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VI. LIST OF ANNEXES

ANNEX 2 — DETAILS OF ALL BODIES MET ON THE ON-SITE MISSION —
MINISTRIES, OTHER GOVERNMENT AUTHORITIES OR BODIES, PRIVATE
SECTOR REPRESENTATIVES AND OTHERS

*  Minister of Finance

e Unit for Combating Money Laundering (MOKAS)

*  Ministry of Foreign Affairs

»  Ministry of Justice and Public Order

*  Ministry of Interior (Authority for the registrain of Associations and Clubs)
*  Law Enforcement Authorities

*  Central Bank of Cyprus

e Supervisory Authority for the Cooperative Creditigaving Banks

*  Securities and Exchange Commission

e Supervisory Authority for the Insurance Companies

»  District Court of Nicosia

*  Public Prosecutors

*  Registrar of Companies

e Council of the Cyprus Bar Association (Supervis@othority for Lawyers)

* Council of the Institute of Certified Public Accdants — Supervisory Authority for
Accountants/Auditors

* Association of Commercial Banks

*  Association of International Banks

*  Cyprus Financial Services Firms Association

* Insurance Association

STEP (Society of Trust and Estate Practitioners)
* Representatives of the banking sector

* Real Estate agents

» Dealers in precious metals and stones

* Representatives of transfer service companies
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ANNEX 3 - COPIES OF KEY LAWS, REGULATIONS AND OTHER
MEASURES

3.1

THE PREVENTION AND SUPPRESSION OF MONEY LAUNDERING

AND TERRORIST FINANCING LAWS OF 2007 (188(1)/2007)and 2010 (58 (1)/2010)

Section

a bk e

14.
15.
16.

Law No. 188(1)/2007

THE PREVENTION AND SUPPRESSION OF MONEY
LAUNDERING AND TERRORIST FINANCING LAW OF 2007

ARRANGEMENT OF SECTIONS

PART | - INTRODUCTORY PROVISIONS

Short title.
Interpretation.
Prescribed offences.
Laundering offences.
Predicate offences.

PART Il - CONFISCATION ORDERS, INTERIM ORDERS
AND OTHER MEASURES

A. Confiscation Orders

Inquiry in order to determine whether the acdusequired proceeds.
Assessing the proceeds from the commissiorpoédicate offence.
Confiscation order.

Procedure for enforcing a confiscation order.

Procedure for enforcing an order for the caafiion of means.
Procedure to issue a confiscation order.

Amount to be recovered under a confiscatioerord

Realizable propertpreferential debts and prohibited gifts.

B. Temporary Orders
Restraint order discharge or variation of &ra@® order and appointment of a receiver.

Charging order, discharge or variation of argimg order.
Cancellation of restraint and charging orders.
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C. Other measures

17. Appointment of a receiver following the issde@aonfiscation order.

18. Order for sale of bonds.

19. Application of proceeds from the realizatiorpodperty.

20. General principles in exercising certain powers

21. Variation of a confiscation order.

22. Bankruptcy of the accused.

23. Winding up of a company holding realizable .

24. Liability and remuneration of the receiver.

25. Compensation.

26. Special defences for persons assisting andtihehe commission of laundering offences and
financing of terrorism offences.

27. Other offences in connection with launderind ainancing of terrorism offences.

28. Confiscation order where the accused has diabsconded.

29. Power to set aside a confiscation order wheretcused who had absconded returns.

30. Variation of a confiscation order made undetisa 28.

31. Prohibition of publicizing information.

D. Freezing and confiscation orders of propegaiast an absent suspect

32. Freezing order of property against an absespes.
33. Confiscation of property order against an absespect.
34. Compensation paid to an absent suspect agetiosh an order for the freezing or confiscation of

his property was made.

PART Ill - RECONSIDERATION AND REVISION OF
CONFISCATION ORDERS

35. Reconsideration of a case.
36. Re-assessment of proceeds.

PART IV - INTERNATIONAL CO-OPERATION

37. Interpretation of principal terms.
38. Procedure for the enforcement of foreign orders
38.A. Transmission to a foreign country of an ordelissued on the basis of the provisions of this
law.
39. Effect of registration.
40. Cancellation of registration.
41. External order shall be binding.
42. Amount of an order.
43. Implementation of the provisions of this lawfaneign orders.
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43.A.
43.B.
43.C.
43.D.
43.E.
43.F.
43.G.
43.H.
43.1.

43.J.

43.H.A.
43.H.B.
43.H.C.
43.H.D.
43.H.E.
43.H.F.
43.H.G.
43.H.A.

44,
45,
46.
47.
48.
49.

50.
51.
52.
53.

54.
55.
56.
57.

PART IV A. — CO-OPERATION WITH MEMBER STATES

Interpretation of terms.

Transmission to a Member State of an order $sled on the basis of the provisions of this law.
Procedure for the enforcement of freezing aronfiscation orders within the Republic.
Multiple requests for the enforcement of com§cation orders.

Reasons for non-enforcement of a freezing ced

Reasons for non-enforcement of a confiscatiander.

Deadline for the production or completion ofhe certificate.

Notification of the decision refusing execubn or of the impossibility to execute.
Reasons for postponement of execution of aeezing order.

Reasons for postponement of execution of anfiscation order.

Effect of registration.

Termination of execution of a confiscatiomrder.

Cancellation of registration.

Freezing or confiscation orders shall be bding.

Currency of freezing order or confiscatiororder

Implementation of the provisions of this lav in freezing orders and confiscation orders.
Reimbursement of paid sums.

Effect of registration.

PART V - ORDERS FOR THE DISCLOSURE OF INFORMATO

Interpretation of terms.

Order for disclosure.

Conditions for the making of an order for distire.
Information contained in a computer.

Offences in relation to the disclosure of infation.
Exception from the restriction on the disclesof information.

PART VI - SUMMARY INQUIRY

Conduct of summary inquiry.
Procedure to be followed.
False statements.

Enforcing a pecuniary penalty.

PART VII - UNIT FOR COMBATING MONEY LAUNDERING ADVISORY
AUTHORITY FOR COMBATING MONEY LAUNDERING

Composition of the Unit for combating Money hdering.
Functions of the Unit.

Composition of Advisory Authority.

Powers of the Advisory Authority.

7
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58.
59.
60.
61.
62.
63.
64.
65.
66.
67.
68.

68.A.

68.B.
68.C.

68.D.

69.
70.
71.

72.
73.
74.
75.
76.
77.
78.
79.

PART VIII - SPECIAL PROVISIONS IN RESPECT OF
FINANCIAL AND OTHER BUSINESS ACTIVITIES

Procedures for preventing Money Laundering Begorist Financing.

Supervisory Authorities.

Application of customers due diligence and iidieation procedures.

Ways of application of customer due diligenad @lentification procedures.

When to apply customer due diligence and ifleation procedures.

Simplified customer due diligence and identificn procedures.

Enhanced due diligence measures.

Transactions on behalf of another person.

Prohibition from co-operating with a shell bamkkeeping anonymous accounts.
Performance by third parties.

Record keeping.

Due diligence and customer identification proedures and record keeping for countries
outside the European Economic Area.

Timely response to enquiries of the Unit oihie Supervisory Authorities.

Offence of providing false or misleading eviehce or information and false or forged
documents.

Definition of co-ordinator in a financial busness group.

Internal procedures and reporting to MOKAS.

Refrain from carrying out suspicious transartibefore informing the Unit.

Non-execution or delay in executing transacfion the account of a customer by a person
engaged in financial or other business activities.

Application of civil proceedings.

Setting aside of gifts.

Extradition of a person who has committed agibed offence.

Service of orders.

Statistical Data.

Rules of Court.

Repeal and Reservation.

Date of Enforcement of the present Law.
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A LAW WHICH CONSOLIDATES AND REVISES THE PREVENTION
AND SUPPRESSION OF MONEY LAUNDERING
ACTIVITIES

PART | - INTRODUCTORY PROVISIONS

1. This Law may be cited as the Prevention anc&gsion of Money Laundering and
Terrorist Financing Law of 2007.

2.-(1) For the purposes of this Law, unless thded otherwise requires- Interpretation.

"Advisory Authority" means the Advisory Authorityof Combating Money
Laundering and Terrorist Financing which is estdi#d under section 56;

"Asset Recovery Office" means the asset recoveryfafe as it is defined in
the Council Decision 2007/845/JHA of 6 December 2D0concerning
cooperation between Asset Recovery Offices of thedvhber States in the

field of tracing and identification of proceeds fran, or other property
related to, crime.

"Attorney-General" means the Attorney-General ef Republic;

“beneficial owner” means the natural person or ratpersons, who ultimately
own or control the customer and/or the natural geren whose behalf a

transaction or activity is being conducted. Thedjieial owner shall at least
include:

(a) In the case of corporate entities:

(i) the natural person or natural persons, whionaliely own or control a
legal entity through direct or indirect ownership control of a
sufficient percentage of the shares or voting sghtthat legal entity,
including through bearer share holdings, a percentdé 10% plus one
share be deemed sufficient to meet this criterion;

(i) the natural person or natural persons, wheetise exercise control
over the management of a legal entity.

(b) In the case of legal entities, such as foundatand legal arrangements,
such as trusts, which administer and distributel$un

(i) Where the future beneficiaries have alreadynbéetermined, the

natural person or natural persons who is the benegfi of 10% or
9
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more of the property of a legal arrangements datyent

(i) Where the individuals that benefit from thegé& arrangement or entity
have not yet to be determined, the class of pergornghose main
interest the legal arrangement or entity is setrupperates;

(i) The natural person or natural persons whor@se control over 10%
or more of the property of a legal arrangementntitye

"bonds" includes shares, debentures and other isesuissued by a legal
person irrespective of whether they constitute agd on the property of the
said legal person;

“business relationship” means a business, profeakicmr commercial

relationship which is connected with the profesaloactivities of persons
engaged in financial and other business activiliesaccordance with this
section and which is expected, at the time whenctmact is established, to
have an element of duration.

“countries of the European Economic Area” means KemState of the

European Union or other contracting state which fgrty to the agreement for
the European Economic Area signed in Porto on thefaVlay 1992 and was

adjusted by the Protocol signed in Bruxelles on 18 of May 1993, as

amended.

"civil proceedings" means any proceedings of al ciature which are not of a
criminal nature;

"conclusion of criminal proceedings" with its cogmaxpressions means-

(a) the withdrawal of a charge under section B1he Criminal Procedure
Law; Cap. 155.
93 of 1972
2 of 1975
12 of 1975
41 of 1978
162 of 1989
142 of 1991
9(l) of 1992
10(1) of 1996
89(l) of 1997
54(1) of 1998.

(b) the entering of nolle prosequi under sectiba af the Criminal Procedure
10
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Law;

(c) the acquittal of the accused by the couffiref instance or on appeal by
the Supreme Court;

(d) pardon by the President of the Republic;

(e) sentencing for a prescribed offence withtwt issue of a confiscation
order;

(f) the full compliance with a confiscation ordsther by paying the amount
due or by serving the term of imprisonment in l@fupayment of the
amount due;

"court" means an assize court or a district cautthe exercise of its criminal
jurisdiction and for the purposes of section 38o¢edure for the enforcement

of foreign orders) has the meaning ascribed to Rart IV of this Law;

"criminal proceedings" means any criminal procegslimvithin the meaning
ascribed thereto in the Courts of Justice Law;

11

14 of 1960
50 of 1962
11 of 1963
8 of 1969
40 of 1970
58 of 1972
1 of 1980
35 of 1982
29 of 1983
91 of 1983
16 of 1984
51 of 1984
83 of 1984
93 of 1984
18 of 1985
71 of 1985
89 of 1985
96 of 1986
317 of 1987
49 of 1988
64 of 1990
136 of 1991
149 of 1991
237 of 1991
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“credit institution” means every credit institutievithin the meaning of section
4 (1) of the Directive 2006/48/EC of the EuropeaarliBment and of the
Council of 14" June 2006 on the taking up and pursuit of thertmssi of credit
institutions.

