
departments at IMPA.

Some of the principles that have been outlinedasaife specified hereinafter:

* The pilot will apply on the sector which reporte tmajority of the UAR
to IMPA, namely — the banking sector.

* The working team will have to choose measurablenefgs from the
UAR, on the one hand, which have relevant signifteaon the other
hand.

e Creating of preliminary basis which will be combinia the future intg
another IMPA's project focusing on mechanism andrisg the
contribution of all entering data to IMPA's datasba

« Some of the data will be used in order to give et to the reporting
institutions, within the limitations by law.

IMPA assumes that preliminary products of this gcojwill be available by th
end of the year 2009. Byproduct of integral parttto§ project is conclusion
regarding the recommended ways to improve the tyuali the UAR, and
feedback to the reporting institutions of theirggpd UAR. On the next stag
IMPA will apply the pilot on additional sectors.

19}
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Recommendation] Review the overall effectiveness in relation to tineeliness of the reporting

of the system generally.
MONEYVAL

Report

Measures taken | Following are the measures taken by IMPA in ordeinprove the timeliness of
to implement the | the reporting system generally:

Recommendation 1 |mproving the timeliness of reports received aghtheir input:
of the Report One of IMPA's main goals is improving the timelisesf reports received from
the reporting institutions and theirs input to IMPAlatabase. Therefore, IMBA
instructs the reporting institutions regarding timeetable of the reports (CTR |-
Once a week/month, UAR — Immediate). In-house, IMMPRAerates an
outsourcing Input-Center, which is in charge ofeeing data and incoming
reports into IMPA's data base, according to atsgérvice level agreement
(SLA). Within this framework, IMPA can observe an impeowent of at least
two indexes, during the past 18 month.
The importance of this subject is that defining técs realistic and shornt
timetable of reporting obligations and entranceth& data into the FIU's data
base ensures the effectiveness of the entire dperat
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Distribution of UAR/CTR inputs

&
T 8 8 8 8 8 8 8 8 8 8 8 g3 g8 83 383 8 3 3
o = > c = > o b 2 o] o) = > c =
5 8 £ & £ 33 2 8 8 & & &8 ¢ & 2 %2 3 3
Month & Year
—e— Processing - Receiving differentials (UAR) Rceiving - Input differentials (UAR) ——Receiving - Input differe

* The time that passes between the writing of aiRUb the reporting institutions, till the receip
at IMPA (red line).
** The time that passes between the receipt of &R UWeports, till it is entered to IMPA's Data
Base (yellow line).

*** As mentioned above, but for CTR's (blue line).

=3

2. Additional projects relating to the effectivenes of the timeliness, planneg
to be implement according to IMPA's 2009 annual wdt-plan:

(a) Computerization of customs reports:The current situation is that customs
reports are filled out manually by the person whtees or exits Israel through|a
crossing point. The procedure includes handingstant to the customs-officer
who forwards it to the customs AML headquarters,iciwhgathers several
statements from different border stations and fod&athem periodically to
IMPA. The relevant parties realized that the coogitd procedure decreases the
effectiveness of the reports regime and a projecomputerizing the forms and
statements was initiated.

Nowadays, a pilot is being conducted at the "Bendbil Airport border station
The forms will be filled out by the person at a gurterized station and will be
sent on-line (computerized form + XML file) to IMPt#rough the servers of the
Ministry of Justice. Depending on the success of ttilot, IMPA will
computerize other border stations' forms.

(b) Receiving on line reports using a governmentadet of encrypted vaults:
This project is divided into three stages. Thet fatage of this project is being
conducted - pilot among three chosen banks ('stroegorters). The pilot
includes receiving CTR's and UAR's files from thietpparticipators (along with
maintaining the previous report routine being dadd directly to IMPA), and
examining the technical aspects. Following, is sheond stage of applying the
on-line reports procedure as a routine among tlierobanks and banking
corporations (approx. 30 users). The third and fitege, will include conducting
a pilot among the non banking sectors.

(c) Examination of an automatic solution replacing manual actions
regarding transferring files between networks: In this framework, IMPA
examines two security systems '‘Made in ISRAEL'". Tite system, will handle
the issues of transferring the required files pratected form, unidirectional arnd

18



ensuring complete disconnection between the receawel the sender. T
second system, will filter the information included these files, according

their content and destination (infout IMPA's netijor

e

*1

o

(Other) changes
since the last

evaluation
Recommendation 13 (Suspicious transaction reporting
|l. Regarding DNFBP®
Recommendation | Provide for reporting obligations upon real estatgents, dealers in precious
of the metals, trust and company service providers, lagiyanotaries, other
gl;,%EYVAL independent legal professionals and accountanscgRmendation 13).
Measures taken tg See response in the "Key recommendations" tableementioned (In
implement the Recommendation 5 - Regarding DNFBP).
Recommendation
of the Report
(Other) changes
since the last
evaluation
Special Recommendation Il (Criminalisation of terraist financing)
Rating: Compliant
Recommendation No recommendation
of the
MONEYVAL
Report
Special Recommendation 1V (Suspicious transactioreporting)
I. Regarding Financial Institutions
Rating: Largely Compliant
Recommendation Ensure all related information (in financial instttons other than banking
of the corporations) is covered by the tipping off prowiss.
MONEYVAL
Report

Measures taken t
implement the

of the Report

Recommendation

b The amended orders for non-banking financial iasths include simila

tipping off provision as in the banking order. $&ctl2 in the banking orde

states:
"Disclosure of the formulation, existence, nonexise or
contents of a report pursuant to section 9, anthefexistence
of a complementary report pursuant to section 3t{dhe Law,
the existence of a request for the said reporther ¢ontents on
one of these, and allowing the inspection of docusmattesting
to a report as aforesaid is prohibited, except éongone duly
authorized to be privy to such information for posps of
fulfilling his function in the banking corporatiothe supervisor
or someone he authorized, the competent autharipusuant
to a court order.”

=

of the
MONEYVAL
Report

Recommendation

Delete s.10 (b) PTFL to avoid any confusion ashi mandatory nature ¢
STR reporting on FT to the FIU, as provided fosid8 PTFL.

=

®i.e. part of Recommendation 16.
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Measures taken t
implement the
Recommendation
of the Report

which are subject to the AML/CFT regime to reponly @ransaction the)
suspect or have reason to believe is related taliféctly to IMPA the FIU ag
a UAR according to the relevant order set in ac@oce with section 7 of th
PMLL.

In addition, there is a coordinated work procechetween IMPA, the IP an
the Ministry of Defense. According to the procedueeery UAR concerning
TF received at the IP or the Ministry of Defensdl wie disseminated t
IMPA, and visa versa.

Nevertheless, the Ministry of Justice considerdd iksue with the relevar
authorities and decided to remove section 10(bh&oPTFL and replace

with a provision clarifies that the obligation teport to the IP does n
substitute the obligation to report to IMPA in amtance with section 7 to th
PMLL.

b According to the Israeli law, there is a clear gation for financial institutions

D

Recommendation
of the
MONEYVAL
Report

Ensure attempted FT transactions are explicitlyered.

Measures taken t
implement the
Recommendation
of the Report

b The amended orders include explicit obligations réport all attemptec
unusual transactions (except the amended Post&l @der).

Recommendation
of the
MONEYVAL
Report

Ensure removal of thresholds from the (relevantdéds covering SRI
reporting.

Measures taken t
implement the
Recommendation
of the Report

bIn the amended orders all thresholds for unusu#ligc reporting were
removed.

(Other)

since the las

changes

evaluation

Special Recommendation IV (Suspicious transactioreporting)

Il. Regarding DNFBP

Changes sincg
the last
evaluation

e See
Recommendation 5 - Regarding DNFBP).

response in the "Key recommendations" tablerementioned (In
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3.  Othe Recommendations

In the last report the following FATF recommendasiovere rated as “partially compliant” (PC)
or “non compliant” (NC) (see also Appendix 1). Rleaspecify for each one what measures, if
any, have been taken to improve the situation emgleéiment the suggestions for improvements
contained in the evaluation report.

Recommendation 3 (Confiscation and provisional meases)

Rating: Partially Compliant

Recommendation Amend legislation on confiscation and provisionaasures to include full

of the range of relevant predicate offences.
MONEYVAL

Report

Measures taken | The Ministry of Justice established a working groapd appointed a
to implement the| outsourcing professional skilled lawyer (Adv. Dr8htrum) to formulate
Recommendation governmental bill on confiscation (inspired by thenciples of the UK's
of the Report Proceeds of Crime Act 2002 additionally to civicogery provisions). Ar
initial draft bill has recently published amongeent authorities for their
reply, and extensive discussions in this mattebaieg held.
In addition, following MONEYVAL's report, we reviemd again the Israe
legislation on confiscation and the effectivenesshe Israeli confiscation
regime. Hereinafter are additiohakonfiscation provisions, relating to
predicate offences, that were not included in Isavaluation report and that
illustrate the effectiveness of the confiscatiogimee:
1. The Penal Law 5737-1977:
* Section 129 - forfeiture of instruments connectedoffences
relating state security.
e Sections 234-235 - forfeiture of instruments of ghng offences.
e Section 297 — forfeiture of bribery offences.
e Section 377D - forfeiture of property connected dffences
against the liberty of a person.
» Sections 469, 483 — forfeiture of property conngdteoffences of
forgery of money and coins.
2. The Customs Ordinance:
e Section 39(b) — confiscation of goods imported tailm
» Section 203 — confiscation of sea craft.
e Section 204 — confiscation of goods.
3. The Import and Export Ordinance [New Version], 57391979:
Section 9 relates to confiscation of goodgansportation instruments
connected to the  above mentioned law.
4. The Confiscation of profits gained from publicatiors concerning
offences, 2005:
Section 2 relates to confiscation of thdifg@ained from publication
concerning offences.

L]

|92}

1%

Recommendation Improve effectiveness in respect of confiscatiortHe full range of predicats

of the offences.
MONEYVAL

Report

® in addition to the confiscation provisions in tR&ILL, the Criminal Law Procedure Ordinance, the
Dangerous Drugs Ordinance, the Prohibition on Tatré&inancing Law, the Defense Regulations ard th
Combating Criminal Organizations Law.
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Measures taken
to implement the
Recommendatior
of the Report

Following MONEYVAL's report, we reviewed the Israetegime on
confiscation and the effectiveness of the Israabinfiscation regime
Hereinafter are courts' decisions on confiscatidrat tdemonstrate th
effectiveness of the Israeli regime:

1.