“‘customer” means a person aiming to conclude anlegsi relationship or
conduct a single operation with another person gegjan financial or other

business activities in or from the Republic.

"dividend" includes interest, any kind of incomerided from securities and
any income derived from the distribution of profifsa unit trust;

"drug trafficking offence" means an offence comadttn contravention-

of sections 4, 5, 5A, 6, 7, 7A, 9, 10, 12, 20, 22, 25 and 26 of the
Narcotic Drugs and Psychotropic Substances Law;

(@)

(b) of sections 106f the Customs and Excise Law;

12

42(1) of 1992
43(1) of 1992
102(I) of 1992
26(1) of 1993
82(I) of 1995
102(I) of 1996

4(1) of 1997
53(1) of 1997
90(l) of 1997
27(1) of 1998
53(I) of 1998.

29 of 1977
67 of 1983
20(I) of 1992.
5(1) of 2000
4(1) of 2001
9(l) of 2003
146(1) of 2005.

82 of 1967
57 of 1969
4 of 1971
45 of 1973
12 of 1977
104 of 1987
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98 of 1989

5 of 1991.

2(a) of 41(1)
of 1998.

(c) of sections 20 (c) and 20(d) of the Crimin@d€ in connection with theCap. 154.

commission of any of the offences referred to irageaphs (a) and (b)
above;

(d) of section 370 of the Criminal Code in corti@twith the commission of
any of the offences referred to in paragraph (d)(amabove;

13

3 of 1962

43 of 1963
41 of 1964
69 of 1964
70 of 1965

5 of 1967

58 of 1967
44 of 1972
92 of 1972
29 of 1973
59 of 1974

3 of 1975

13 of 1979
10 of 1981
46 of 1982
86 of 1983
186 of 1986
111 of 1989
236 of 1991
6(1) of 1994
3(1) of 1996
99(I) of 1996
36(1) of 1997
40(1) of 1998
45(1) of 1998
15(1) of 1999
37(1) of 1999
38(I) of 1999
129(1) of 1999
30(I) of 2000
43(1) of 2000
77(1) of 2000
162(1) of 2000
169 (1) of 2000.



Report on fourth assessment visit of Cyprus - Annexes - 27 September 2011

(e) of section 371 of the Criminal Code in cortimcwith the commission of
any of the offences referred to in paragraph (ayap

“E.U. Directive” means the Directive 2005/60/ECtb&é European Parliament
and the Council of 26 October 2005 on the preventib the use of the
financial system for the purpose of money laundgand terrorist financing.
“Financial business” includes the following:

(a) Acceptance of deposits by the public.

(b) Lending money to the public.

(c) Finance leasing, including hire purchaserfaiag.

(d) Money transmission services.

(e) Issue and administration of means of paynserth as credit cards,
travellers’ cheques, bankers’ drafts and electramoey.

(f) Guarantees and commitments.
(g) Trading in one’s own account or on accourdrmdther person in-

() Stocks or securities including cheques, bilfsexchange, bonds,
certificates of deposits;

(i) foreign exchange;

(i) financial futures and options;

(iv) exchange and interest rate instruments;

(v) transferable instruments.
(h) Participation in share issues and the prowisif related services.
() Consultancy services to enterprises concerrheir capital structure,
industrial strategy and related issues and consujtaservices as well as
services in the areas of mergers and acquisitibhesinesses.

() Money broking;

14
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(K) Investment services, including dealing in datments, managing
investments, giving investment advice and estailgshand operating
collective investment schemes. For the purposethisf section, the term
“investments” includes long-term insurance consacivhether or not
associated with investment schemes.

() Safe custody services.
(m) Custody and trustee services in relatiortdoks.
(n) Any of the services and activities-

0] which are defined in Part | and 1l of thhird Annex of the
Investment Services and Activities and Regulatedkieta Law
which are from time to time in force and which gm®vided in
relation to financial instruments listed in Part df the same
Annex.

(i)  which are defined in sections 41 and 100tloé Open-Ended
Undertaking for Collective Investment in Transfdeal$ecurities
and Related Issues Law.

(o) Agent for the conclusion of insurance policies.

(p) Without prejudice to the generality of paragrgphs (d) and (e), any of 128(1)/2009
the services determined in the Annex of the Paymei8ervices Law, 128(1)/2010
as it stands.

"government stocks" includes development bondsytstesm government

bonds without interest, saving bonds and any atbeurity issued in the name
of a specific person but does not include a sabimgd or any other security
which is not issued to the bearer;

"immovable ownership or property" has the same mnggas in the Immovable
Property (Tenure, Registration and Valuation) Law; Cap. 224.
A3 of 1960
78 of 1965
10 of 1966
75 of 1968
51 of 1971
2 of 1978
16 of 1980
23 of 1982
15
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"instrumentalities" means any property used ornidésl to be used, in any
manner, wholly or in part, to commit a prescribéece;

"laundering offences" (or money laundering offenasknown internationally)
means the offences referred to in section 4;

"movable property or movables" means any propeltigivis not immovable;
“other activities” includes the following:

(a) Exercise of professional activities by audit@sternal accountants and tax
advisors, including transactions for the accountttedir customers in the

context of carrying out financial business

(b) Exercise of professional activities on betwdlindependent lawyers, with
the exception of privileged information, when thgayticipate, whether-

(i) by assisting in the planning or executiontrainsactions for their
clients concerning the-

(aa) buying and selling of real property or busgentities;
(bb) managing of client money, securities or otsets;

(co) opening or management of bank, saving ouriiéees
accounts;

(dd) organisation of contributions necessarythar creation,
16

68 of 1984
82 of 1984
86 of 1985
189 of 1986
12 of 1987
74 of 1988
117 of 1988
43 of 1990
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30(I) of 1992
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operation or management of companies;

(ee) creation, operation or management of trustsipanies or
similar structures.

(i) by acting on behalf and for the account ogithclients in any
financial or real estate transaction.

(c) Dealing in real estate transactions, condudigdreal estate Agents,
according to the provisions of the Real Estate Agjeaccording to the
provisions of the Real Estate Agents Law, whichferm time to time in force.

(d) Trading in goods such as precious stones talsjavherever payment is
made in cash and in an amount of €15.000 or manether the transaction is
executed in a single operation or in several omeratwhich appear to be
linked.

(e) The following trust services and company sEwito third parties:
() forming companies or other legal persons;

(i) acting as or arranging for another persoratt as a director or
secretary of a company, a partner of a partnership similar
position in relation to other legal persons;

(iif) providing a registered office, business addecorrespondence or
administrative address and other related servirea Eompany, a
partnership or any other legal person or arrangeémen

(iv) acting as or arranging for another persondb as a trustee of an
express trust or a similar legal arrangement;

(v) acting as or arranging for another persondbeas a nominee
shareholder for another person;

“person” means natural or legal person.

“politically exposed persons” means the naturakpes who have their place
of residence in another European Union Member State third counties and

who are or have been entrusted with prominent pukinctions and their

immediate family members or persons known to bseclassociates of such
persons.

"predicate offence” means the offences referred section 5;
17
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"prescribed offences” means the offences refeoaa $ection 3;

“proceeds” means any kind of property or econongindfit which has been
generated directly or indirectly from the commissas a predicate offence.

"property” means movable and immovable properhether situated in the
Republic of Cyprus or abroad.

"Republic" means the Republic of Cyprus;
"Supervisory Authorities" means the authoritieabkshed under section 59;

“Shell bank” means a credit institution or an ihgion engaged in equivalent
activities incorporated in a jurisdiction which lias no physical presence,
involving meaningful mind and management, and wiéctnaffiliated with a
regulated financial group.

“single operation” means any transaction other thamnsaction carried out in
the course of an established business relatiorishiped by a person acting in
the course of financial or other business.

“Terrorist financing offences” means the offencesirted in section 4 of the
International Convention for Combating Terrorish&icing (Ratification and
other provisions) Law No. 18(111/2005.

“Trust” has the same meaning given to this ternthayTrustees Law, Cap. 193
and includes trust.

"Unit" means the Unit for Combating Money Launderiastablished under
section 54;

"unit trusts" means any trust established for tingpse or having the effect of
providing for persons having funds available forastment facilities the right
of participation as beneficiaries under the trasamy profits or income arising
from the acquisition, management or disposal off@operty whatsoever;

(2) The words and phrases set out in the firatroal are interpreted in the sections of
this Law set out in the second column:

Appeal 37
Charging order 15
Company 21
Confiscation order 8

18
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3)

prescribed offence instituted before the commencewighis Law.

External order

Family of the accused

Financial position of the accused
Freezing order

Information

Interference with property
Making a gift

Order for sale of bonds

Order for the disclosure of information
Pecuniary penalty

Preferential debts

Privileged information

Proceeds of prescribed offence
Prohibited gift

Realizable property

Restraint order

Value of gift

Value of property

37
49
49
32
44
14
13
18
45
8(2)
13
44

13
13
14
13
13

References in this Law to offences includeentes committed before the
commencement of this Law, but the courts have tigatipn to exercise any of the powers
conferred on them by this Law in connection witbreminal case for the commission of a

2(b) of 41(1)
of 1998.

3. This Law shall have effect in relation to tHéences referred to below and which foPrescribed

the purposes of this Law shall be referred to asgibed offences:

(@)
(b)

laundering offences;

predicate offences.

4.-(1) Every person who-

(@)

offences.

Laundering
offences.

knows or b) at the material time ought toehé&mown that any kind of property
constitutes proceeds from the commission of a pateioffence, carries out the following
activities:

() converts or transfers or removes such propefty the purpose of
concealing or disguising its illicit origin or ofsisting in any way any
person who is involved in the commission of thedprate offence to

19
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carry out any of the above actions or acts in ammgroway in order to
evade the legal consequences of his actions;

(i) conceals or disguises the true nature, therce, location, disposition,
movement of and rights in relation to, property cavnership of this

property;
(i) acquires, possesses or uses such property;

(iv) participates in, associates, co-operatessgioas to commit, or attempts to
commit and aids and abets and provides counsedingdvice for the
commission of any of the offences referred to above

(v) provides information in relation to investigats that are carried out for
laundering offences for the purpose of enablingpirson who acquired
a benefit from the commission of a predicate oféerto retain the
proceeds or the control of the proceeds from thenaizsion of the said
offence,

commits an offence punishable by fourteen yeargrisonment or by a pecuniary penalty
of up to Euro 500.000r by both of these penalties in the case of (@valandby five
years’ imprisonment or by a pecuniary penalty otaiEuro 50.00®r by both in the case
of (b) above.

(2) For the purposes of subsection (1)-

(a) it shall not matter whether the predicate rfteis subject to the jurisdiction of the
Cyprus Courts or not;

(b) a laundering offence may be committed by tfiendlers of a predicate offence as
well;

(c) the knowledge, intention or purpose whioh i@quired as elements of the offences
referred to in subsection (1) may be inferred fraijective and factual
circumstances.

5. Predicate offences are: Predicate
offences.

(@) All criminal offences punishable withprisonment exceeding one year, as a
result of which proceeds have been derived whicly manstitute the
subject of a money laundering offence as definegdayion 4.

(b) Financing of Terrorism offencesthese are specified in Article 4 of the
20
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Financing of Terrorism (Ratification and other pedons) Laws of 2001
and 2005, as well as tloellectionof funds for the financing of persons or
organisations associated with terrorism.

(c) Drug Trafficking offences, as these are spedifin section 2 of this law.