10.

11.

Case 3580/06verdict on 04/12/2008) - the offender was coredcof
offences according to section 413 to the Penal Lae state
confiscated a vehicle (BMW) according to sectiont@3he Criminal
Law Procedure Ordinance.

Case 1071/08verdict on 31/03/2008) - the offender was condabé
an offenceof fraud. The state confiscated 701,259$% according
section 39 to the Criminal Law Procedure Ordinance.

Case 5001/07verdict on 25/03/2008) - the offender was coredcof
offencesof bribery, fraud and theffthe state confiscated 400,000 N
according to section 39 to the Criminal Law Proceddrdinance.
Case 32/08(verdict on 12/07/2009) - the offender was coredcof

offences according to section 144 and 329 to tmalHeaw. The state

confiscated a motorbike according to section 3¢hto Criminal Law|
Procedure Ordinance.

Case 8031/07verdict on 28/01/2008) — the offender was coradobf
an offence according to section 8 to the Prohibitmn Terrorist
Financing Law. The state confiscated 391,000 NISomting to
section 12 to the Prohibition on Terrorist Finagciraw.

Case 1068/0fverdict on 16/09/2008) — the offenders were ccied
of offences of blackmail and of activity in a crimal organization. The
state confiscated 3 vehicles (BMW, Mercedes, andy@at) according
to section 5 to the Combating Criminal Organizagibaw.

Case 40282/0%verdict on 03/07/2008) — the offender was cormdg
of an offence of organizing gambling games. Theestanfiscated
2,000,000 NIS according to section 235 to the Peaal

Case 1061/05verdict on 07/01/2007) - offender was convicted
drug offences. The state confiscated a vehiclez(iglx4) according t(
section 36 to the Dangerous Drugs Ordinance.

Case 219/03verdict on 30/01/2007) - the offenders were coradoof
an offence of obtaining by fraud. The state coatfied 1,605,369 NIS
according to the Criminal Law Procedure Ordinance.

Case 4039/0%verdict on 31/08/2008) - the offenders were coted
of an offence of bribery. The state confiscated @partments an
3,000,000 NIS according to section 297 to the Peaal

Case 3555/03verdict on 06/09/2006) - the offender was coredcof
an offence of keeping or managing a gambling pladee state
confiscated a gambling instrument worth $90,000 oating to
sections 234-235 to the Penal Law.

As demonstrated above, the claim about deficiengncerning the
effectiveness in respect of confiscation for thié fange of predicate offence
is not accurate.

In addition, according to IP information, large suwf money and propert
originated from predicate offences are being ses&ticonfiscated.

to
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(Other) changes
since the last
evaluation
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Recommendation 6 (Politically Exposed Persons)

Rating: Partially Compliant

Recommendation Extend by law, regulation or other enforceable nsetre definition of a PEP
of the beyond banking corporations

MONEYVAL

Report

Measures taken
to implement the
Recommendation
of the Report

Please see our reply in the "Key Recommendatidiié ta

Recommendatiorn
of the
MONEYVAL
Report

Amend PEPs requirements to include family membedscéose associates

Df
PEPs.

Measures taken
to implement the
Recommendation
of the Report

Please see our reply in the "Key Recommendatidiié ta

Recommendatiorn
of the
MONEYVAL
Report

Provide by law or regulation or other enforceableeans full seniof
management approval for establishing business imrlahips with PEPs for
banking corporations.

Measures taken
to implement the
Recommendation
of the Report

Please see our reply in the "Key Recommendatidié ta

Recommendation
of the
MONEYVAL
Report

Ensure senior management approval for continuatiddnbusiness where
customer is subsequently found to be a PEP or besanfPEP.

Measures taken
to implement the
Recommendation
of the Report

Please see our reply in the "Key Recommendatidiié ta

Recommendatiorn
of the
MONEYVAL
Report

Ensure new correspondent relationships are apprdyesienior management

Measures taken
to implement the
Recommendation
of the Report

Please see our reply in the "Key Recommendatidié ta

(Other) changes
since the last
evaluation

Recommendation 11 (Unusual transactions)

Rating: Partially Compliant

Recommendatior
of the
MONEYVAL
Report

Establish enforceable requirements for all finamciastitutions (portfolio
managers, stock exchange members, insurance coagpgmovident funds
money service businesses and the Post Bank) taacbadgoing due diligenc
in respect of all complex, unusual large transatsioor patterns of
transactions that have no apparent or visible ecoizoor lawful purpose.

@D

Measures taken

to implement the

Ongoing due diligence obligation was included i thmended orders in
relation to the above mentioned financial instdos. See, for example, the
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Recommendatior
of the Report

relevant article in the Stock Exchange Member Qrder

Article 11:

"The stock exchange member shall carry out an ampgononitoring of the

transactions of the account owner, including thefaing:

(a) ensure that the transactions are consistent wite tharacter of the
account in accordance with his acquaintance withchent;

(b) monitoring the transactions and the connectionghef account owner
against the_list of countries and territoriespecified in the secon
appendix;

(c) monitoring the activity in the account of a politily exposed person;"

Recommendation Amend all Orders to include examination in writiofjthe purpose and intent
of the of complex, unusual large transactions explicitly.

MONEYVAL

Report

Measures taken
to implement the
Recommendatior
of the Report

The amended orders require on going monitoringhef transactions in th
account with regard to the character of the accaurdgccordance with hi
acquaintance with the client and documentationhif procedure (except i
banking corporations in which this provision alrgaxists in article 14(c) o
Directive 411).

Recommendatior
of the
MONEYVAL
Report

—

Amend all Orders to require the findings of the rei@tions to be kep
available for competent authorities for at leasefiyears.

Measures taken
to implement the
Recommendatior
of the Report

The amended orders cover the obligation to keep fihdings of the
transactions' examination available for competanhaities for at least

years (except in banking corporations in which giisvision will be included
in the amendment to Directive 411 drafted by thd)BO

(Other) changes
since the last
evaluation

Recommendation 15 (Internal controls, compliance ahaudit)

Rating: Partially Com

pliant

Recommendation of the
MONEYVAL Report

Provide generally enforceable requirements to:
— establish and maintain internal procedures, pokcsnd controlg

employees in non-banking sector;

designate compliance officers at management laveéhé non-

banking financial sector;

ensure compliance officers have timely accessftorration,;

maintain an adequately resourced and

function to test compliance with AML/CFT proceduneslicies

and controls in the non-banking financial sector;

Establish ongoing employee training outside

corporations;

Put in place screening procedures;

Ensure high standards when hiring employees.

bank

Measures taken to

implement the

Recommendation of the

Report

1. The amended orders (except the Postal Bank ordgtjire financial
institutions to establish internal procedures, ge$ and controls t
prevent money laundering and terror financing. &xample, In the
Portfolio Managers Order:

24
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to prevent money laundering and to communicate them

independendlit au

The following measures have been taken concersogmmendation 15
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"Portfolio Manager shall determine a policy, toolsnda risk
management with regard to the prohibition of mofeindering and

terror financing, for the application of the oblijans according to the

order, including with regard to following issues:

o Know your costumer procedure;

o Tracing money laundering and terror financing thieaeriving,
inter alia, from new technologies, particularly gethat enables ng
face to face transactions;"

. Section 8 to the PMLL determines that financialtitngons will

appoint a responsible person to fulfill the obligas. The persol
responsible for fulfilling the obligations must atb fulfill the
AML/CTF obligations imposed upon the financial ingions, to
guide the employees regarding the fulfillment dfisabligations ang
shall supervise their fulfillment.

In the proposed amendment to the PMLL, it is suggged authorize
the authorities who issue the orders accordingitolaw, to prescribg
terms for the appointing of such a responsiblegreror example, i
may be prescribed in an order that the person nsdple for the
fulfillment of the corporation’s obligations will b at managemer
level. It is also suggested in the amendment ngpréscribe thes
terms in the main legislation, but to enable fldiip to every
regulator to prescribe terms on the matter accghylito the type of
corporations that are under his responsibility.

3.Even though not specified in the AML/CFT orders, gractice, the

inspections carried out by the authorities supewgisfinancial
institutions (Ministry of Finance, Ministry of Comumication, BOI,
ISA) include,inter alia, the examination of the following issues

* The appointment of compliance officer, what is @islification,
what is his position in the organization structofethe financial
institution? What are his authorities? Does he hdigeretion
when he carries out his duties? Does he have atwesmtracts
with customers?

* AML/CFT policies and procedures.

» Are there AML/CFT internal procedures, concernihg way of
identification, record keeping, unusual transactioeporting,
updating amendments in legislation, etc.

« Is there an ongoing employee training program diggr
responsibilities according the law, the orders dine internal
procedures? Is there a specific training to emm@eydue to thei
assigned work?

« How the internal AML/CFT measures are being impletad?

« Is there an internal inspection plan? Have suchecation beer
taken? What are the findings?

t

it

11

[

(Other) changes since
the last evaluation
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Recommendation 16 (DNFBP)

Rating: Non Compliant

Recommendation Extend the associated requirements in Recommemdatid, 15 and 21 t
of the DNFBP.

MONEYVAL
Report

Measures taken | See response in the "Key recommendations” tableemfentioned (In

to implement the| Recommendation 5 - Regarding DNFBP).

Recommendatiorn
of the Report

(Other) changes
since the last
evaluation

Recommendation 20 (Other DNFBP and secure transaotn technigues)

Rating: Partially Compliant

Recommendation Israel should consider extending coverage of DNERRond those defined by

of the FATF.

MONEYVAL
Report

Measures taken | The draft that was formulated in the Ministry ofstice regarding DNFBP
to implement the| defined by the FATF applies broadly any personthat conducts specifie

Recommendation activities on behalf of another person.

of the Report

oo

(Other) changes
since the last
evaluation

Recommendation 21 (Special attention for higher ris countries)

Rating: Partially Compliant

Recommendation of
the MONEYVAL
Report

Extend the requirement in Criteria 21.1 beyond liaglkcorporations.

Measures taken to
implement the
Recommendation of
the Report

The relevant amended orders contain the followimgnges with regar
to Recommendation 21:

(1) CDD measures taken by financial institutions mes$én to the
connection of costumers that are foreign residenisrael.