PART Il - CONFISCATION ORDERS,
TEMPORARY ORDERS AND OTHER MEASURES

A. Confiscation Orders

6.-(1) A Court which has convicted a person foprascribed offence shall, beforénquiry in order
sentencing, proceed with an inquiry in order teedeaine whether the accused acquired atty  determine

proceeds from the commission of a predicate offebgepplying the procedure set out iwhether the

this Part of the Law or the procedure referrechtBart VI. accused
acquired
proceeds.

(2) For the procedure set out in this Part to jglied, the Attorney General shall so
decide by submitting a relevant application to @ieurt. The Court may make a
confiscation order if the procedure under this Farapplied or impose a corresponding
pecuniary penalty if the procedure under Part \Applied.

7.-(1) For the purposes of this Law- Assessing  the
proceeds from
the commission
of a predicate
offence.

(a) all payments which have been made to the adonisto any other person at any time
before or after the commencement of this Law inneation with the Commission
of a predicate offence are deemed to be proceedtheofaccused from the
commission of a predicate offence irrespective béther this has been committed
by the accused himself or another person.

(b) the value of the proceeds acquired by the acttrem the commission of a predicate
offence is the aggregate value of payments or ataeards made to him or the
product of a predicate offence, or proceeds adehis is defined in section 2 of this
Law.

(2) The Court may, for the purpose of determiniviiether the accused has acquired
proceeds from the commission of a predicate offearu of assessing the value of these

21



Report on fourth assessment visit of Cyprus - Annexes - 27 September 2011

proceeds, assume, unless the contrary is proveat timel circumstances of a case, that-

(a) any property acquired by the accused aftemuittimg the said offence or transferred
into his name at any time during the last six ygaigr to the commencement of
criminal proceedings against him, was acquired g Bs early as the court
considers that it has been so, constitutes procgegsnent or reward from the
commission of a predicate offence.

(b) any expenditure incurred by the accused dufiegabove period was met out of
payments or rewards made to him in connection vdttpredicate offence
committed by him;

(c) for the purpose of valuing such property, éeeived the property free of any charge
or any interest of any other persons in it.

(3) The provisions of subsection (2) shall notlgjife
(a) itis proved that they do not apply to theused; or

(b) the court considers that there would be #@ssgrrisk of injustice against the
accused, if they were to apply.

(4) Where the court decides not to apply the @ions of subsection (2), it shall set out
the reasons for taking such a decision.

(5) For the purposes of assessing the value giriteeeds acquired by the accused from
the commission of a predicate offence, if a comfienn order had previously been made
against him, the court shall not take into accamt of his proceeds from the commission
of a predicate offence that are shown to the cturhave been taken into account in
determining the amount referred to in the said iorde

8.-(1) Where the court, after the conduct of ajuiry under this Part, determines thalonfiscation
the accused has acquired proceeds, it shall, bsémtencing him for the offence for whiclorder.
he has been convicted or for offences which thertcoan take into consideration in

sentencing-

(&) make a confiscation order for the recoveryhefamount of proceeds in accordance
with section 9 as assessed and determined underség

(b) make an order for the confiscation of insteutalities;

and shall, thereafter, impose any of the penalttdsh it has the competence to impose.
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(2) The making of a confiscation order is not etiéel by any provision in any other law
limiting the power of the court in the impositiohgecuniary penalties.

9.-(1) Without prejudice to the power of the comméntioned in sections 17 to 19, thErocedure
effect of a confiscation order shall be the samtha®ffect of imposing a pecuniary penalignforcing
and the Table in section 128 of the Criminal ProcedLaw shall be replaced for theonfiscation

purposes of this Law by the following: order.
Table.
Cap.155.

TABLE
First column Second column

An amount not exceeding 100 euro 7 days

An amount exceeding 100 euro but not exceedinge200 14 days

An amount exceeding 200 euro but not exceeding #0680 30 days

An amount exceeding 1000 euro but not exceedin@ 2000 60 days

An amount exceeding 2000 euro but not exceedin@ 4060 90 days

An amount exceeding 4000 euro but not exceedingdedro 6 months

An amount exceeding 10000 euro but not exceedifg@@uro 9 months

An amount exceeding 20000 euro but not exceedifg@@uro 12 months

An amount exceeding 40000 euro but not exceedifgA® euro 18 months

An amount exceeding 100000 euro but not exceed@@@ euro 2 years

An amount exceeding 200000 euro but not exceedBg@ euro 3 years

An amount exceeding 500000 euro but not exceedingnillion euro
5 years

An amount exceeding two million euro 10 years
(2) The provisions of subsection (1) of this saethall also apply where a confiscation

order is made under section 28 (Confiscation ondéere the accused has died or
23
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absconded) and the defendant had absconded aretjgehbfly appeared.

10. The enforcement of an order for the confiscaf means shall be effected biProcedure  for
forfeiture by following instructions that may bevgh by the court according to the kind aénforcing an

instrumentality. order for the
confiscation of
instrumentali-
ties.

11.-(1) The prosecution, together with the applicaof the Attorney General for anProcedure to
inquiry under section 6 (Inquiry in order to deteren whether the accused acquiredsue a
proceeds) or under sections 35 (Reconsideratiom afase) or 36 (Re-assessment cbnfiscation
proceeds) or within such a time limit as the comdy direct, submits a statement ajrder.
allegations in which facts and particulars are @t in relation to the inquiry for the
determination of whether the accused has acquiredepds from the commission of a
predicate offence or to an assessment of the Hldlee proceeds and, if the accused, in
accordance with the procedure prescribed in thisicse admits the correctness of the
content of the said statement or of a part thetkefcourt for the purposes of such inquiry
and assessment may treat such an admission asisiwagbroof of the facts and particulars
to which it relates.

(2) Following the submission by the prosecutiohef statement of facts and particulars
under subsection (1), the court, if satisfied #habpy of it has been served on the accused,
calls upon him to declare whether he admits anythef allegations contained in the
statement and to submit a statement in relaticdhdse of the allegations he does not admit
(hereinafter to be referred as a "statement inttaby in which he shall indicate the
particulars and the reasons on which he intendslydoth in rebutting the allegation of the
prosecution and in determining the amount that rbayreceived from his realizable
property. The statement in rebuttal is submitteithiv such a period of time as the court
may direct or within three days from the serviceghaf statement of facts and particulars on
the accused by the prosecution.

(3) Failure of the accused to comply with any leé directions of the court shall be
treated for the purposes of this section as an ssiom of all the facts and particulars
contained in the statement of facts and particulars

(4) Where in the statement of rebuttal allegatians included which are relevant to
determining the amount that may be realized atithe the confiscation order is made and
the prosecution accepts all or some of these ditagaor a part thereof, the court may treat
such acceptance on the part of the prosecutiorth®purposes of such determination, as
conclusive proof of the allegations to which itatels.

(5) The acceptance of allegations either by tlesgmution or by the accused is made
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orally before the court unless the court otherwlisects.

(6) The admission made by the accused for thegse of this section shall not be
admissible as evidence in any other criminal proicess.

(7) The court may set a date for the conduct efitigquiry and adjourn it whenever it
appears to the court necessary to do so.

(8) The court delivers a reasoned decision omatters of the inquiry.

12.-(1) Subject to the provisions of subsection {2e amount to be recovered underAmount to be
confiscation order shall be the amount which thartcassesses to be representative of tieeovered under
value of the proceeds of the accused from the cssiari of a predicate offence. a confiscation

order.

(2) If the court is satisfied that the amount thady be realised at the time the
confiscation order is made is less than the amintourt has assessed to be representative
of the value of the proceeds of the accused franmcttmmission of a predicate offence, the
amount to be recovered under the confiscation ostlafl be the amount which, in the
opinion of the court, might in fact be so securesht the realizable property. In such a
case, the order also mentions the amount whichtdadiave been recovered as the amount
representing the proceeds of the accused fromaimenission of a predicate offence.

(3) Where the court comes to the conclusion thatamount which may be recovered
from the realizable property of the accused is fleas the amount which ought to have been
recovered, it may make an order for the cancetiadiothis difference or for postponement
of its recovery if such an order is, in the opiniginthe court, just and expedient having
regard to the reasons giving rise to this diffeeenc

13.-(1) In this Law, subject to the provisionssafbsection (2), "realizable propertyRealizable

means- property and
preferential
debts and

prohibited gifts.

(@) any property held by the accusdtkther situated in the Republic of Cyprus or
abroad; and

(b) any property held by another person to whoenabcused has directly or indirectly
made a gift prohibited by this Lawhether situated in the Republic of Cyprus
or abroad.

(2) Property is not realizable if such propertysisject to forfeiture by virtue of an
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order of the court made in criminal proceedings.

(3) For the purposes of sections 11 (Statemefdat$ and particulars) and 12 (Amount
to be recovered under a confiscation order), theusmnthat may be realized, at the time a
confiscation order is made, is made up of-

(a) the total value of all realizable propertychbl the accused at the time the order is
made;

(b) plus the total value, at the time the orden&le, of all gifts prohibited by this Law;

(c) less, the total of obligations which in aaamce with subsection (6) below have
priority at the time the order is made.

(4) Subject to the following provisions of thiscgen, the value of property, other than
cash, is-

(a) the market value of the property, when sudp@rty belongs absolutely to one
person;

(b) when another person has an interest in suopepty, the market value of the
property less the amount required to pay off therest of the other person and to
discharge any encumbrance, other than an encungiaased on a charging
order.

(5) Subject to the provisions of this sectiongrefce in this Law to the value of a gift
means the value of the property in the open maakehe time the confiscation order is
made or at the time the gift is made, if at thaetithe value of this property was higher than
its value at the time the order was made.

(6) For the purposes of subsection (3) above tiigations of the accused that have
priority over other obligations, are:

(@) the obligations for the payment of pecuniamnglties imposed before the
confiscation order was made or for other amounts loly virtue of order of the
court made before the confiscation order was made;

(b) his obligation for the payment of amounts vthigould have been included among
the preferential debts of the accused, if at time tihe confiscation order was made
he was declared bankrupt or, in the case of a coyp@awinding up order was
made;

(c) any other bona fide claim against the accusedvhich the court considers
appropriate to grant priority on such terms asci@t under the circumstances of
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the case deems just;
and "Preferential debts" in this subsection means:

() in relation to bankruptcy, the debts to bedpa priority under section 38 of the
Bankruptcy Law or any other law, as if the datewdnich the confiscation orderCap. 5.
was made was the date on which the receiving @iddre company was made; 49 of 1985

197 of 1986.

(ii) in relation to the winding up of a companpetdebts to be paid in priority, under
section 300 of the Companies Law or any other &snif the date the confiscation
order was made was the date the winding up ordemle;

(i) in relation both to the bankruptcy of a netliperson and the winding up of a
company, the claims mentioned in paragraph (cub$sction (6) above.

(7) Gifts, including gifts made before the commement of this Law, which are
prohibited gifts under this Law are-

(a) those made by the accused at any time dumstast six years prior to the institution
of criminal proceedings against him:—aord

(b) those made by the accused at any time ani telgproperty-

(i) received by the accused in connection withredjzate offence committed by
him or any other person; or

(i) which in whole or in part, directly or indicdy, represent property received
by the accused in connection with a predicate efsgsommitted by him or
by another person or

(c) Those made by the accused after the institfariminal proceedings against him.

(8) For the purposes of this Law the accused Isettreated as making a gift where he
transfers property to another directly or indingdtr a consideration the value of which is
significantly less than the actual value of thepemty at the time of transfer. In such a case,
the preceding provisions of this section shall g@d if the accused has made a gift of that
part of the property which by comparison to thaltetlue of the property represents the
proportion of the difference between the value ke tonsideration he accepted for the
transfer of the property and the actual value efgitoperty at the time of transfer.

B. Interim Orders
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14.-(1) The court may make a restraint order where Restraint order
discharge or
variation of a
restraint  order
and appointment
of a receiver.