(2) Financial institution will need to carry out an amyg
monitoring of the transactions of the account owmeeluding
monitoring the transactions and the connectionthefaccount
owner against thést of countries and territories specified in
the appendix to the order. The appendix contairefexence tq
the FATF NCCT list and other countries that the IFA
published statements concerning their failing aufficiently
applying FATF Recommendations, and a referenceeteral
specified jurisdictions specifically designated f&ML/CFT
purposes.

(3) All transactions with the designated countries &56y00 NIS
have to be reported as CTRs to the FIU.

(4) When dealing with transactions with countries sfpedtiin the
above mentioned appendix, financial institutiondl \Wwave to
check against the list of designated terrorist viials and
organizations if the names of parties to transactigpear on th

L
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Recommendation of
the MONEYVAL
Report

Provide clear requirements to examine as far asibs the backgroun
and purpose of transactions with countries (whiclh dot, or
insufficiently, apply the FATF Recommendations twerg there are
AML/CFT weaknesses) which have no economic or leidiéwful
purpose, and provide specific requirements for rizial institutions to
set forth their findings in writing and to keep tfiedings available tg
assist competent authorities.

Measures taken to
implement the
Recommendation of
the Report

The amended orders, excluding the banking cormoratorder (the BO
is considering amending Directive 411 in this respecontain the
obligation for financial institution to carry outteightened monitorin
of the transactions and the connections of thelwattcowner against th
list of countries and territoriespecified in the appendix to the order.

According to the draft amended orders, the findnicistitutions will

have to report UARs to the FIU about transactioite wo economic or

visible lawful purposes. Furthermore, financialtingions will have to
maintain all necessary records on transactionsidire the findings of
the transactions' examination, for a period obast seven years,

Recommendation of
the MONEYVAL
Report

Ensure that appropriate counter-measures can bertakhere a countr

continues not to apply or insufficiently appliesTFARecommendations,

Measures taken to
implement the
Recommendation of
the Report

The following counter-measures have been taken:
1. On 6 August 2009 IMPA informed the supervisapsut the FATH
update from 26 June 2009 to the statements comggjuiisdictions
that do not apply or insufficiently apply FATF Reesmendations
(published on 28 February 2008), and of MONEYVAktsments
about Azerbaijan (dated 12/12/2002 and 23/03/2008)PA

informed the supervisors about the FATF Statemedtits updates,

IMPA recommended the supervisors to advise the néiah
institutions to pay special attention to the ML\RTSks in
transactions with financial institutions operatiimgthose countrieg
including taking enhanced due diligence measuras @musual
transaction reporting with regard to those coustrie

2. On 14 December 2008 IMPA initiated a seminar fompbance
officers of banking corporations concerning CFTuéss During the
seminar lecturers from IMPA, the IP and the BOlvied clear
guidelines concerning CFT issues including warnthgm that
transactions with natural or legal persons withiourdry that
continues not to apply or insufficiently applies HA
Recommendations, might run the risk of ML\TF.

3. Advanced studiesconferences, training session and feedh

meetings, are some of the tools used to educatenanease the

awareness in respect of AML/CFT, among the findnostitutions
and the supervisors.
4. During 2009 IMPA in cooperation with the Ministnf &inance

issued guidelines and instructions booklets to M&Bd to insurers

and insurance agencies concerning AML/CFT issueb &% red
flags for ML and TF reports, relevant typologiesl @anitized case
(the booklet for insurance agencies was published2® August
2009, and the booklet for MSBs will be published $aptembe
2009). According to IMPA's 2009 annual work-plamptadditional
booklets are planned - The first, for the Membefsthe stock

—
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exchange and Portfolio managers; the second for Baeking
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corporations and the postal bank. Each bookletjasted to the
unigue element of the reporting sector and itdsskil

IMPA publishes AML/CFT guidelines, news, legal infmation,
typologies and other relevant information on itdgite. In addition
IMPA publishes on its website a triennial newslettegarding
AML/CFT issues. The newsletter is distributed byadnmo law
enforcement authorities, to the supervisors andcampliance
officers of financial institutions.

(Other) changes since

the last evaluation

Recommendation 22 (Foreign branches and subsidiagg

Rating: Partially Compliant

Recommendation of
the MONEYVAL
Report

Israel needs to provide a general enforceable @ligon for all financial
institutions to ensure their foreign branches andsdiaries observg
AML/CFT measures consistent with home requiremants the FATH
Recommendations to the extent that host countrg lamd regulations
permits

Measures taken to
implement the
Recommendation of
the Report

Only banking corporations have foreign branchessatgidiaries.

Regulation 411 applies on foreign branches andidialbes under the

restrictions pursuant to article 2 of the Directive
The BOI intends to extend article 2 to Directivel 4t accordance with
the recommendations.

Recommendation of
the MONEYVAL
Report

Provide enforceable obligations requiring financimlstitutions to pay
particular attention in respect of their foreignasrches and subsidiarig
based in countries that do not or insufficiently php FATF
Recommendations;

Measures taken to
implement the
Recommendation of
the Report

The BOI intends to amend Directive 411 to inclulde tecommendation
concerning foreign branches and subsidiaries.

Recommendation of
the MONEYVAL
Report

Provide for enforceable obligations to ensure thahere minimum
AML/CFT requirements of the home and host counttiéfer, branches
and subsidiaries in host countries should be regglito apply the highe
standard to the extent that local (i.e. host coyntaws and regulation
permit;

S
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Measures taken to
implement the
Recommendation of
the Report

The BOI intends to amend Directive 411 to inclulde tecommendation
concerning foreign branches and subsidiaries.

Recommendation of
the MONEYVAL
Report

Provide a general enforceable obligation to infothre home countny
supervisor when a foreign branch or subsidiary salble to observe
appropriate AML/CFT measures.

174

g

Measures taken to
implement the
Recommendation of
the Report

The BOI intends to amend Directive 411 to inclulde tecommendation
concerning foreign branches and subsidiaries.

(Other) changes sinc
the last evaluation

1)
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Recommendation 23 (Regulation, supervision and madwoiring)

Rating: Partially Compliant

Recommendation of
the MONEYVAL
Report

Israel should reconsider reliance upon outsourciof supervision o
AML/CFT in the Ministry of Finance and Ministry @ommunication
should be reconsidered.

Measures taken to
implement the
Recommendation of
the Report

Reliance upon outsourcing of supervision was redensd during the
AML/CFT Regulators Forum meeting which took plage 26 July 2009
(Please find explanation in the next recommendatibaring the meeting
the supervisors were requested to take a moreeaetpproach in th
inspections including physical presence of the saper's representative
during the on site inspection. The relevant sugerg mentioned that, i
practice, their outsourced inspections are accoiagddny an employee ¢
the supervisor in substantial part of inspections order to ensur
appropriate and sufficient level of supervisionrtRermore, the outsource
inspectors receive guidance and instructions bgtpervisors.

Recommendation of
the MONEYVAL
Report

Introduce a mechanism for ensuring that an apprajgriand sufficient leve
of supervision is consistently implemented acrdss whole financia
sector.

Measures taken to
implement the
Recommendation of
the Report

During 2009 an AML/CFT Regulators Forum was esgdidd. The Forun
constitutes representatives from the supervisdv?A, and as neede
from the IP and from the prosecution authoritiebe Tirst meeting took
place on 20 January 2009 and the second meetirzfaluly 2009. The
Forum meetings intend to ensure that AML/CFT issaes consistently
implemented across the whole financial sechorthe last meeting, th
supervisors agreed to issue a memorandum of uadeisy between a
supervisors regarding AML/CFT issues, inter ali,arder to increas
cooperation between supervisors.

o

14

W — 0

Recommendation of
the MONEYVAL
Report

Ensure effective supervision in MSBs and the P&sak.

Measures taken to
implement the
Recommendation of
the Report

During 2007-2009, the supervisor of MSBs conduaigdr 30 sanction
committees, and there are more expected followieneral inspection
taken.

On 23 July 2009 the supervisor of the Postal Bankstted his final
AML/CFT inspection report to the Postal Bank in @rdo subpoena the
to a sanction committee.

Ur—4U)

(Other) changes
since the last
evaluation

Recommendation 24 (DNFBP — Regulation, supervisicand monitoring)

Rating: Non Compliant

Recommendation of
the MONEYVAL
Report

Ensure that DNFBP are subject to effective syst@ansmonitoring and
ensuring compliance with AML/CFT obligations.

Measures taken to
implement the
Recommendation of
the Report

See response in the "Key recommendations” tableementioned (In
Recommendation 5 - Regarding DNFBP).

(Other) changes
since the last
evaluation
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Recommendation 25 (Guidelines and feedback)

Rating: Partially Compliant

Recommendation of| Provide sufficient guidelines to the financial seaegarding CFT issues
the MONEYVAL

Report

Measures takento | The following actions have been taken with regaaod duidelines

implement the concerning CFT issues:

Recommendation of| 1 During 2009 IMPA in cooperation with the Mimigtof Finance issued

the Report guidelines and instructions booklets to MSBs andinsurers ang
insurance agencies concerning AML/CFT issues ssctea flags for
ML and TF reports, relevant typologies and sarmitizzases (the
booklet for insurance agencies was published oA@§ust 2009, and
the booklet for MSBs will be published on 9 Novem009).
According to IMPA's 2009 annual work-plan, two aatdial booklets
are planned - The first, for the Members of theclstexchange an
Portfolio managers; the second for the Banking @a@jons and the
postal bank. Each booklet is adjusted accordinpéounique elemer
of the reporting sector and its skills.

2. On 14 December 2008 IMPA initiated a seminar dompliance
officers of banking corporations concerning CFTués During the
seminar lecturers from IMPA, the IP and the BOIlved clear
guidelines concerning CFT issues.

3. Advanced studiespnferences, training session and feedback meetings
are some of the tools used to educate and inctbasawareness in
respect of AML/CFT, among the financial instituttorand the
supervisors

4. IMPA initiated a seminar that took place on ép&mber 2009
concerning the AML/CFT risks of NPO's.

5. On 6 August 2009 IMPA informed the supervisab®ut the FATH
update from 26 June 2009 to the statements comggjurisdictions
that do not apply or insufficiently apply FATF Resmendations
(published on 28 February 2008), and of MONEYVAlatetnents
about Azerbaijan (dated 12/12/2002 and 23/03/2008A informed
the supervisors about the FATF Statement and ittates. IMPA
recommended the supervisors to advise the finamsttutions to pay
special attention to the ML\FT risks in transacsiowith financial
institutions operating in those countries, inclgdiaking enhanced duye
diligence measures and unusual transaction regowtith regard to
those countries. The above mentioned informatias also published
on IMPA's website.