(a) criminal proceedings have been instituted aangemot been concluded or are about
to be instituted in the Republic against a perswrttfe commission of a predicate
offence, or an application by the Attorney Gendiad been made under sections
28 (Confiscation order where accused has died smamioled), 35 (Reconsideration
of a case) or 36 (Re-assessment of proceeds)sdf&iw; or

(b) the Unit possesses information which createsasonable suspicion that a person
may be charged with the commission of a laundesffence; and

(c) the court is satisfied that there is a reabtnground to believe that-

(i) where an application under section 36 is sutmdjt the provisions of
subsection (3) of the same section are fulfilled] a

(ii) the person mentioned in paragraphs (a) andlfoye has benefited from the
commission of a predicate offence.

(2) A restraint order made under subsection (bhibits transactions in any way in
realizable property. The prohibition shall be sabjto such conditions and exceptions as
may be specified in the order.

(3) A restraint order may apply-

(a) to all realizable property held by a speqgifferson whether the property is described
in the order or not; and

(b) to realizable property held by a specific parsvhich was transferred to him after
the order was made.

(4) This section shall not apply in relation to/gomoperty which is subject to a charging
order made under section 15 (Charging order).

(5) A restraint order-

(a) may be made following an ex parte applicaliprthe Attorney-General; and
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(b) shall provide for service of notice to all pens affected by the order.
(6) A restraint order-
(a) may be discharged or varied in relation @loperty concerned,;

(b) shall be discharged when the criminal proaegsliagainst the accused for the
offences with which he is charged are concluded;

(c) shall be discharged if an application undetisec35 (Reconsideration of a case) or
section 36 (Re-assessment of proceeds) is not gedmwithin a reasonable, in
the opinion of the court, period of time.

(7) The court may at any time after the making oéstraint order, appoint a receiver-

(a) to take possession of any realizable propertyplace it under his custody; and

(b) to manage or otherwise deal with the said @rtypin accordance with the directions
of the court.

(8) The court may, on appointing a receiver, ingpesch conditions as it cadsrs
necessary and may direct any person in posseskitie @roperty in respect of which the

receiver was appointed to give possession ofthéaeceiver.

(9) For the purposes of this section the expresSitealing with property"”, without
prejudice to its generality, includes-

(a) making a payment towards a debt with a vievetlucing the same; and

(b) removing or transporting the property outhe Republic.

(10) Where the court has made a restraint orgerdalizable property may be seized for
the purpose of preventing its transportation oraeghout of the Republic.

(11) Property seized under subsection (10) abba# be subject to the instructions of
the court.

(12) The court shall not exercise the powers aoadleon it under this section-

(a) if it is satisfied that the promotion of a pedlure or application is delayed without
any reasonable ground, or

(b) if the Attorney-General declares that he does intend to promote the said
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procedure or application.

15.-(1) The court has the power to make a chargidgr before or after a confiscatiolCharging order,

order is made but a charging order shall only bdertaefore a confiscation order is maddischarge or
where- variation of a

charging order.

(a) criminal proceedings have been instituted lzange not been completed or are about
to be instituted in the Republic against a perswrttfe commission of a predicate
offence, or an application by the Attorney-Gendiad been made under sections
28 (Confiscation order where accused has died sramoled), 35 (Reconsideration
of a case) or 36 (Re-assessment of proceeds)saf&iw; or

(b) the Unit possesses information which createsasonable suspicion that a person
may be accused of the commission of a launderifemoé; and

(c) the court is satisfied that there is a reabtnground to believe that-

(i) where an application under section 36 is suteti (Re-assessment of

proceeds), the provisions of subsection (3) of shene section are
satisfied; and

(i) the person mentioned in paragraphs (a) #aove has benefited from
the commission of a predicate offence.

(2) An order made under subsection (1) shall bkedaa charging order and,
notwithstanding the provisions of other laws, itlstcreate a charge on the realizable
property specified in the order, with the purpokesezuring payment to the Republic-

(a) of an amount equal to the value of the prgpeharged, where a confiscation order
has not been made; and

(b) in any other case, of an amount not exceetlregamount payable under the
confiscation order.

(3) A charging order is made following an ex papplication by the Attorney General.

(4) Subject to subsection (6) below, a charge beimposed by a charging order only
on-

(a) any interest the accused has in realizablpepty either of the kind mentioned in
subsection (5) or under a trust;
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(b) any interest in realizable property held by aher person either of the kind
mentioned in subsection (5) or under a trust andhom the accused has made a
gift prohibited under this Law.

(5) Subject to the provisions of subsection (1B kinds of assets referred to in
subsection (4) above are:

(a) immovable property;
(b) the following bonds:
() government stocks,
(ii) bonds of any legal body incorporated in thepRalic;

(iif) bonds of any legal body incorporated outsitte Republic being stocks
registered in a register kept at any place withinRepublic;

(c) units of any unit trust in respect of whichegister of the unit holders is kept at any
place within the Republic;

(d) funds in court.

(6) Where a court makes a charging order on atgrdst in any asset of the kind
mentioned in paragraphs (b) and (c) of subsecbpaljove, it may order that the charge be

extended so as to cover any interest on dividendnointerest payable in respect of the
asset.

(7) The court may make an order discharging oyimgrthe charging order and in any
case shall make an order discharging the chargider of the proceedings for the offence
have been concluded or the amount of the paymeithw secured by the charge is paid
into court or if the applications under sections(B&consideration of a case) or 36 (Re-

assessment of proceeds) are not submitted withgasonable, in the opinion of the court,
period of time.

(8) A charging order may be made either withoutdittons or subject to conditions as
to the service of a notification to any person radan interest in the property to which the

order relates or as to the time when the charge isecome enforceable or as to other
matters.

(9) The making of a charging order, in respecthef assets in paragraphs (b), (c), and
(d) of subsection (5) above, has all or some offtlewing effects which the court may
specify, subject to such conditions and directi@ss it may consider necessary or
supplementary to the effect or effects so specified

31



Report on fourth assessment visit of Cyprus - Annexes - 27 September 2011

(a) the creation of a charge in favour of the Ripun the property for which the order
is made by the payment of the amount mentionedlsexction (1) with priority of
the interest of the Republic as against any otledt dr obligation of the accused
which has not previously been the subject of agihg order made in respect of
the same assets, or as against any other chargeseated prior to the making of
the order in any legal way;

(b) the prohibition of transfers, sales, paymemtstber dealings in respect of the subject
matter of the order, without prejudice to the eocémnent of court decisions or
orders made before the making of the order;

(c) the prohibition of payment of dividends to thebtor in respect of the subject matter
of the order;

(d) in the case of a unit trust, the prohibitichamy acquisition of the units or any

dealing in connection with the units by any natumalegal person which performs
functions under the trust.

After the service of the order to any person unbier subsection, a duty is created for
such person to comply with the order and furtHesuch person keeps any record in respect
of the registration of a transfer or any other ohegl in relation to the subject matter of the
order, to enter into such record all the registragior amendments which are consequential
to the making of the order.

(10) A charging order made in respect of immovaleperty is deposited with the
District Lands Office of the district where the peoty affected is situated and thereafter the
provisions of sections 57, 60 and 61 of the Civibdedure Law are applied with the
necessary adjustments as if-
Cap. 6.
11 of 1965
161 of 1989
228 of 1989.

(a) the charging order was a judgement of the Goudebt; and

(b) the depositing of the order constituted regtiin of a judgement of the court for
debt.

(11) Every order of the court varying or dischaggia charging order on immovable
property is deposited with the District Lands Offiof the district where the property
affected is situated and the District Lands Offieenends or deletes accordingly the
relevant entry in the register kept under secti@mfthe Civil Procedure Law.
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(12) (&) The Council of Ministers may by Regulascamend subsection (5) by adding
or removing assets which, in its opinion, oughbéwe been added or deleted, provided that

in the case of addition of new assets such addita@s not entail any other amendments of
the Law.

(b) Regulations made under this subsection adebleiore the House of Representatives
for approval and following that the provisions obsection (2) of section 3 of the Laying
before the House of Representatives Regulationgdsander the authority of a Law, Law 99 of 1989
of 1989 apply. 227 of 1990

27(1) of 1992.

(13) The court shall not exercise the powers aoadleon it under this section-

(a) if it is satisfied that the promotion of a pedlure or application is delayed without
any reasonable ground; or

(b) if the Attorney-General declares that he does intend to promote the said
procedure or application.

16.-(1) The court may make an order discharginder made under sections 1@ancellation of
(Restraint order) and 15 (Charging order) befoeerttaking of a confiscation order, if theestraint and
contemplated criminal proceedings have not commemgthin a reasonable period of timeharging orders.
or within the period of time specified by the courimaking the order.

(2) When the powers under section 14 and 15 aecimed before the commencement
of the criminal proceedings, then-

(a) the reference to the accused made in thisdledl be interpreted as a reference to
the person mentioned in section 14(1)(a) and sedfdl)(a);

(b) the reference to realizable property made is ttaw shall be interpreted as if
criminal proceedings against the person mentionexkction 14(1)(a) or in section
15(1)(a) for the commission of a predicate offem@m@e commenced immediately

before the making of an order under sections 14t(Riat order) and 15 (Charging
order).

C. Other measures

17.-(1) After a confiscation order is made for gfhithere was no appeal and whichAppointment of

remains unenforced, the court may on applicatiothkyprosecution exercise the following
powers:

receiver
following  the
issue of a

confiscation
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order.
(a) appoint a receiver for the realization of pineperty;

(b) empower the receiver so appointed or a receippointed under subsection (7) of
section 14 or under other provisions which relatthe making of charging orders-

() to enforce any charge imposed under sectorirealizable property or on
interest or dividend payable in respect of suclperty; and

(i) subject to such conditions or exceptions fas ¢ourt thinks appropriate to
take possession of any other realizable propettaffected by a charge;

(c) to order any person having possession ofzaalié property to give possession of it
to any such receiver,

(d) to empower any such receiver to realize rebl& property in such manner as the
court may direct;

(e) to order any person holding an interest itizable property to make such payment
to the receiver in respect of any interest heldheyaccused, or, as the case may
be, the recipient of a prohibited gift, and thea tourt may, after the payment is
made, order the transfer, grant or extinction of iaterest in the property.

(2) Paragraphs (c), (d) and (e) of subsectioralibve do not apply to property affected
by a charge created under section 15 (Charging)orde

(3) The court shall not exercise the powers coateupon it by paragraphs (b) (i), (d)
and (e) of subsection (1), unless satisfied thraaaonable opportunity has been given to the
persons holding an interest in the property to meakeesentations to the court.

(4) A receiver appointed under this section hassime powers, to the extent to which
they do not contradict the provisions of this Las if he were appointed for the purposes of
sale, disposition or realization of assets chagi¢iil a charging order for the satisfaction of
a civil debt under the Charging Orders Law.

31(1) of 1992.

18.-(1) Subject to the provisions of subsectioh (#here the subject matter of ®rder for sale of
charging order is the property mentioned in panalgga(b) and (c) of subsection (5) dbonds.
section 15 (Charging order), the disposal, saleealization of such property can only be
effected by an order of the court made on the agiitin of the prosecution or of a receiver
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appointed under section 17 (Appointment of recgiaed which is called an order for sale
of bonds.

(2) The court, when making an order for sale ofds) may impose such conditions as it
may consider necessary for safeguarding the inteoé®ny person having an interest in the
sale of the said bonds.

(3) The court, before making an order for the sdldonds, secures the views of all
interested persons including the views of the Regi®f Companies and Official Receiver,
as well as the views of the directors of compamwiesther legal persons, with a view to
ascertaining the interests in the property underaage which might be affected by its sale,
realization or disposition. For this purpose, ttwurt may give such directions as it
considers in the circumstances proper and necessary

(4) An order for the sale of bonds can only be enaffer the making of a confiscation
order.

(5) Where the subject-matter of a charging ordeshares in a company, their sale is
only effected by public auction, unless the couheowise directs and, subsequently, the
provisions of the Charging Orders Law shall ap@yifahe charging order were made for a
civil debt under that Law.
31(1) of 1992.

19.-(1) The sums specified in subsection (2) whach in the hands of a receivepplication of
whether appointed under section 14 (Restraint dralel7 (Appointment of a receiver) oproceeds from
with a view to enforcing a charging order, shall d@plied on behalf of the accused ithe realization
accordance with the provisions of subsection @yards the satisfaction of the amount due property.
under the confiscation order and such amount isaexti accordingly after the deductions of
the sums specified in subsection (3).

(2) The sums applied under subsection (1) are:

(a) the proceeds of the enforcement of any chiangesed under section 15 (Charging
order);

(b) the proceeds of the realization of propertglemsection 14 or 17 other than by
enforcement of a charge;

(c) any other sums belonging to the accused.
(3) Irrespective of the provisions of section 1&f6the Criminal Procedure Law, the
sums which are deducted from the sums specifiedilisection (2), before the reduction @@ap. 155.

the amount due under a confiscation order, are:
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(a) the remuneration and expenses of the recgeiver

(b) any sum paid by the prosecution under seci®{2) (Receiver. Supplementary
provisions);

(c) payments effected by order of the court.

(4) The sums specified in subsection (2) are adms follows:

(@) the sums specified in subsection (3) are [raithe order in which they are
enumerated in the said subsection, unless the cthatwise directs;

(b) any balance shall be treated as if it wefieeand is applied for the satisfaction of
the amount payable under the confiscation order;

(c) if after the amount payable under the coatisn order has been fully paid there is
any balance, it is distributed among the persons fndd a right over the property
which has been realized in such proportions asdliet may direct, after giving a
reasonable opportunity to such persons to makeseptations to the court.

20. The following basic principles apply to thewsos conferred on the court undeGeneral

sections 15 (Charging order) and 19 (Applicationpobceeds from the realization oprinciples in
property) or on a receiver appointed under sectidds (Restraint order) and 17#&xercising
(Appointment of a receiver) or in pursuance of arging order: certain powers.

(a) in the case of realizable property held byesgn to whom the accused has directly
or indirectly made a prohibited gift, the poweeisercised with a view to realizing
no more than the value of the gift;

(b) the powers shall be exercised with a vievaltowing any person other than the
accused or the recipient of any prohibited giftrdtain or recover the value of any
property belonging to him;

(c) in exercising those powers, no account shalitdken of any obligations of the
accused or of the recipient of any prohibited gifiich conflict with the obligation
to satisfy the confiscation order;

(d) subject to the above principles, the powell fleaexercised with a view to satisfying
the amount due under a confiscation order by rataye¢he current value of the
realizable property.

21.-(1) If on any application by the accused ispext of a confiscation order or of th¥ariation of a
receiver appointed under section 17 (Appointmerd ofceiver), or on the application foconfiscation
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the making of a charging order, the court is datikfthat the realizable property isrder.
inadequate for the payment of any amount remaitarige recovered under the confiscation
order, it may, subject to subsection (2), varydbefiscation order:

(@) by substituting for the amount to be recovemader the confiscation order such
lesser amount as the court considers just; and

(b) by substituting for the terms of imprisonmemescribed by section 126 of the
Criminal Procedure Law and section 9 (Procedure€efigiorcing a confiscationCap.155.
order. Table) of this Law in respect of the amatonibe recovered under the order,

a shorter period corresponding, in accordance twighabove provisions, to the
lesser amount which will be recovered.

(2) For the purposes of subsection (1) above:

(a) in the case of realizable property held by @sq@e who has been adjudged bankrupt,
the amount of that property which could be distigguamong the creditors of the
bankrupt shall be treated as property which cabaotcovered, but:

(b) any inadequacy in the realizable property Whappears to the court to be
attributable wholly or partly to anything done byetaccused for the purpose of
preserving from any risk of realization under thésv any property held by a person
to whom the accused had directly or indirectly maderohibited gift shall not be
treated as property which cannot be recovered.

(3) The application for variation of the confiscetiorder is made in writing and is
supported by a sworn statement in verificationhe& facts on which it is based and such
application is served on the prosecution and orro#tifected persons as the court may
direct.

(4) For the purposes of this section "court" meescourt which made the confiscation
order or any other court of similar jurisdiction.

22.-(1) Where a person holding realizable propeéstyadjudged bankrupt, for theBankruptcy of
purposes of the Bankruptcy Law the following areleded from the bankrupt’s estate-  the accused.
Cap.5
49 of 1985
197 of 1986.

(a) property which is the subject of a restrairden made before the order adjudging
him bankrupt; and

(b) any proceeds of property realized by virtues@gtions 14(6), 17(1)(d) and 17(1)(e)
being in the hands of a receiver appointed undgiiosel4 (Restraint order) or 17
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(Appointment of a receiver).

(2) Where a person has been adjudged bankruppaivers conferred on the court by
sections 14 to 18 or on a receiver appointed ferpilwrposes of those sections shall not be
exercised in relation to any property of the bapkrwhich, under section 41 of the

Bankruptcy Law, is subject to distribution among bieditors.
Cap. 5.

(3) Subsection (1) above does not affect the eafoent of a charging order made
before the making of a bankruptcy order or madeegpect of property which was subject
to a restraint order when the order adjudging hamidoupt was made.

(4) Nothing in the Bankruptcy Law shall be takenrestricting in any way the exercise
of the powers referred to in subsection (2).

(5) Where the Official Receiver acts as a provialaeceiver under sections 9 and 10 of
the Bankruptcy Law and the property of the debtosiibject to a restraint order, sucBap. 5.
property shall be administered according to thedtiions of the court without prejudice to a
lien for any expenses, including the remuneratioth® receiver, incurred in respect of such

property.

(6) Where a person is adjudged bankrupt and hesctlyi or indirectly made a
prohibited gift, the provisions of section 46 oé tBankruptcy Law- Cap. 5.

(a) shall not apply in respect of the making & tjift if-

(i) the gift was made at any time when criminalgaedings for the commission
of a predicate offence had been instituted againstand not concluded;

(i) the gift was made at the time when an appilica against him, under
sections 28 (Confiscation order where the accuseaddied or absconded)
35 (Reconsideration of a case) or 36 (Re-assessaieptoceeds), was
pending; or

(iif) the property of the person to whom the gifisymade is subject to a restraint
or charging order, but

(b) shall apply after the conclusion of the crintipeoceedings for the commission of a
predicate offence, provided account is taken of @@fizations under this Law of
property held by the person to whom the gift waslena

23.-(1) Where realizable property is held by a pany in respect of which an order fowinding up of a
winding up was made or a resolution has been pdsgetie company for a voluntarycompany
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winding up, the functions of the liquidator or pigignal liquidator shall not be exercised iholding
relation to- realizable

property.

(a) property subject to a restraint order madereethe relevant date, as specified in
subsection (4);

(b) any proceeds of property realized by virtuesetions 14(6), 17(1)(d) or 17(1)(e)
which are in the hands of a receiver appointed uadetion 14 (Restraint order)
or 17 (Appointment of a receiver):

Provided that out of such property any expenseduding the remuneration of the
liquidator or provisional liquidator, properly inced in the winding up in respect of the
property, shall be payable.

(2) In the case of a company for which a windingougeer was made or a resolution has
been passed by the company for its voluntary windip, the powers conferred on the court
under sections 14 to 18 or on a receiver appointeter the said sections shall not be
exercised in relation to any realizable propertlg iy the company in relation to which the
liquidator could exercise his functions if by suetercise-

(8) he is prevented from exercising those fumstior the purpose of distribution to the
company’s creditors of any property held by the pany; or

(b) he is prevented from paying out any expensediding the remuneration of the
liquidator or any provisional liquidator, properhcurred in the winding up of the
company in respect of the said property:

Provided that nothing in the Companies Law shalidiken as restricting in any way th€ap. 113.

exercise of these powers.

(3) Subsection (2) above does not affect the eafoent of a charging order made
before the relevant date or in relation to proparych was the subject of a restraint order
at the relevant date, as such date is defineddsestion (4).
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(4) For the purposes of this section:

"company" means a company which is wound up orbtisés of the provisions of
the Companies Law;

"relevant date" means-

(a) the date on which the resolution for the wtdiy winding up of the company
has been passed in the cases where-

() no winding up order has been made; or

(i) a winding up order was made, but before iling of the petition for
the winding up of the company by the court, suctolgion was
passed by the company;

(b) in any other case where such an order has ibeee, the date of the making of
the order.

24.-(1) A receiver appointed under section 14%odin pursuance of a charging ordetiability and
shall not be liable to any person in respect of lasg or damage resulting from any actiaiemuneration of
of his in relation to property of this person whigls not realizable, provided that the saitle receiver.
receiver-

(a) would have been entitled to take such acfisach property was realizable;

(b) believed or had reasonable grounds for belgethat he was entitled to take such
action; and

(c) the loss or damage was not caused by hisgeagle.

(2) If any amounts due in respect of the remuimrabr expenses of a receiver
appointed for the purposes of this Law, remain ithpg reason of the fact that there are no
available amounts for the payment of such remuimeratnd expenses in accordance with
section 19(3), then such unpaid amounts are patdéoRepublic.

25.-(1) According to the provisions of this sentithe court may order compensation ©ompensation.
be paid to any person who had realizable propertythe case where the criminal
proceedings which were instituted against him ier ¢commission of a predicate offence-

(@) did not result in a conviction; or

(b) resulted in a conviction but such convictioasmuashed on appeal and no
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conviction for any other predicate offence was tiied.

(2) The claim for compensation is made by action.

(3) The court orders compensation under secti¢gh)2Zbove if it is satisfied that-

(8) there has been serious default on the para gferson participating in the
investigation or prosecution of the offence or pifes concerned and that but for
that default, the proceedings would not have bastituted or continued, and

(b) the plaintiff has suffered substantial lossconsequence of anything done in
relation to his property by virtue of any ordertbé court under sections 14 to 18

both inclusive.

(4) The amount of compensation shall be such esdurt considers just taking into
account all the circumstances of the case.

(5) The provisions of this section shall not applyere the court makes a confiscation
order under section 28.

26.-(1) In criminal proceedings against a persorelation to the provision of assistanc8pecial defences

to another in the commission of a laundering oféeimc contravention of the provisions ofor persons
section 4 (Laundering offences), it shall constitatdefence for the accused if he provassisting another
that he intended to disclose to the Unit his sugpior belief, or the facts on which he baségr the
his suspicion or belief, in respect of the agreanoemrrangement and that his failure to daommission of
so was based on reasonable grounds. laundering
offences and
financing of
terrorism
offences.

(2) Where a person discloses to the Unit his simpior belief that any funds or
investments are derived from or used in connectith a predicate offence or any matter
on which such a suspicion or belief is based-

(a) the bona fidelisclosure shall not be treated as a breach ofrestyiction on the
disclosure of information imposed by contract; @ogs not result in any kind of
responsibility for the said person and

(b) if he does any act in contravention of sectdbrfLaundering offences) and the
disclosure is related to the act concerned, thisgoeshall not commit the offence
of assisting another to commit a laundering offeander the said section, if the
following conditions are satisfied:
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(i) the said act was done with the consent ofpibiece officer or Unit after the
aforesaid disclosure; or

(ii) if the act was done before the disclosure, disclosure was made on his
initiative and without delay as soon as it was oeable for him to make
such disclosure.

(c) The non-execution or the delay in the executiban order by the said persons upon
instructions of the Unit, with regard to sums ovdastments referred to above, shall not
constitute violation of any contractual or othedigdition on the said persons or/and
his/his employers.