6. IMPA publishes AML/CFT guidelines, news, legatfdarmation,
typologies and other relevant information on itsbaige. In addition
IMPA publishes on its website a triennial newslettegarding
AML/CFT issues. The newsletter is distributed by adinto law
enforcement authorities, to the supervisamg to compliance officers
of financial institutions.

7. On the T of April 2009, the ISA together with IMPA held alff day
conference attended by senior (CEO's and compliaoitieers)
representatives of all non banking stock exchangmmlpers. The majar

174
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aim of the conference was to increase awareness prodde
guidelines regarding unusual transaction reporting.

Recommendation of
the MONEYVAL
Report

Also provide comprehensive guidance on PMLL issni¢ke Postal Bank,
the insurance and provident funds sector and theapservice businesse

1Y

Measures taken to
implement the
Recommendation of
the Report

During the AML/CFT Regulators Forum meeting the esusors were
requested to provide financial institutions compmdive and coordinated
guidance on AML/CFT issues.
In addition, as mentioned above, IMPA and the @hsupervisors issued
guidelines and instructions booklets to the MSBsl &m insurers and
insurance companies concerning AML/CFT issues. Tadditional
booklets are planned - The first, for the Membérthe stockexchange and
Portfolio managers; the second for the Banking aafons and the posta
bank.

Recommendation of
the MONEYVAL
Report

Coordinate this guidance across the financial secto

Measures taken to
implement the
Recommendation of
the Report

As mentioned above, during the AML/CFT Regulatossuin meeting the
supervisors were requested to provide financidltinBns comprehensiv
and coordinated guidance on AML/CFT issues.

4]

Recommendation of
the MONEYVAL
Report

Make more case specific feedback available.

Measures taken to
implement the
Recommendation of
the Report

The following measures are being taken to providaricial institutions

case specific feedback:

1. During 2009 IMPA in cooperation with the Mimigtof Finance issued
guidelines and instructions booklets to MSBs andinsurers and
insurance agencies concerning AML/CFT issues ssctea flags for
ML and TF reports, relevant typologies and samitizzases (the
booklet for insurance agencies was published oA@ust 2009, and
the booklet for MSBs will be published on Septemi2609).
According to IMPA's 2009 annual work-plan, two adtdial booklets
are planned - The first, for the Members of theclstexchange an
Portfolio managers; the second for the Banking @a@jons and the
postal bank. Each booklet is adjusted accordinpéounique elemer
of the reporting sector and its skills.

2. On 14 December 2008 IMPA initiated a seminar dompliance
officers of banking corporations concerning CFTués During the
seminar lecturers from IMPA, the IP and the BOIlved clear
guidelines concerning CFT issues including typatsgand sanitized
cases.

174
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3. Advanced studiespnferences, training session and feedback meetings

are some of the tools used to educate and inctbasawareness in
respect of AML/CFT, among the financial instituttorand the
supervisors

4. IMPA publishes AML/CFT guidelines, news, legatfarmation,
typologies and other relevant information on itsbaige. In addition
IMPA publishes on its website a triennial newslettegarding
AML/CFT issues. The newsletter is distributed by adinto law
enforcement authorities, to the supervisamg to compliance officer
of financial institutions.

[72)
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Recommendation of
the MONEYVAL
Report

Publish guidelines for DNFBP

Measures taken to
implement the
Recommendation of
the Report

N/A

(Other) changes
since the last
evaluation

Recommendation 33 (Legal persons — beneficial owrsgr

Rating: Partially Compliant

Recommendation
of the MONEYVAL
Report

Review commercial, corporate and other laws withviaw to taking
measures to provide adequate transparency with edspo beneficia
ownership.

Measures taken to
implement the
Recommendation of
the Report

1.

The Ministry of Justice will review this issuend will consider
amendments in order to provide transparency wipeaet to beneficial
ownership, considering the current legal measures.
The companies' registrar initiated a project ohdanelioration in order
to update the companies' registration, among othergs, data
concerning beneficial ownership. This project isllvimidgeted ang
includes application to the registered companiesl aaquiring
registered companies to submit to the registraam@mual report that
includes relevant details about directors and shdrelders. Thig
project will improve the accuracy of the registwatiand will make it
more reliable and dependable. In addition, on 28 AD09, an
amendment to the Companies Law was published, aterrdines
sanctions to a company that do not submit an anrert to the
companies registrar as required by the law (hexftar — the violating
company). As mentioned, the companies' registrargiien the
authority to sanction such company in various sanst for example
refusal to register a company that one of its shdraders is the
violating company, the beneficial owner of the aitn company or :
director in the violating company. This amendmernll enable the
companies' registrar to ensure that the registrasiapdated.
Specifically with regard to NPOduring the last year, the NPQ
registrar (‘Amutot' registrar) has taken the follogv measures to
increase the scope of information available on NPsl their
transparency:

a. Following the amendment to the Law of NPOs thateamo force
in June 2007, the NPO's registrar acted to implemie
requirements of the law, including the requirememtsubmit a
verbal report which will include comprehensive imfation
regarding the NPOQ's activities, including the use NPO made
with donations and the NPOQO's future planed activity

b. The Ministry of justice signed on March 2009 anesgnent for the
establishment of an on-line data-base on NPOs. iffdsmation
will enable the public and governmental authoritiesreceive in
simple and lenient manner extensive informationN#?Os. The
data-base is also planned to include additionarmétion from
ministries regarding NPOs, and will enablgovernmenta

154
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authorities to cross-reference different types rdbrmation. The
data-base is planned to go on-line during 2010.
The Israeli approach to preventing the unlhw$e of legal persons ar

legal arrangements for ML\FT relies on the investiige and other

powers of law enforcement, regulatory, supervisoand other

competent authorities to obtain or get access torrimation. Such

information on beneficial ownership may be ava#alffom four

sources:

* ‘Open source’ data.

* Information retained by AML/CFT regulated businesss part of
their compliance obligations.

» Information held by public bodies such as the camgs registrar,
NPO's registrar, charities registrar or the takarities.

* Information held by private companies or individial

d

Recommendation of
the MONEYVAL
Report

Assess the number of companies on bearer sharestak®l specific
measures to ensure that legal persons which are @bissue bearer share
are not misused for money laundering.

2S

Measures taken to
implement the
Recommendation of
the Report

No changes since last evaluation.

(Other) changes
since the last
evaluation

Recommendation 34 (Legal arrangements — beneficialvners)

Rating: Partially Compliant

Recommendation of
the MONEYVAL
Report

Review information available on the beneficial ovenaf private or foreign
trusts.

Measures taken to
implement the
Recommendation of
the Report

A draft amendment concerning the application of AMET obligations or
DNFPBs such as lawyers, that often provide trusvises has bee
formulated in the ministry of justice and will beohght soon before th
attorney general for consideration.

In addition, As mentioned above, the Israeli apphoto preventing the
unlawful use of legal persons and legal arrangesnfEmtML\FT relies on
the investigative and other powers of law enforagimeegulatory,

supervisory, and other competent authorities taiobbr get access to
information. Such information on beneficial ownépsimay be available

from three sources:
* Information retained by AML/CFT regulated businesss part of
their compliance obligations.
» Information held by public bodies such as the takarities.
» Information held by private companies or individual

D -
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Recommendation of
the MONEYVAL
Report

Provide legal requirements on trust service prowd® obtain, verify ang
retain records of the trusts they create, includingneficial ownershiy
details.

Measures taken to
implement the
Recommendation of
the Report

As aforesaid, A draft amendment concerning theiegipdn of AML/CFT
obligations on DNFBPs such as lawyers, who oftavigde trust services
has been formulated in the ministry of justice avill be brought soor
before the attorney general for consideration.
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(Other) changes
since the last
evaluation

Special Recommendation Il (Freeze and confiscatetrorist assets)

Rating: Partially Compliant

Recommendation of
the MONEYVAL
Report

Fully implement S/C Res. 1267 (1999) and 1452 (002

Measures taken to
implement the
Recommendation of
the Report

As part of the fight against terror financing, ardllowing inter-
organizational work lead by the Israeli Nationalc@&y Council, the
Security Cabinet approved on 24 December 2008 deidas of 35 foreigr

designated terrorist organizations. All the orgations declared are related

to Al Qa'ida and the Taliban. As a result finanaiatitutions in Israel musg
monitor their clients and transactions and repartthe IMPA any
suspicious or unusual transactions in this respeuot. declarations are
significant step in the international combat adaittse financing of
terrorism in accordance with the international dtads as set by th
relevant United Nations Security Council resolusi¢f®373, 1267 etc.) an
of the FATF. The declarations have been approvembrding to the
Prohibiting on terrorist financing law, 2005 whiallows the designation i
Israel of foreign terrorist organizations that welesignated as terrori
organizations either by a foreign country or by thig Security Council
These declarations are additional to existing degigns of Middle Eas
terrorist organizations (e.g. Hamas, Hezbollah) giteviously designate
under the Defense Regulations (Emergency), 1945 ander the
Prevention of Terrorism Ordinance, 1948.
The National Security Council, which is the respblesbody, intends tg
submit during the summer of 2009 approximately 50-&dditional

declarations of foreign designated terrorist orgatidns, based on the 126

list for Security Cabinet approval.

Recommendation of
the MONEYVAL
Report

Produce comprehensive and focused guidance todiakinstitutions as tg
their obligations under Security Council Resoluson

t

a

Measures taken to
implement the
Recommendation of
the Report

As a result of the aforementioned declarations andording to the
AML/CFT orders, financial institutions in Israel stumonitor their clients
(including checking against the list if they appearthe list of designate
terrorist individuals and organizations) and thdients' transactions an
report to IMPA any unusual transactions in thipess.
In the AML/CFT Regulators Forum meeting, the susams were
requested to provide guidance to financial ingting as to their obligation
under Security Council Regulations.

In addition, the measures specified in our replyréoommendation 2
(concerning making case specific feedback morelabla) have bee
taken, inter alia, in order to provide financiaktitutions comprehensiv
guidance with regard to their obligations under us& Council
Resolutions.

D
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Recommendation of
the MONEYVAL
Report

Review effectiveness after the
Regulations.

recent promulgatmin the PTFL

Measures taken to
implement the

In December 2007, the Knesset Law Committee apprabe PTFL

regulations enabling the declaration by a miniatectommittee of foreigr
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Recommendation of
the Report

designated terrorists, and legally requiring finahmstitutions to comply
with the foreign designations. The 35 aforementibeclarations hav
been approved according to the PTFL regulationg hat been challengegd
and there was no submission of a petition for thacellation of thg
declarations.

4%

(Other) changes
since the last
evaluation

Special Recommendation VI (AML requirements for momey/value transfer services)

Rating: Partially Compliant

Recommendation of
the MONEYVAL
Report

Review the compliance of MVT service operators WD standards in
the light of the issues raised under R.5.

Measures taken to
implement the
Recommendation of
the Report

The amended MSBs order includes all CDD measurésedaunder
recommendation 5 (existing thresholds, enhanced dlieggence,
information on the purpose and intended naturéefusiness relationshjp
and ongoing due diligence).

(Other) changes
since the last
evaluation

Special Recommendation VII (Wire transfer rules)

Rating: Partially Compliant

Recommendation of
the MONEYVAL
Report

Establish enforceable obligations to require “fulBriginator information
to accompany cross-border wire transfers for thestBbBank and othey
relevant non-banking institutions.

Measures taken to
implement the
Recommendation of
the Report

The amended orders include the obligation for fom@ninstitutions to
require “full" originator information to accompangross-border wire
transfers.

Recommendation of
the MONEYVAL
Report

Amend the Postal Bank Order to bring the lower shdd of NIS 50,000 in
line with the requirements of SR.VII.

Measures taken to
implement the
Recommendation of
the Report

The amended Postal Bank order includes similarstoies as in thg
banking order, as follows:
* The Postal Bank shall not carry out a transactibickvrequires a
CTR (in the case of wire transfer against desighatntries and
territories the threshold is 5,000 NIS) and whignot recorded in
an account in which the party performing the tratiea is
recorded as an account holder or authorized signateithout
recording the identification particulars of the gaperforming the
transaction.

» The Postal Bank shall not carry out a transactibickv does no
require a CTR and which is not recorded in an aectmuwhich the
party performing the transaction is recorded as@mount holder
authorized signatory, without identifying the papgrforming the
transaction and recording his identification parcs. For thig
subsection, "transaction” means a transaction sh davolving
10,000 NIS or more, or another transaction inv@vitb,000 NIS
or more.

A\

Recommendation of

Establish enforceable requirements for each inteliary and beneficiary
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the MONEYVAL
Report

financial institution in the payment chain to ersuthat all originator
information that accompanies a wire transfer isnsenitted with the
transfer.

Measures taken to
implement the
Recommendation of
the Report

The amended orders include the obligation for fom@ninstitutions to
ensure that all originator information that accompa a wire transfer i
transmitted with the transfer through the payméiairc.

Recommendation of
the MONEYVAL
Report

Establish an enforceable requirement to adopt @ffec risk-based
procedures for identifying and handling wire tragrsf that are nof
accompanied by complete originator information.

Measures taken to
implement the
Recommendation of
the Report

The amended orders (except the Postal bank omigdde the obligatior
for financial institutions to determine policy aptbcedures for higher ris
situations. This provision is phrased broadly emougo financial
institutions could determine the procedures foridewange of higher ris
situation, including procedures for handling wiranisfers that are ng

accompanied by complete originator information.
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(Other) changes
since the last
evaluation

4. Specific Questions

Please explain the current legislative positionaating IMPA'’s access to additional information f
the purposes of its analyses from non-reportingfiea? Does such access require judicial approval

IMPA has access to various data bases which indimd@cial, administrative and law enforcem

information. Such access does not require judagpakoval.

Israeli Population
Registrar's database

Pledge Registration
Office

Association's
Registration Office
Israeli transportation
Registrar's database
Land registry bureau
Reporting institutions
Registration database
CTR's database
UARs database

Information requests
database (Israeli
Police and , Israeli
security Authority

Customs reports
database

Israel Court's
Management

Israeli Companies
Registrar's database

ID No., Passport No., identity verification, Family tree, Entrance and
departure from Israel

mortgages and the existence of assets

Associations information including - registration No., registration date,
goals, financial data

Information regarding ownership of valuable cars, yachts and private
airplanes (will be available soon).

Information regarding ownership of real estate (will be available soon).

Registration details (including license number, address, phones, employees
of MSB's etc.)

CTR's on involved entities
UARs on involved entities

Information regarding several thousand entities included in police and Israel
security Authority requests (including information from the Criminal
Registry)

Reports to customs according the PMLL
pending legal proceeding in Israel on involved entities

companies and the entities involved in it (shareowners, directors, etc.),
companies information

ent
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Haaretz daily
newspaper - archive

Globes business and
technology news -
archive

Maariv daily
newspaper - archive

The marker - Israeli
financial news -
archive

Takdin

Bank of Israel

Taxes and more
(Missim)
Nevo

Israel Postal
Company

Lexis

Maya (stock
exchange)

Internet Web
* Criminal registry

General information on involved entities

General information on involved entities

General information on involved entities

General information on involved entities

Israeli verdicts on involved entities/ specific subjects, detecting Israeli
legislation
limited accounts and limited customers under aggravating circumstances

Israeli verdicts regarding taxes, detecting Israeli legislation regarding taxes

Israeli verdicts on involved entities/ specific subjects, detecting Israeli
legislation

land registration extracts and the existence of real estate

Legal and financial information on involved entities (information from
different countries, courts, newspapers, companies directories, etc.)

General information on public companies

General information on involved entities
IMPA has indirect access to law enforcement information. Information

requests submitted to IMPA from the police and from the Security Authority
include information from their databases (including information from the
Criminal Registry). IMPA formed a database that includes information
regarding thousands entities included in police and Israel security Authority
requests.
Furthermore, according to the proposed amendment of the PMLL, IMPA will
be authorized to receive additional information from the Criminal Registry,
such as cases when there was a stay of proceedings.

* Communication  As agreed between IMPA and the Ministry of justice, the Communication

data data law will be amended so IMPA will be authorized to have access to the
communication data.

Have there been any changes, whether legislativ@lmrwise, since the evaluation to IMPA’s abi
to obtain additional information for the purposeitsf analyses from the police, the tax authoritas
administrative information from Social Security?

ity

IMPA's ability to obtain additional information fimo other authorities improved due to several prgj
in which IMPA and the tax authority cooperate ardnange information within the restrictions of
law, in regard to suspicious designated entities.

In respect of tax information, it should be men¢idnthat the supplement of a tax fraud offe
(according to section 220 to the Income tax ord@der)a predicate offence is being considered.
meaning of such supplement will be enabling thediexchange of information between IMPA 3
the tax authority.
Furthermore, in accordance with Israeli governmenticy guidelines for AML enforcemern
(Government decision no. 4618, dated 01.01.200dRA has a permanent membership in
Intelligence Fusion Center, together with membesmfthe IP and the Tax Authority. All the membg
in the Intelligence Fusion Center have direct azdestheir databases, and they acting to cr,
reference information for the purpose of exposingtirdlomain criminality and enabling inter-agen
enforcement initiatives.
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In addition, IMPA's personnel accompanying themixti-agency task forces that were establishe

din
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accordance with the above mentioned governmensideciEach one of the task forces assigng
specified criminal organization or phenomenon, eachprised of elements from the Israel Police,
Tax Authority, and the State Prosecutor’s Office.

Concerning administrative information from Sociaéc8rity - IMPA submitted an applicatig
requesting information from the Social Securityd @currently waiting for a reply.

Has consideration been given since the evaluat®mrgiving IMPA power to provisionally free:
reported suspicious transactions?

Following MONEYVAL's evaluation, consideration hdmen given to giving IMPA power
provisionally freeze reported suspicious transastidut it was rejected since it is not compatibléhe
fundamental principles of the Israeli regime.

Have there been changes to the cross-border tratefmn control regime explicitly to include all

bearer negotiable instruments (para 309 of the r§pand have any steps been considered to cor
the thresholds for declarations under the ImmigratRules (para 310 of the report)?

The Ministry of justice decided to amend the défimi of "monies" is section 9 of the PML
concerning cross-border reporting obligation, idesrto include all bearer negotiable instrume
specified in the methodology.

The Ministry of justice is considering correctifgetthresholds for declarations under the immigrati

rules.

Please provide (if possible) a summary of admiatste sanctions taken by the regulatory authorit
specifically for AML/CFT infringements since thalemation.

Ministry of Finance — Money Service Businesses

Year No. of Sanction Sanctions (NIS)
Committees
2007 8 220,000
2008 11 610,000
2009 7 1,500,000*
Updated to date
08/2009
* These are the sanctions imposed in 3 sanctiomsritiees. The decisions in other 4 sanction coreendttare
still pending.
Customs
Year No. of Sanction Sanctions (NIS)
Committees
2007 48 851,000
2008 41 1,752,000
2009 14 949,000
Updated to date
06/2009

Bank of Israel

Year

No. of Sanction
Committees

Sanctions (NIS)
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2007 3 5,925,000
2008 1 3,700,000
2009 2*

* Sanction Committees planed to take place durid@o2

Israel Secu

rities Authority

Year No. of Sanction Sanctions (NIS)
Committees

2007 11 94,000
2008 0 -
2009 2 Cases are still
Updated to date pending
06/2009

What further steps have been taken since the ei@iutp review the adequacy of the Law on N

Profit Organisations in the context of SR.VIII?

During the last year, the NPQO's registrar (‘Amutegjistrar) has taken the following measures
increase the scope of information available on NB@ktheir transparency:
(a) Following the amendment to the Law of NPOs thateamo force in June 2007, th
NPO's registrar acted to implement the requiremeritghe law, including the
requirement to submit a verbal report which wiklude comprehensive informatig
regarding the NPQO's activities, including the us2NPO made with donations and {

In addition, IMPA initiated a seminar that toolapé on 6 September 2009 concerning the AML/(

NPQO's future planed activity.

(b) The Ministry of justice signed on March 2009 anesgnent for the establishment of
on-line data-base on NPOs. This information wilhlele the public and governmen
authorities to receive in simple and lenient manmdensive information on NPO
The data-base is also planned to include additionfdrmation from ministries
regarding NPOs, and will enabd@vernmental authorities to cross-reference diffe
types of information. The data-base is plannedtomline during 2010.

risks of NPO's.
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5.