(3) Where a person is, at the material time, apleyee of another person whose
activities are supervised by one of the authorgistsiblished under section S@ibsections
(1) and (2) above shall apply in respect of diales or intended disclosures to the
competent person as referred to in section 69 argccordance with the procedure the
employer wishes to establish for the purposes oh dlisclosures, and these disclosures
shall have the same effect as disclosures or irteddsclosures thignit.

27.-(1) A person who- Other offences
in  connection
with laundering
and financing of
terrorism
offences.

(@) knows or reasonably suspects that anotherompess engaged in laundering or
financing of terrorism offences, and

(b) the information on which that knowledge aasenable suspicion is based, comes to
his attention in the course of his trade, profegdimsiness or employment,

shall commit an offence if he does not disclosestiid information to the Unit as soon as is
reasonably practicable after it comes to his dtiant

(2) It shall not constitute an offence for an azhte to fail to disclose any privileged
information which has come to his attention.

(3) No criminal proceedings shall be brought aglaénperson for the commission of the
offences referred to in subsection (1), withouteRkpress approval of the Attorney General.

(4) An offence under this section shall be purtiéhdy imprisonment not exceeding
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five years or by a pecuniary penalty not exceedivigy thousand euro or by both of these
penalties.

28.-(1) Subject to the provisions of subsectiop 4d8d upon the application of theConfiscation
Attorney-General, the court which has convictedeespn for the commission of a predicarder where the
offence may make a confiscation order under sedidi€onfiscation order) against amaccused has died
accused who has died or absconded. or absconded.

(2) The Attorney-General, together with his apgiicn under subsection (1), or within
such a time limit as the Court may direct, shalimsit a statement of allegations which sets
out facts and particulars relevant to the inquatythe determination of whether the accused
has acquired any proceeds from the commissionpogdicate offence or to the assessment
of the said proceeds.

(3) The court shall not make a confiscation ordeder subsection (1) unless-

(a) it is satisfied that the Attorney-General lasen reasonable steps to contact him;
and

(b) any person who is likely to be affected by thaking of a confiscation order by the
court, has been given the opportunity to appeaprbethe court and make
representations.

(4) Where the court has made a confiscation oudéeler this section and the accused
subsequently appears before the court for the gerpbimposition of a penalty on him in
relation to the same offence, subsection (1) ofi@@@ (Confiscation order) of this Law
shall not apply so far as his appearance befor€thet is in respect of the same offence.

29.-(1) This section shall apply where the cow$ Imade a confiscation order undétower to set
section 28 (Confiscation order where the accuseddied or absconded) in respect of aside a
accused who had absconded and subsequently returned confiscation

order where the
accused who
had absconded
returns.

(2) The court, upon an application by the accumed after hearing the views of the
Attorney-General, may set aside the confiscatiateoif it considers expedient and just to
do so.

30.-(1) This section shall apply where the cowrs Imade a confiscation order und&fariation of a
section 28 in respect of an accused who had abedartl subsequently returned. confiscation
order made

under section
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28.

(2) Where the accused claims that-

(a) the value of the proceeds from the commissioa predicate offence in respect of
the period for which the assessment had been made;

(b) the amount which could have been realizedhattime the confiscation order was
made was smaller than the amount of the confistatider,

he may submit an application to the court for thesideration of the above claims.

(3) Where the court in view of the evidence sutadibefore it, accepts the allegation of
the accused-

(a) it shall make a new assessment under secti@gssessment of proceeds from the
commission of a predicate offence); and

(b) may, if it considers just after taking into saieration all the circumstances of the

case, vary the amount of the confiscation order. 5 of 41(1)
of 1998.
31.-(1) Where proceedings are being carried oldgree Court for- Prohibition
publicizing
information.

(a) the issue of a warrant of arrest, under thmiGal Procedure Law, against a persdbap. 155.
for whom there is evidence that he has committqatescribed offence under
section 3; or

(b) the making of interim orders under this Lavaiagt a person for whom there is
evidence that he has committed a prescribed offgoravided that no criminal
proceedings for the commission of such offence hbeen instituted in the
Republic against this person,

the court may order that the proceedings be corduat the absence of representatives of
the Press and other mass media or other persomrectly interested in or affected by the

proceedings and to prohibit the publication of anformation in relation to the said
proceeding.

(2) Any person who publishes information in coménation of the directions of the court
under subsection (1), shall commit an offence fhabite by one year’s imprisonment or by
a pecuniary penalty of two thousand euro (200@®ydooth of these penalties.
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(3) No criminal proceedings shall be instituted \stue of this section without the
express approval of the Attorney General.

D. Freezing and confiscation orders of property
Against an absent suspect

32.-(1) Subject to the provisions of subsectioh 4d8d upon the application of thd-reezing order
Attorney General, a Court may make an order forftbezing of property of a suspect whof property
is outside the jurisdiction of the Republic or lolged. against an

absent suspect.

(2) The court shall make a freezing order undbessation (1), if satisfied by affidavit or
other evidence that-

(a) there is prima facie evidence against theestisfor the commission of a prescribed
offence; and

(b) the property of the suspect may be convertetansferred or removed outside the
jurisdiction of the Republic for the purpose of cealing or disguising its illicit
origin.

(3) The freezing order shall have effect for sigmtis but the court may extend its
validity for up to a period of one year if reasoleadprounds concur.

33.-(1) Subject to the provisions of subsectionp §8d upon the application of thérder of
Attorney-General, a court may make an order foffisoation of property against a suspecbnfiscation of
who is outside the jurisdiction of the Republichais died. property against

an absent
suspect.

(2) The court shall make the confiscation ordestarrsubsection (1) if the suspect does
not appear before the court during the validityhef freezing order made under section 32
(Freezing order of property against an absent stisped if it is satisfied that;

(&) The prosecution has taken reasonable stegmsitact him; and

(b) any person who is likely to be affected by thaking of a confiscation order has
been given the opportunity to make representatibrtse so wishes, before the
court in respect of the making of the order.

(3) Where the court has made a confiscation andder this section and the suspect is
subsequently brought before the court in respect girescribed offence for which a
confiscation order has been made, Part Il of tlaw Ishall not apply in respect of the said
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offence, but the provisions of Part Il shall appiytatis mutandis.

34.-(1) This section shall apply where- Compensation
paid to an absent
suspect against
whom an order
for the freezing
or confiscation
of his property
was made.

(@) the court has made a freezing order unddrose82 (Freezing order of property
against an absent suspect) or a confiscation anader section 33 (Confiscation
of property order against an absent suspect) agasisspect who was outside the
jurisdiction of the Republic; and

(b) the suspect is subsequently put on trialtierdame offence and acquitted.

(2) The court which acquits the defendant shédllas&de the freezing or confiscation
order.

(3) Upon an action made by the person who hadeptppthe court may order
compensation to be paid to this person if satisfied the person concerned has suffered
loss as a result of the making of the freezingamfiscation order under section 32 or 33, as
the case may be.

(4) The amount of the compensation shall be ssctha court considers just having
taken into account all the circumstances of the.cas

PART IlIl - RECONSIDERATION AND
REVISION OF CONFISCATION ORDERS

35.-(1) Where- Reconsideration
of a case.

(a) Because of lack of evidence, the Court-

() did not make an inquiry under section 6 (Ingjiin order to determine whether
the accused acquired proceeds); or

(i) made an inquiry under section 6 but it was ascertained whether the accused
acquired proceeds from the commission of a preglictience; and

(b) the Attorney General-
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() has secured evidence which was not availabléhe date of conviction of the
accused; and

(i) believes that this evidence would have led tourt to determine that the
defendant had benefited from the commission of edipate offence if an

inquiry under section 6 was made on the date oficban of the accused,

the Attorney General may ask the court to consither evidence he has secured in
accordance with subsection (b) of this section.

(2) The court shall make a confiscation order urskmtion 8 (Confiscation order) if,

having considered the evidence given under sedioand bearing in mind all the
circumstances of the case, it considers it expedtieto so.

(3) For the purposes of this section and wherecthet has decided to proceed with an
inquiry under this section, the provisions of thiaw which would have applied if the
inquiry were made on the date of conviction ofalseused, shall apply mutatis mutandis.

(4) No application shall be considered by the tander this section if it is made after
the end of the period of six years beginning wiié dlate of conviction.

(5) This section shall not apply where the coag lmposed a penalty under Part VI.

36.-(1) Where the Attorney-General is of the opmnihat the real value of the proceed®e-assessment
of the accused from the commission of a predicfenoe was greater than their assessefdproceeds.
value, the Attorney General may apply to the céurthe consideration of the evidence on
which he based his opinion.

(2) For the purposes of subsection (1)-

"assessed value" means the value of the proceedtheofaccused from the
commission of a predicate offence as assessedebgailrt under section 7 of this

Law;

"real value" means the value of the proceeds ohtiteised from a predicate offence
which was committed-

(a) inthe period to which the assessment of aedtirefers; or
(b) in any earlier period.
(3) The court if-
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(&) having considered the evidence given undasesttion (1); and

(b) having been satisfied that the real valudefggroceeds of the accused is greater than
their assessed value, (because their real value gnester than the assessed
amount or because their value increased subseguyentl

it may make a fresh assessment of the amount whict be recovered from the accused
under section 8 (Confiscation order).

(4) The court may take into account any paymenbtber reward received by the
accused on or after the date of the assessment secten 7 (Assessing the proceeds from
the commission of a predicate offence), if the Atey-General shows that the said payment
or reward was received by the accused in connegtitinthe commission of a predicate
offence:

Provided that for the purposes of this subsectit®, court shall not make the
assumptions required by section 7.

(5) Where, as a result of the new assessmentreebabove, the amount to be recovered
exceeds the amount that had been assessed unitam etbe court-

(a) may substitute for the amount to be recoveneder the confiscation order such
greater amount as it considers just, and

(b) where the court replaces the amount of theroiitl shall also replace the terms of
imprisonment prescribed by section 128 of the GrahiProcedure Law and by

section 9 of this Law. Cap. 155.

(6) No application shall be considered by the taader this section if it is made after
the end of the period of six years beginning wiié date of conviction.

(7) For the purposes of this Part, "the date ofvaion” means-
(a) the date on which the accused was convicied,
(b) the date of the last conviction where the aeduappeared for the imposition of a
sentence in respect of more than one convictiod,those convictions were not
all made on the same date.
PART IV - INTERNATIONAL CO-OPERATION
37. For the purposes of this Part: Interpretation of

principal terms.
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"appeal" for the purposes of subsection 3(a) @tise 38 (Procedure for the
enforcement of foreign orders) shall include anycpedings the object of which is
the setting aside of a judgement of the court errétrial of the case or the stay of
its execution;

"Convention" means- 2 of 25(1)
of 1997.

(a) The United Nations Convention against llli€iaffic in Narcotic Drugs and
Psychotropic Substances which was ratified by th#ed Nations Convention
against lllicit Traffic in Narcotic Drugs and Psytlopic Substances49 of 1990.
(Ratification) Law;

(b) the Convention of the Council of Europe on haering, Search, Seizure and
Confiscation of the Proceeds from Crime and Finamnaf Terrorismwhich
was ratified by the European Convention on LaumdgrSearch, Seizure and
Confiscation of the Proceeds from Crime and Finapcof Terrorism
(Ratification) Law.

(c) The United Nations Convention Against Tran&metl Crime; and

(d) The Treaty on Mutual Legal Assistance in PéMatters between Cyprus and
USA, which has been ratified by the Treaty betwdle@ Government of the
Republic of Cyprus and the Government of the U.8MMutual Legal Assistance
in Criminal Matters (Ratification) Law.