Questions related to the Third Directive (2005/60/EC) and the

| mplementation Directive (2006/70/EC)’

Implemen

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

Please
whether the Third
Directive and the
Implementation

Directive have
been fully
implemented / of
are fully applied
and since when

indicat¢ There is high level of compliance with the third r@itive and the

Implementation Directive.

However, there are some provisions in the Direstithet are in legislatio
process (for example, DNFBPs) and others thattdrdasing examined ang
considered for application in AML/CFT legislatiofo example, simplified
customer due diligence, enhanced customer dueddig).

Beneficial Owner

Please
whether your lega
definition of
beneficial ownern
corresponds to th
definition of
beneficial owner in
the 3% Directivé®

(please alsd
provide the lega
text with your
reply)

indicat¢ Section 7 of the PMLL prescribes what are the mattieat will be dealt by

orders that will be issued by the Governor of ttamiBof Israel (concernin
banking corporations) or by a minister (regardingpgous of the corpuses
| the third schedule that is within his responsiyjlit

" In accordance with this section, the details witalh be determined in 3
order refer to the recipient of a service, as aefim section 7 of PMLL.

It has been stated in the PMLL that the term “recipof a service” include
the beneficiary of the transaction as well as trenér of a trusteeship or of
consecration.

The definition of "beneficiary" in section 7 to tRMLL is as follows:

" “beneficiary” — a person for whom of for whosenwsdit the property is hel
or the transaction in the property was carried oot,who has the ability tc
guide a transaction in property, all of this dirgcor indirectly;"
In the case the account is opened by a corporatitime transaction is carrie
out by a corporation, the beneficiary may include one who has control
the corporation. The term “control” for this mattdras been defined i
section 7 of the PMLL by way of a referral to thecS8rities Law, meaning
the following definition:

“Control” — the ability to direct the activity oftte corporation, excluding th
ability which derives only from serving as a di@obr as another position g
the corporation, and it is assumed that a man ikadder of controlling
interest of the corporation if he holds half or ra@f a certain type of contrg
means of the corporation”.
It should be mentioned, that the draft bill for tReohibition of Money
Laundering Law (Amendment No. 7), proposed to etiasderm “a former o
a trusteeship or of a consecration” in section thefPMLL, and instead @

follows -

“founder” means a creator of a trust or creator ah endowment, withi
their meaning in the Trust Law, 5729 - 1979, arsbad person who has tf
power to decide, in respect of an account not owmetdim, who will be thg

those terms, to prescribe a new term — “foundedt thill be defined as

-

="

D

e
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account owner, the beneficiary or person who is tlodder of signature

" For relevant leg

al texts from the EU standardsfggeendix I

® Please see Article 3(6) of th® Birective reproduced in Appendix I
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rights, or has the power to replace, in respedhef said account, and to add
or delete thereto, the owner of the account, theebeiary, or the person
holding signature rights; for this purpose —
“account owner” means a person who is regestein the banking
corporation as the account owner;
“holder of signature rights” means a persoham the account owner
empowered to act in his account.
Furthermore, it is proposed in the draft bill admer definition for the term
"control" as follows —
““control” means the ability to orient the activitpf a corporate body, eithe
alone or with others or through them, whether digecor indirectly,
including ability resulting from the corporate bog\by-laws, pursuant to a
contract made in writing, verbally, or in anotheammer, or ability resulting
from any other source, except for ability resultimgly from performing the
duties of an office holder in a corporate body;heitit derogating from th
generality of the aforesaid, a person shall be debito have control in :
corporate body if one of the following exist:

(1) the person holds the largest amount of thenmed control of
some kind, or holds at least ten percent of somé & means of
control, and no other person holds means of cordfdhe same
kind in an amount greater than his holdings;

(2) the person holds at least twenty percent of somgk & means of
control;

(3) the person is able to prevent a business transaciio the
corporate body, except for decisions that deal wsduance o
the means of control in the corporate body or deais that
relate to the sale or liquidation of most of thepmwate body’s
business or to a substantial change in it;

(4) in respect of a corporate body that is not a conypamithout
derogating from the generality of the provisions tfis
subparagraph — the person serves as an office haldehe
corporate body, and for the purpose of a corporbtaly as
aforesaid that is a non-profit society — the perssran office
holder or committee member thereof, and in eacthefabove
instances is authorized to act in the name of thgarate
body;”

“means of control” means each of the following:

(1) the right to appoint persons entitled to sign ie thame of the
corporate body;

(2) the right to vote in the General Meeting of thempany, or a
comparable body of another corporate body;

(3) the right to appoint directors of the corporate podr its
managing director;

(4) the right to share in the corporate body’s profits;

(5) the right to share in the assets of the corporatdybfollowing
payment of its debts at the time of its dissolytion
“possession”, for the purposes of control meansedily or indirectly,
whether alone or with others, or through anotherspa, including a trustee
or agent, trust company, registration company, udahg a right to possess
as aforesaid and an option to possess that doesesolt from convertible
securities, or in any other way; possession by amgany also include
possession by its subsidiary company or a compdfijated with it by

=

D

1574
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implication, and possession by an individual pergatudes also possessiq
by a person who is his relative or a dependent isf for this purpose
“relative” has the same definition as in the CompmLaw;

“possession with others” means possession of trensef control jointly by
two or more persons pursuant to agreement, whethitien or verbal;

Risk-Based Approach

Please indicate th
extent to which
financial
institutions  have
been permitted tq
use a risk-base
approach to
discharging certair]
of their AML/CFT
obligations.

3|

e Financial institutions have not been permittedtpetise risk-based approa

to discharge certain AML/CFT obligations.
The BOI is considering the application of risk-tchsgpproach in certai
cases.

Politically Exposed Persons

Please indicaté
whether criteria for
identifying PEPs in
accordance  with
the provisions in
the Third Directive
and the
Implementation

Directive’ are
provided for in
your domestic|
legislation (please
also provide the
legal text with

your reply).

The amended orders include a definition of PEP.example, The definition
in the amended Postal bank order:
"Foreign residents that are senior public functioear including their family
members, business associates or a corporation uthear control”
The term "control" is defined by way of a refert@lsection 7(a)(1)(b) to th
PMLL.
The term "public functionaries" in the amended Bldsank order includes:
"Head of statepresident of the state, mayor, judge, a membehofstates
parliament, a member in the government and a senititary or police
officer, or any other aforesaid functionaries evlemamed differently."
The term "family member" is defined in the amen&edtal bank order as:
"Spouse, sibling, parent, grandparents, offsprimgl @ffspring of the spous
and the spouse of the aforementioned."

As for the banking corporations, article 21 imddiive 411 relates to PEPS.

D

D

“Tipping off”

Please indicate
whether the
prohibition is
limited to the
transaction report
or also covers
ongoing ML or TF
investigations

Section 31A of the PMLL provides for a confidentyalobligation. It states
that a person who receives information pursuanhéoPMLL, in the course
of fulfilling his duties or in the course of his vk shall keep it confidentia
shall not disclose it to another and shall not makg use of it except i
accordance with the provisions of the law or incadance with a court orde
The tipping off issue is regulated broadly in theless that apply to th
financial sector. Section 12 in the banking ordates:

"Disclosure of the formulation, existence, nonexse or

contents of a report pursuant to section 9, anthefexistence

of a complementary report pursuant to section 34fcthe

Law, the existence of a request for the said reporthe

contents on one of these, and allowing the inspectf

documents attesting to a report as aforesaid ishitited,

except to someone duly authorized to be privy tohsu

1%

C

O - =2~

° Please see Atrticle 3(8) of th& Birective and Article 2 of Commission Directive 3)70/EC
reproduced in Appendix Il.
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information for purposes of fulfilling his functiom the
banking corporation, the supervisor or someone Uith@rized,
the competent authority or pursuant to a court ortle
The amended orders for non-banking financial msohs include simila
tipping off provision as in the banking order.

With respect to the
prohibition of
“tipping off”
please indicate
whether there are
circumstances
where the
prohibition is lifted
and, if so, the
details of such
circumstances.

The confidentiality obligation under section 31A dhe PMLL,
aforementioned, may be lifted only in accordancthihe provisions of thg
PMLL or in accordance with a court order.

Section 12 of the banking order, as quoted abdatessthe circumstances
which disclosure is permitted.

1%

in

“Corporate liability”

Please indicate
whether corporate
liability can be

applied where ar
infringement is
committed for the
benefit of that
legal person by a
person who
occupies a leadin
position within that
legal person.

}

Israeli law allows criminal liability of legal pergs.
Section 1 of Commentary Order defines "person“clugiing corporation or
association or association of individuals, whettiery are incorporated ¢
not.
According to Section 23 of the Penal Law, 1977.alegntities may be
prosecuted when the offences are committed by sopawho according t
his position in the legal entity may be seen amgain behalf or through th
legal entity. As a matter of fact legal entitiesravprosecuted in Israel.
Section 23 of the Penal Law:

"23. (a) a body corporate shall bear crimitialbility-

(1) Under section 22 (enhanced liability), if thifemce was committed by
person in the course of performance of his funditiote body corporate;
(2) for an offence that requires criminal intentreegligence to be proven, if
under the circumstances of the case and in the tfthe position, authority
and responsibility of the person in the manageroétite affairs of the body
corporate- the act by which he committed the o#ehés criminal intent of
his negligence are to be deemed the act, the cainmitent or the negligenc
of the body corporate.

(b) If the offence consists of an omissitie obligation to perform
being directly that of the body corporate, thersliall be immaterial
whether the offence can or cannot be related ajsa tertain officer of
the body corporate.”

('DU

a
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Can corporate
liability be applied
where the
infringement is
committed for the
benefit of that
legal person as
result of lack of
supervision or|
control by persons
who occupy a
leading  position
within that legal
person.

Pursuant to section 23 of the Penal Law (cited eppasorporate liability can
be applied where the infringement is committedtfe benefit of that lega
person as a result of lack of supervision or cdrityopersons who occupy
leading position within that legal person.

a
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DNFBPs

Please specify
whether the
obligations apply|
to all natural and
legal persong
trading in all goodsg
where  payments
are made in cash i
an amount of #
15 000 or over.