(e) The United Nations Convention against Corruptia which was ratified with ~ 25(111)/2008
the United Nations Convention against Corruption (Ratification) Law”

"court" means the President or a Senior Districtgéuof the District Court of
Nicosia;

"foreign country” means a country which at the tioflesubmitting an application
for the execution of a foreign order is a ContragtParty to the Convention;

"foreign order" means an order made by a courtfofeign country, which is made
for the purposes of the Conventions or legislat@racted for the purpose of
implementing the Conventisrand shall include-

(@) Orders for the confiscation of proceeds arstrimentalities as these are
defined in the Conventien

(b) restraint orders and orders for the seiz@igraperty made temporarily for the
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purposes of future confiscation of proceeds andungentalities;

(c) any order which the Council of Ministers may, notification published in the
Official Gazette of the Republic, wish to incluatetihe term "foreign order".

38.-(1) The request for enforcement shall be stibchiby or on behalf of a foreignProcedure  for
country to the Ministry of Justice and Public Orddnich, if satisfied that the request comdke enforcement
from a foreign country and concerns a foreign ondighin the meaning of this Part, shalbf external
thereafter transmit the request to the Unit whidlbrsits it to the courtjf the Unit orders.
considers that the requirements of this law are met

(2) Subject to the provisions of subsection (Bg tourt, after a request of a foreign
country is transmitted to it, shall register therefgn order for the purpose of its
enforcement.

(3) The court shall register an external ordesatisfied that-

(a) At the time of registration the external ordes in force and enforceabded no
appeal is pending against the said order;

(b) where the external order was made in the aesehthe accusear of any person
affected by the order the accusedr any person affected by the ordereceived
notice of the proceedings in time to enable hinprsent his case and state his
views;

(c) the enforcement of the order would not betrawy to the interests of justice of the
Republic;

(d) the grounds for refusal of co-operation mameid in the International Conventions
or Bilateraldo not concur

38.A. Any order issued, on the basis of the provisns of this law by a Court of the Transmission
Republic of Cyprus following an application of theAttorney-General, which relatesto to a foreign
property situated aboard, it is transmitted by theUnit for execution to the competent country of an
authorities of the foreign country, through the Ministry of Justice and Public Order. order issued on

the basis of the
provisions  of
this law.

39.-(1) Subject to the provisions of subsectioh @2 this section, a foreign ordefEffect of
registered by virtue of section 38 (Procedure Far €énforcement of foreign orders) shalkgistration.
become enforceable as if the order had been made doympetent court of the Republic
under this Law.
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(2) The enforcement of the order may be subjeattarm of the foreign country that the
penalty of imprisonment or other deprivation oklity, in case there is compliance with the
order, shall not be imposed.

(3) Where the foreign order concerns the confisnabf proceeds or property, th& of 41(l)
proceeds or property may, after the enforcemetitetaid order, be distributed among tloé 1998.
competent authorities of the foreign country arelRepublic of Cyprus.

40. The court shall cancel the registration afr@ifyn order if it appears to the court th&ancellation of
the order has been complied with- registration.

(@) by the payment of the amount due under terpor

(b) by the imprisonment of the person against whioenorder was made for the reason
that he did not comply therewith; or

(c) in any other way that may be provided for urttie legislation of a foreign country.

41.-(1) A foreign order may be amended or revisaty by a court or any otherExternal order
competent authority of the foreign country whichdaahe order. shall be binding.

(2) The court, when exercising the powers conteupon it by section 39 (Effect of
registration) as well as other powers in respec¢hefexecution of a foreign order, shall be
bound by the findings as to the facts in so fathay are stated in the conviction or decision
of a court of the foreign country or in so far agls conviction or judicial decision is
implicitly based on them.

42.-(1) Where in the foreign order there is anafee to a sum of money to be receiveéemount of an
in the currency of another country, this amountldte converted into the currency of therder.
Republic at the rate of exchange ruling at the tingerequest for registration was made.

(2) Under no circumstances shall the total valuthe confiscated property exceed the
sum of money to be paid which is referred to inftreign order.

43.-(1) Sections 14 to 23 both inclusive shalbapply in cases of foreign orderémplementation
subject to any amendments or limitations that treur@il of Ministers may wish to of the provisions
prescribe by regulations made under this Law. of this law in

foreign orders.

(2) The Council of Ministers may include in thedriations any other provision it
considers necessary for the better implementatfothie Part and in particular anything
relating-

(a) to the proof of any matter or thing;
51



Report on fourth assessment visit of Cyprus - Annexes - 27 September 2011

(b) to the circumstances which in any foreign ¢doumay be considered as constituting
the commencement or conclusion of procedures fernfaking of an external
order.

(3) Where on the request of or on behalf of aifpreeountry the court is satisfied that
proceedings have been instituted but not concluéeis country during which a
foreign order may be made, the court shall makes#&raint or charging order by
applying sections 14 and 15 of this Law.

PART IV A
CO-OPERATION WITH MEMBER STATES

43.A. For the purposes of this Part: Interpretation

of terms.
“Certificate” means, in relation to a freezing orde, the certificate specified in the

Framework Decision 2003/577/JHA and in relation toa confiscation order, the
certificate specified in the Framework Decision 208/783/JHA, as they successively
stand.”

“Council Decision 2003/577/JHA” means the Council Famework Decision
2003/577/JHA of 22 July 2003, on the execution ihé European Union of orders
freezing property or evidence;

“Council Decision 2006/783/JHA” means the Council Famework Decision
2006/783/JHA of 6 October 2006 on the applicationfathe principle of mutual
recognition to confiscations orders;

“confiscation order” means a final penalty or measve imposed by a Court in the
issuing state, following proceedings in relation toa criminal offence or offences,
resulting in a definitive deprivation of property;

“Court” means the President or a Senior District Judge of the District Court of
Nicosia;

“evidence” means objects, documents or data whichoald be produced as evidence in
criminal proceedings, in relation to a prescribed dence;

“freezing order” means any measure taken by a compent judicial authority in the

issuing state, in order provisionally to prevent tle destruction, transformation,
moving, transfer or disposal of property that could be subject to confiscation or
evidence;
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“issuing state” means the Member State where the flicial authority or Court of
which as defined in the national law of the issuingtate, has issued validated or in any
way confirmed a freezing order or confiscation orde in the framework of criminal
proceedings.

“member state” means a Member state of the Europeabnion.

“property” means property of any description, whether corporeal or incorporeal,
movable or immovable, and legal documents and inaiments evidencing title to or
interest in such property, which according to the ompetent judicial authority in the
issuing state:

(i) is the proceeds of a prescribed offence, or eyalent to the full value or part of the
value of such proceeds, or

(i) constitutes the instrumentalities of such offace;

43.B. Any order issued, in accordance with the prasions of this law, by a Court of the Transmission

Republic of Cyprus following an application by theAttorney-General, which relatesto to a member
property situated in a member state, is transmittedoy the Unit for execution directly state of an
to the competent authorities of the said member sta, accompanied by the certificate order issued on

signed by the Unit. the basis of the
provisions  of
this law.

43.C. (1) Any request for execution as regards fezing order or confiscation order is Procedure for

submitted directly to the Unit, which, if it considers that the requirements of this Part the

are met, submits it to the Court as soon as possefor registration and enforcement enforcement of

and informs as soon as possible the competent authg of the issuing state. freezing or
confiscation

(2) The Unit does not submit a confiscation ordeto the Court for registration, unless grders  within

at the time of the application for execution the sd confiscation order is in force and ¢ Republic.

enforceable and no appeal is pending against thedsgr.

It is provided that, for the purposes of thissection, the term “appeal” shall include
any proceedings the object of which is the settingside of a judgment of the court or
the retrial of the case or the stay of its executio

(3) Any request for execution transmitted to the Wit in accordance with subjection
(1) of the section, is accompanied by the certifite which is acceptable both in Greek
and in English.

(4) Subject to the provisions of this Part, the Qart, following the submission by the
Unit of the application for execution in accordancewith subsection (1) of this section,
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registers the freezing order or the confiscation ater for the purposes of its execution.

43.D. (1) In case the Unit receives two or more geests for enforcement of Multiple

confiscation orders which: requests for the
enforcement of

(a) relate to an amount of money and which have bedssued against the same personconfiscation

and the said person does not have sufficient meamsthe Republic of Cyprus so as to grgers.

enable all the orders to be executed, or

(b) relate to the same specific item of property,

then the Unit decides, according to the law in fore, which confiscation orders are to
executed:

It is provided that for taking the above deci®n, the Unit may take into account,
among others, the existence of frozen assets, theative seriousness and the place of
the commission of the offence which each confiscati order relates, the dates of the
respective orders and the dates of transmission tie respective orders.

43.E. A freezing order may not be enforced, if th&nit or the Court consider that:- Reasons for
non-

(a) the certificate is not produced or is incomplet or manifestly does not correspond to enforcement of

the freezing order; a freezing
order.

(b) there is immunity or privilege which makes it mpossible to execute the freezing
order;

(c) the execution of the freezing order infringestte ne bisin idem principle;

(d) the freezing order relates to an act which undethe law of the Republic does not
constitute an offence which permits freezing.

43.F. A confiscation Order may not be enforced, ithe Unit or the Court consider Reasons for
that:- non-

enforcement of
(a) the certificate is not produced or is incomplet or manifestly does not correspond toa confiscation
the confiscation order; order.

(b) there is immunity or privilege which makes it mpossible to execute the confiscation
order,;

(c) the execution of the confiscation order infringsthe ne bisin idem principle;

(d) the confiscation order relates to an act whiclunder the law of the Republic does
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not constitute an offence which permits confiscatiu

(e) the rights of any interested party, including lona fide third parties, under the law
of the Republic of Cyprus, make it impossible to eecute the confiscation order,
including the case where this is the result of thapplication of legal remedies in
accordance with the law of the Republic of Cyprus;

(f) according to the certificate, the person concered did not appear personally and
was not represented by a legal counselor in the preedings resulting in the
confiscation order, unless the certificate statehat the person was informed personally
or via his legal representative, in accordance witlthe law of the issuing state, or that
the person has indicated that he does not contestet confiscation order; or

(g) the confiscation order relates to criminal offaces which are regarded as having
been committed wholly or partly within the territory of the Republic of Cyprus or
outside the territory of the issuing state.

43.G. The Court or the Unit may, in the case the c#ficate is not produced or is
incomplete, specify a deadline for its presentatigrcompletion or correction or accept
an equivalent document.

43.H. (1) In case of a decision to refuse executiaf a freezing order or confiscation
order, the Unit shall notify forthwith and in writi ng the competent judicial authorities
of the issuing state.

(2) In case the freezing order or confiscation ordeis in practice impossible to be
executed because-

(a) in the case of a confiscation order, the propgr has already been confiscated or has
disappeared or has been destroyed or cannot be fodiin the location indicated in the
certificate or the location of the property has notbeen indicated in a sufficiently
precise manner, even after consultation with the sling state or

Deadline  for
the production
or completion
of the
certificate.

Notification of
the decision
refusing
execution or
impossibility to
execute.

(b) in case of a freezing order the property or edence have disappeared, or have been

destroyed, or cannot be found in the location indiated in the certificate which
accompanies the application for execution, or theotation of the property or evidence
has not been indicated in a sufficiently precise nmmer, even after consultation with
the issuing state,

the Unit notifies forthwith the competent judicial authorities of the issuing state.
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43. 1. (1) The execution of a freezing order may bgostponed by the Court or the Unit Reasons for

in the following instances: postponement

of execution of
(a) where its execution might damage an ongoing cninal investigation, for such time a freezing
as it deems reasonable; order.

(b) where the property or evidence concerned havelraady been subjected to a
freezing order in criminal proceedings pending in he Republic of Cyprus or in a
foreign country or in a member state and until thatfreezing order is lifted:

It is provided that for the purposes of thisparagraph, the term “foreign country”
has the meaning given to this term by section 37 diis law.