The draft bill for the Prohibition of Money Laundsy Law (Amendment No
7), intends to make the prohibition on money laumderegime applicable t
the precious stones traders sector, accordingemiational standards.
The draft bill proposes to impose obligations déritification, registration
and reporting on the sector of traders of precistmies, regarding the
. performance of transactions of precious stones xohange of money
;](defined as “cash, bank checks and travelers’ digand that is as part of
the work battle against money laundering, by retmgnof the fact that thes
obligations were intended to prevent the performasfanoney laundering by
means of purchasing precious stones.
The definition of “trader of precious stones” irettiraft bill is —a person who
deals with the transferring or receiving of the evahip of precious stones
through an occupation, even if it is not his ongcwapation, providing that
during a calendar year he has performed transactibiprecious stones agn
the amount that exceeds 50,000 NIS (approximat@)9QaD €) in money (a
defined above).

O

D

4

6. Statistics

a. Please complete - to the fullest extent possibléhe following tables:

* All amounts are in EUR (exchange rate — 5.44 MISE])

2007
Investigations Prosecutions Convictions Proceeds Proceeds Proceeds
9 (final) frozen seized® confiscated*
amount amount amount
cases| persons| cases| persons| cases| persons| cases (in cases (in EUR) cases (in
EUR) EUR)
ML 31 106 16 52 11 21 - - 10 | 5,018,382 3 862,684
FT 3 4 2 7 - - 1 5,515 1 71,875 - -

10 According to information received from IP.

1 According to information received from the prosémuit
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2008

L . Convictions Proceeds . Proceeds
Investigations Prosecutions N Proceeds seizeld : 3
(final) frozen confiscated
amount
cases| persons| cases| persons| cases| persons| cases (in cases gmount cases f_;\mount
EUR) (in EUR) (in EUR)
ML | 48 126 8 35 10 22 - - 9 |952853% | 4 |1,58265%
FT'®| 2 16 1 2 2 6 3| 156,433 - - 2 163,787
2009
Investigations Prosecutions Convictions Proceeds Proceeds Proceeds
9 (final) frozen seized® confiscated®
2ol amount amount
cases| persons| cases| persons| cases| persons| cases EEIJnR) cases (in EUR) cases (in EUR)
ML | 29 65 8 19 5 13 - - 6 1,546,930, 3 555,147
FT 1 1 2 2 1 1 - - - - 1 1,838"
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 monitoringtiees than are listed (e.g. dealers in real

2 According to information received from IP.

13 According to information received from the prostm.

1 1n addition, 8 apartments, 3 cars, 8 shops and®gjlland were seized but have not yet been sold o

evaluated.

51n addition, 4 apartments have been confiscatedhdne not yet been sold or evaluated.

16 Many FT investigations are performed in the ocedgerritories and are not included in the stassti
791,912 EUR of the sum is a fine.

18 According to information received from IP.

19 According to information received from the prostm.

% |n addition, 7 vehicles (including luxury cars) kabeen confiscated but have not yet been sold or

evaluated.

21 The sum received is a fine.
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estate, supervisory authorities etc.), please adbdr rows to these tables. If some listed emtitie
are not covered as monitoring entities, pleaseiatfioate this in the table.
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 besretated by other bodies, e.g. the police.
“Cases openédefers only to those cases where an FIU does rtiane simply register a report
or undertakes only an IT-based analysis. As thassification is not common in all countries,
please clarify how the term “cases open” is undexstn your jurisdiction (if this system is not
used in your jurisdiction, please adapt the tablgour country specific system).
* Dissemination of information from IMPA to the iR the framework of the interagency “fusion center”

was not included in the tables below.

2007
Statistical Information on reports received by theFIU Judicial proceedings
notifications
reports about cases
o to law o "
suspicious opened indictments convictions
reports about _ enforcement/
L . transactions by FIU
Monitoring transactions prosecutors
entities, e.g. above ML FT ML FT
threshold (1)
ML | FTIML|FT | ML [ FT e 8 e 2 |g |2 |g | 2
« |2 lc [ 2 |g |2 |& | @2
(&) [} (&) [<5) (&) (5] (&) [}
o o o o
commercial banks 675,086 12,678 5
Credit cards company 0 12
insurance companies 6,445 774
Members of the stock exchange 3,494 22
portfolio managers 39,361 10
Postal Bank 2,069 318
Provident funds 3,304 6
providers of currency services 119,278 20
Trust company 437 77
Total 849,474 113917 5 | 459| 47| 205 | 29| 8 | 27 | - - | 5 | 13| - -
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2008

Statistical Information on reports received by theFIU

Judicial proceedings

notifications
reports about cases
7 to law _— I
suspicious opened f t/ indictments Convictions
transactions by FIU enforcemen
reports about y prosecutors
Monitoring transactions
entities, e.g. above ML FT ML FT
[%)] (2] (2] (2]
threshold (D) | vy | pr|me [Fr M | T | 81 518 5] 8 2|3 &
2] a (2] " 2] n 2] n
] = ] — [ — [ b
o () o (] (&) (] (&) (]
o o o o
commercial banks 934,791 19338 6
Credit cards company 5,512 653
insurance companies 3,180 1,092
Members of the stock exchange 2,629 32
portfolio managers 38,933 1
Postal Bank 3464 317
Provident funds 886 36
providers of currency services 129,566 19
Trust company 417 93
Total 1,115,914 | 21591 6| 369 112 152 38|44 |14|1 | 1|5 | 14] 1| 1
2009
Statistical Information on reports received by theFIU Judicial proceedings
notifications
reports about cases
o to law - -
suspicious opened indictments Convictions
Transactions* | by FIU ** SBEETTEY
- reports apout prosecutors**
Monitoring transactions
entities, e.g. above ML FT ML FT
* (2} 9] 1) 1)
threshold (" \ vy | g7 ML |FPT M | FT | 81 S| 81 S8 5] 8 &
2} %) 12} 7} ) 7} ) 7}
© = © = o = ® b
o (] o () (8] (] (8] (]
o o o o
commercial banks 440,760 13,217 4
Credit card company 7,020 273
insurance companies 1,834 587
Members of the stock exchange 1,243 111
Portfolio managers 22,692 14
Postal Bank 1,560 224
Provident funds 167 29
providers of currency services| 96,725 21
219 | 28 131 22 2 - - 4 9 - -
Trust company 136 26
Total 532,137 14,502 4

* Data updated 29 July, 2009
**Data updated 20 Aug, 2009
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1.
CFT system

IIl. APPENDICES

APPENDIX | - Recommended action plan to improve the AML /

AML/CFT System

Recommended Action (listed in order of priority)

1. General

No text required

2. Legal System and Related
Institutional Measures

2.1 Criminalisation of Money
Laundering (R.1 & 2)

Amend list of predicate offences to include piraoyd
environmental crimes and remove threshold approac
section 4.

Review the need for the disapplication of the cphad
“willful blindness” within Section 4 PMLL and itgripact
on effectiveness.

2.2 Criminalisation of Terrorist
Financing (SR.I)

h

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

Amend legislation on confiscation and provisio
measures to include full range of relevant predi
offences.

Improve effectiveness in respect of confiscation tfee
full range of predicate offences.

nal
cat

2.4 Freezing of funds used for
terrorist financing (SR.III)

Fully implement S/C Res. 1267 (1999) and 1452 (200!
Produce comprehensive and focused guidance tociaila
institutions as to their obligations under Secu@yuncil
Resolutions.

Review effectiveness after the recent promulgatibthe
PTFL Regulations.

n

2.5 The Financial Intelligence
Unit and its functions (R.26)

Grant direct access for IMPA to relevant law enéonent
and administrative information to enhance its eficy
as an analytical unit

Improve timeliness of reports to and from IMPA..

2.6 Law enforcement,
prosecution and other compete
authorities (R.27 & 28)

More fully exploit FIU intelligence and acted upas
appropriate to enhance effectiveness.

2.7 Cross Border Declaration &
Disclosure

Include all bearer negotiable instruments in clossier
declarations.

Lower the threshold declaration
immigrant rules.

regime under

the

3. Preventive Measures —
Financial Institutions

3.1 Risk of money laundering o
terrorist financing

3.2 Customer due diligence,

vere

Ensure requirements on numbered accounts are cb
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including enhanced or reduced
measures (R.5 to 8)

by law or regulation.

Amend legislation to include investment relatedumasice
activities for CDD purposes.

Provide obligation for the Postal Bank to take C
measures below the applicable thresholds.

Amend Orders to bring the threshold concerning rersy
and Insurance Agents for identification in line hwithe
Methodology.

Amend Orders to specify the lower limit of USD 100
for CDD measures in occasional wire transfers.
Require by law or regulation financial institutions
pursue due diligence where it has doubts regarthieg
veracity or adequacy of previously obtained custo
identification data.

Amend the Insurer and Insurance Agent Order
Provident Fund Order to bring the thresholds ie lvith
the FATF limits for verification.

Require by law or regulation the obligatory veitfion of
beneficial owners or holders of controlling intéses
Fully reflect in practice both identification arf
verification in higher risk situations.

Provide explicit obligation for financial obligatis to
obtain information on the purpose and intendedreabd
the business relationship.

Provide in law or regulation the requirements tguza
ongoing due diligence for financial institution$et than
banking corporations. For banking corporations fisis
now covered in ‘other enforceable means’. It shdudd
covered in law or regulation.

Remove the exemption regarding registering an raqr
rabbinical pleader or account as a beneficiary of
account, as set out in the Banking Order.

Ensure that Recommendation 5 is effectiv
implemented by the Postal Bank, Insurance se
Provident Funds and Money Service Businesses.
Extend by law, regulation or other enforceable rsehe
definition of a PEP beyond banking corporations
Amend PEPs requirements to include family memk
and close associates of PEPs.

Provide by law or regulation or other enforceabkeans
full senior management approval for establishingjtess
relationships with PEPs for banking corporations.
Ensure senior management approval for continuaiio
business where a customer is subsequently foube
PEP or becomes a PEP.

Ensure new correspondent relationships are apprbye
senior management.

Ensure criteria 7.4 and 7.5 are required by lagulaion
or other enforceable means.

Ensure effective implementation internal policie$

me

and

nd

ely
ctor,

hers

d

banking corporations to prevent the misuse

of
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technological developments in ML/CFT schemes.
Ensure adequate enforceable measures which
FATF Recommendations and apply for the non-ban
sector.

cover
.ng

3.3 Third parties and introducec
business (R.9)

)

3.4 Financial institution secrecy
or confidentiality (R.4)

3.5 Record keeping and wire
transfer rules (R.10 & SR.VII)

Remove thresholds for retention of documentation.
Establish requirements to retain all documentsriog
the details of all transactions carried out by ¢hent in
the course of an established business relationship.
Provide a general requirement also to re
documentation longer than 5 years where requestexd
competent authority.

Ensure those parts of R.10 which are asteriskether
Methodology are covered in respect of the PostakBa
law or regulation.

Establish enforceable obligations to require “fu
originator information to accompany cross-borderey
transfers for the Postal Bank and other relevamt-
banking institutions.

Amend the Postal Bank Order to bring the loy
threshold of NIS 50,000 in line with the requirenseaof
SR.VILI.

Establish enforceable requirements for each inteiang
and beneficiary financial institution in the payrhehain
to ensure that all originator information that aopanies
a wire transfer is transmitted with the transfer.
Establish an enforceable requirement to adopt &f&e
risk-based procedures for identifying and handhvige
transfers that are not accompanied by completenartioy
information.

ain
b

I
/

ver

A4

3.6 Monitoring of transactions
and relationships (R.11 & 21)

Establish enforceable requirements for all finan

cia

institutions  (portfolio managers, stock exchange

members, insurance companies, provident funds, yn
service businesses and the Post Bank) to condgoirum
due diligence in respect of all complex, unusuatide
transactions or patterns of transactions that hawe
apparent or visible economic or lawful purpose.
Amend all Orders to include examination in writioigthe
purpose and intent of complex, unusual large ticticsss
explicitly.

one

Amend all Orders to require the findings of the

examinations to be kept available for compet
authorities for at least five years.

Extend the requirement in Criteria 21.1 to bey
banking corporations.

Provide clear requirements to examine as far asilpes
the background and purpose of transactions

ent

pnd

with

countries (which do not, or insufficiently, apphetFATF
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Recommendations or where there are AML/C
weaknesses) which have no economic or visible Ia
purpose, and provide specific requirements for il
institutions to set forth their findings in writingnd to
keep the findings available to assist compe
authorities.

Ensure that appropriate counter-measures can e
where a country continues not to apply or insudficly
applies FATF Recommendations.

3.7 Suspicious transaction
reports and other reporting
(R.13-14, 19, 25 & SR.IV)

Israel needs to remove the thresholds in some ef
orders.

Review level of reporting from non financial instibns
and undertake outreach as necessary.

Review the overall effectiveness in relation to
timeliness of the reporting system generally.

Ensure all related information (in financial instibns
other than banking corporations) is covered bytiphgng
off provisions.

Delete s.10 (b) PTFL to avoid any confusion ash®
mandatory nature of STR reporting on FT to the FB
provided for in s.48 PTFL.

Ensure attempted FT transactions are explicitlyeoed.
Ensure thresholds from the Orders covering S
reporting.

FT

wfu

tent

tak

th

the

RIV

3.8 Internal controls
compliance, audit and foreig

branches (R.15 & 22)

Provide generally enforceable requirements to:

— establish and maintain internal procedures, pdi
and controls to prevent money laundering and
communicate them to employees in non-bank
sector;

— designate compliance officers at management lev
the non-banking financial sector;

- ensure compliance officers have timely access
information;

— maintain an adequately resourced and indeper
audit function to test compliance with AML/CH
procedures, policies and controls in the non-ban
financial sector;

— establish ongoing employee training outside ban
corporations;

— putin place screening procedures;

— ensure high standards when hiring employees.

Israel needs to provide a general enforceable atiig

for all financial institutions to ensure their fage

branches and subsidiaries observe AML/CFT meas
consistent with home requirements and the FA

Recommendations to the extent that host countrys
and regulations permits

Provide enforceable obligations requiring financ

institutions to pay particular attention in respettheir
foreign branches and subsidiaries based in cosrne

cie
to

ing

eli

J (0]

dent
T
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ng

ures
A\TF
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al

do not or insufficiently apply FATF Recommendatipng
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Provide for enforceable obligations to ensure thlagre

minimum AML/CFT requirements of the home and host

countries differ, branches and subsidiaries in
countries should be required to apply the highandrd
to the extent that local (i.e. host country) lawsd
regulations permit;

Provide a general enforceable obligation to infdira

home country supervisor when a foreign branch
subsidiary is unable to observe appropriate AML/C

measures.

nost

je)

or
FT

3.9 Shell banks (R.18)

Although the examiners were advised that shell balk
not part of Israeli practice, Israel should consigdanore
explicit prohibition on the establishment or thentioued
operation of shell banks.

Provide a specific enforceable obligation to reguir

financial institutions to satisfy themselves thegponden
financial institutions in a foreign country do np¢rmit
their accounts to be used by shell banks.

3.10 The supervisory and
oversight system - competent
authorities and SROs. Role,
functions, duties and powers
(including sanctions) (R.23, 29,
17 & 25)

Israel should reconsider reliance upon outsourafg

supervision of AML/CFT in the Ministry of Financec
Ministry of Communication should be reconsidered.

Introduce a mechanism for ensuring that an appatgori
is consistently

and sufficient level of supervision
implemented across the whole financial sector.

Ensure effective supervision in MSBs and the Pqstal

Bank.

Provide sufficient guidelines to the financial seqt

regarding CFT issues.
Comprehensive guidance must also be given on P

issues to the Postal Bank, the insurance and oy

funds sector and the money service businesses.
Ensure guidance is coordinated across the fina
sector.

More case specific feedback must be available.
Publish guidelines for DNFBP.

MLL
d

ncial

3.11 Money value transfer
services (SR.VI)

Review the compliance of MVT service operators with
CDD standards in the light of the issues raiseccuRds.

4. Preventive Measures —
Non-Financial Businesses and
Professions

4.1 Customer due diligence anc
record-keeping (R.12)

i o

Implement CDD obligation for real estate agents|els
in precious metals and stones, trust and companicee
providers, lawyers, notaries, other independeralleg
professionals and accountants.

4.2 Suspicious transaction
reporting (R.16)

Provide for reporting obligations upon real estgents,
dealers in precious metals, trust and company =
providers, lawyers, notaries, other independentall

professionals and accountants. (Recommendation 13).

rvi
g
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Extend the associated requirements in Recommemds
14, 15 and 21 to DNFBP.

4.3 Regulation, supervision ang
monitoring (R.24-25)

Ensure that DNFBP are subject to effective systéans
monitoring and ensuring compliance with AML/CK

obligations.

Provide sufficient guidelines to the financial ®#C
regarding CFT issues

Also provide comprehensive guidance on PMLL isgoe
the Postal Bank, the insurance and provident figedsor
and the money service businesses.

Coordinate this guidance across the financial secto
Make more case specific feedback available.

Publish guidelines for DNFBP

4.4 Other non-financial
businesses and professions
(R.20)

Israel should consider extending coverage of DNFBP
beyond those defined by FATF.

5. Legal Persons and
Arrangements & Non-Profit
Organisations

5.1 Legal Persons — Access to
beneficial ownership and contrg
information (R.33)

Review commercial, corporate and other laws witieav
to taking measures to provide adequate transpangitioy
respect to beneficial ownership.

Assess the number of companies on bearer share
take specific measures to ensure that legal pesshith
are able to issue bearer shares are not misuseadoioey
laundering.

5.2 Legal Arrangements —
Access to beneficial ownership
and control information (R.34)

Review information available on the beneficial ovenef
private or foreign trusts.

Provide legal requirements on trust service pragide
obtain, verify and retain records of the trustsytheeate,
including beneficial ownership details.

itio

T

5 and

5.3 Non-profit organisations
(SR.VIII

Perform formal review into the adequacy of the law
Non-Profit Organisations overall had been formg
reviewed.

Conduct an outreach programme to raise awareness.
Israel must ensure that detailed domestic andnatemnal
transaction records are kept.

Review threshold for identification of significasnors.
Clarify gateways for international information simay.

ally

6. National and International
Co-operation

6.1 National co-operation and
coordination (R.31)

6.2 The Conventions and UN
Special Resolutions (R.35 &
SR.I)

Israel needs to make the implementation of somthe
preventive standards in UN International Convenfian
the Suppression of the Financing of Terrorism m
effective.
Implement preventive obligations on other professi
involved in financial transactions as required bg UN
International Convention for the Suppression of

ore

the

Financing of Terrorism.
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Ensure full formal compliance with Security Council

Resolution 1267 (1999).
Address effectiveness concerns given recent praatioly
of the PTFL Regulations.

6.3 Mutual Legal Assistance
(R.36-38 & SR.V)

Amend law to extend the range of offences containgd

Schedule 2 of the 1998 Law.

Review existing law and practices which may actaa
barrier to international co-operation in confisoat
matters.

6.4 Extradition (R.39, 37 &
SR.V)

6.5 Other Forms of Co-operatio
(R.40 & SR.V)

Ne

Review restrictions to FIU access to law enforceimen
information.

7. Other Issues

7.1 Resources and statistics
30 & 32)

R.

Increase numbers of supervisory staff in both
Ministries of Finance and Communication as well
improve training provided.

Review for consistency of the presentation of IM&dd
Police statistics.

Make available fully comprehensive statistics odigial
mutual legal assistance as well as complete statieh
administrative international co-operation.

7.2 Other relevant AML/CFT
measures or issues

7.3 General framework —

structural issues
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2. APPENDIX I

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

(6) "beneficial owner" means the natural persom{s) 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:

() the natural person(s) who ultimately owns ontcols a legal entity through direct or indirect
ownership or control over a sufficient percentafjthe 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 @dammunity legislation or subject to equivalent
international standards; a percentage of 25 % @hgesshare shall be deemed sufficient to meet
this criterion;

(i) the natural person(s) who otherwise exercig®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 alreadynb@etermined, the natural person(s) who is the
beneficiary of 25 % or more of the property of gakarrangement or entity;

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

(i) the natural person(s) who exercises contredro25 % 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 naturalspes who are or have been entrusted with
prominent public functions and immediate family ntews, 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 DirectiveOB060/EC, "natural persons who are or have
been entrusted with prominent public functions'lishalude the following:

(a) heads of State, heads of government, miniatetsleputy 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 appeakpt in exceptional circumstances;

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

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

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

2. For the purposes of Article 3(8) of DirectiveOBI60/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 0B06O/EC, "persons known to be close

associates" shall include the following:

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

arrangements, or any other close business relatigtisa 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 bewefitacto of the person referred to in paragraph
1.

4. Without prejudice to the application, on a regasitive basis, of enhanced customer due
diligence measures, where a person has ceasedduatiosted with a prominent public function
within the meaning of paragraph 1 of this Artiobe & 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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