(c) in case of an order freezing property in crimiral proceedings with a view to its
subsequent confiscation, when that property is al@ly subject to an order made in the
course of other criminal proceedings in the Repubti and until that order is lifted.

(2) The Unit submits forthwith to the competent auhority in the issuing state a written
report on the postponement of the execution of thdéreezing order, including the
grounds for postponement and, if possible, the erpted duration of the
postponement.

(3) As soon as the ground for postponement has cedsto exist, the Unit shall
forthwith take the necessary measures for the exetian of the freezing order and
informs in writing the competent authority in the issuing state.

43.J. (1) The execution of a confiscation order malye postponed by the Court or the Reasons for

Unit, in the following instances: postponement of
execution of a

(a) where the confiscation order concerns an amourdf money and is considered thatconfiscation

there is a risk that the total value derived from is execution may exceed the amounobrder.

specified in the confiscation order, because of sittaneous execution of the

confiscation order in more than one member state;

(b) where legal measures have been taken againsetiaid order;

(c) where the execution of the confiscation order ight damage an ongoing criminal
investigation or proceedings, until such time as ileems reasonable;

(d) where it is considered necessary to have therdiscation order or parts thereof
translated, for the time necessary to be translatedr

(e) where criminal proceedings have already been itrated in the Republic for the
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property concerned.

(2) The Unit, for the duration of the postponementtakes all the measures it would
have taken in a similar domestic case, so as to ass that the property to which the
confiscation order relates, remains available forhe purpose of the execution of the
confiscation order.

(3) The Unit submits immediately to the competent @thority of the issuing state a
written report on the postponement of the executionof the confiscation order,
including the grounds for postponement and, if posble, the expected duration of the
postponement.

(4) As soon as the ground for postponement has cedsto exist, the Unit shall
forthwith take the necessary measures for the exettan of the confiscation order and

informs in writing the competent authority of the issuing state.

43. H.A. (1) Any freezing order or any confiscationorder registered by virtue of the Effect

provisions of section 43C, shall become enforcealas if the order had been made by aregistration.

competent court of the Republic under this Law.

(2) The Unit notifies in writing without delay the competent authority of the issuing
state on the execution of the freezing order or theonfiscation order.

(3) Where the freezing order relates to the freezip of evidence, shall remain valid,
until the transfer of the said evidence to the issng state.

(4) Money which has been obtained from the executicof a confiscation order shall be
disposed of by the Republic as follows:

(a) if the amount obtained from the execution of th confiscation order is below
EUR10,000 or the equivalent to that amount in a dférent currency, the amount shall
accrue to the Republic;

(b) in all other cases, the Republic transfers tthe issuing state 50% of the amount
and the remaining balance is deposited to the statridget of the Republic.

(5) Property other than money, which has been obtaed from the execution of the
confiscation order shall be disposed of as follows:

(a) the said property is sold and the proceeds ohé sale shall be disposed of in
accordance with paragraph (4) of this section, or

(b) where the said property is not possible to beokl, the property may be disposed of
in another way in accordance with the existing law.
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(6) The value of the confiscated property must noexceed the maximum amount
specified in the confiscation order.

(7) Notwithstanding the provisions of paragraph (%, the Republic is not required to
sell or return to the issuing state specific itemsovered by the confiscation order to be
executed, when these constitute cultural objectsriming part of its national heritage:

It is provided that, for the purposes of this sectin, the term “cultural object” has
the meaning given to this term under paragraph 1 sgion 2 of the Directive 93/7/EEC
of the Council, of 15 March 1993, on the return o€ultural objects unlawfully removed
from the territory of a Member State.

43.H.B. The Unit takes the necessary measures fdre termination of execution of the Termination of
confiscation order as soon as it is informed in wting by the competent authority of execution of a
the issuing state of any decision or measure, agesult of which the order ceases to beconfiscation
enforceable or is withdrawn for any reason. order.

43.H.C. The Court shall cancel the registration ofx freezing order or a confiscation Cancellation of
order if it appears to the Court that the order hasbeen complied with- registration.

(a) by the payment of the amount due under the freng order or the confiscation
order; or

(b) in any other way that may be provided for underthe legislation of the issuing state.

43.H. D. (1) A freezing order or a confiscation ordr may be amended or revised onlyFreezing or

by a Court or any other competent authority of theissuing state. confiscation
orders shall be

(2) The court, when exercising the powers conferredpon it by section 43.H.A., as wellbinding.

as other powers in respect of the execution of adezing order or confiscation order,

shall be bound by the findings as to the facts inosfar as they are stated in the

conviction or decision of a court or judicial authaity of the issuing state or in so far as

such conviction or judicial decision is implicitlybased on them.

43. H. E. Where in the freezing order or confiscatin order there is a reference to aCurrency of
sum of money to be received in the currency of arleér country, this amount shall be freezing order
converted into the currency of the Republic at theate of exchange ruling at the time or confiscation
the request for registration was made. order.

43.H.F. (1) Sections 14 to 23 both inclusive shallso apply in cases of freezing orderdmplementation
or confiscation orders. of the provisions
of this law in
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(2) Where, on the request of or on behalf of the ssling state, the court is satisfied thatfreezing orders
proceedings have been instituted but not concludenh this country during which a and confiscation
freezing order or a confiscation order may be madethe court shall make a restraint or orders.

charging order by applying sections 14 and 15 of th Law.

43.H.G. If the Republic is responsible for injury @used to any affected person due tdReimbursement
the execution of a freezing order or a confiscatiolorder, it requests from the issuing of paid sums.
state to reimburse to the Republic any sums paid imlamages except if, and to the

extent that, the injury is exclusively due to the entact of the Republic.

PART V - ORDERS FOR THE DISCLOSURE OF INFORMATION

44. For the purposes of this Part- Interpretation of
terms.

"information” means any kind of oral or written comnication and includes
information contained in a computer;

"privileged information" means-

(a) a communication between an advocate and & ¢iethe purposes of obtaining
professional legal advice or professional legalises in relation to legal
proceedings whether these have started or not,hwiwiculd in any legal
proceedings be protected from disclosure by virafethe privilege of
confidentiality under the law in force at the relavtime;

Provided that a communication between an advocatk a client for the
purposes of committing a prescribed offence shatl constitute privileged
information;

(b) any other information which is not admissilsiecourt for the protection of the
public interest under the law in force at the ralatime.

45.-(1 ) Without prejudice to the provisions ohet laws, in relation to the receipt oOrder for
information or documents in the course of invesinga the possible commission oflisclosure.
offences, for the purposes of inquiry in relatianprescribed offences or in relation to
inquiry for the determination of proceeds or instamtalities, the court may, on the
application of the investigator of the case, makemer for disclosure under the provisions
of this Part.

(2) For the purposes of this section, inquiry kla#go include an inquiry conducted
abroad and investigator of the case in respectheéstigation conducted abroad shall
include any investigator under the provisions of aelevant law of the Republic who
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cooperates with the investigator of the case.

(3) Any person to whom an order of disclosure tklrassed under section 46
(Conditions for the making of an order for disclay shall have an obligation to notify
forthwith the investigator about any subsequennghan the information that has already
been given under this section.

46.-(1) The court before which an application ttee making of an order for disclosur€onditions for
is submitted, may, if satisfied that the conditiarfssubsection (2) are fulfilled, make athe making of an
order called order for disclosure, addressed tg#reon who appears to the court to be ander for
possession of the information to which the applicatelates, calling upon the said persatisclosure.
to disclose or produce the said information toitlwestigator or any other person specified
in the order within seven days or within such aglemor shorter period of time as the court
may specify in the order if it considers expediemiier the circumstances.

(2) The conditions referred to in subsection (&)that:

(a) there is a reasonable ground for suspedtiaiga specified person has committed or
has benefited from the commission of a prescrilfgghoe;

(b) there is reasonable ground for suspecting that information to which the
application relates is likely to be, whether byeltsor together with other
information, of substantial value to the investigas for the purposes of which
the application for disclosure has been submitted:;

(c) the information does not fall within the categof privileged information;

(d) there is a reasonable ground for believirag this in the public interest that the
information should be produced or disclosed, havaggrd to:

(i) the benefit likely to result for the investigamn from the disclosure or
provision of the said information; and

(i) the circumstances under which the persondsspssion of the information
holds it.

(3) The order for disclosure-

(@) may also be made in relation to informationiclthis in the possession of a
government officer;

(b) shall have effect despite any obligation fecrecy or other restriction upon the
disclosure of information imposed by law or othessyi
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(c) shall not confer any right for production disclosure of information which is
privileged.

(d) It is served only to the person who has ingassession the information referred to
in the application.

47. Where the required information is contained computer- Information
contained in a
computer.

(a) if the order directs the disclosure of sudbrimation, the order shall be enforced by
the disclosure of this information in a visible dadible form;

(b) if the order directs the handing over of theoimation to the investigator or other
person, the order shall be enforced by the handirg of the information to the
investigator in a form which is visible, legiblecaportable.

48. Any person who discloses that, informationotrer relevant material regardingffences in
knowledge or suspicion for money laundering havenbsubmitted to the Unit or makes eelation to the
disclosurewhich may impede or prejudice the interrogation enwestigation carried out indisclosure of
respect of prescribed offences or the ascertainofgotoceeds, knowing or suspecting thatformation.
the said interrogation and investigation are takptgce, shall be guilty of an offence
punishable by imprisonment not exceeding five years

It is provided that, in case where a person exerdisy the professional activity of
auditor or external accountant or legal professionh attempts to prevent acustomer
from getting involved in illegal activity, this shdl not constitute a disclosure of
information in the meaning ascribed to this section

49.-(1) Without prejudice to the provisions ottsen 48 of this Law, persons engageixception from
in financial business according to section 2 of thaw, may disclose to other personthe  restriction
belonging to the same group and are operatinguntces of the European Economic Arean the
or third countries which, according to a decisidrihe Advisory Authority for Combating disclosure of
Money Laundering and Terrorist Financing, they hdween designated as imposingformation.
procedures and measures for preventing money lamgdand Financing of Terrorism
equivalent to those laid down by the EU Directitregt information has been submitted to
the Unit by virtue of section 27 of this Law or ththe Unit conducts or will probably
conduct investigations for money laundering ordest financing offences.

It is provided that, for the purposes of this gsmtti‘group” means a group of
companies which consists by the parent companyidialy companies as well as entities
in which the parent company or its subsidiaries dwectly or indirectly at least 20% of the
voting right or the share capital of the companyhe terms parent and subsidiary
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companies have the meaning ascribed to them byntieenational Financial Reporting
Standards issued by the International Accountiag&irds Board.

(2) Without prejudice to the provisions of sectiéy persons acting in the exercise of their
professional activities as auditors, external antants, independent legal professionals,
may disclose to other persons who perform theifggsional activities within the same
legal person or network which operates in countridbe European Economic Area or third
countries which according to the decision of thevisdry Authority for Combating Money
Laundering and Terrorist Financing, have been desggl as countries which impose
procedures and measures for preventing money langdeand terrorist financing,
equivalent to those laid down by the EU Directidprmation forwarded to the Unit by
virtue of section 27 of this law, or that the Uoinducts or will probably conduct inquiries
for money laundering or terrorist financing offeace A “network” means the larger
structure to which the person belongs and whiclhesheommon ownership, management or
compliance control.

(3) Persons referred to in paragraph (1) and @va may exchange between them
information related to the same customer and theedaansaction involving two or more
persons provided that they are situated in countiighe European Economic Area or third
countries which according to the decision of thevisdry Authority for Combating Money
Laundering and Terrorist Financing have been desigh as countries which impose
procedures and measures for preventing money lamgdend terrorist financing equivalent
to those laid down by the EU Directive and that pleesons who exchange between them
the information belong to the same business secldre information exchanged is used
exclusively for the purposes of the prevention ohey laundering and terrorist financing.

(4) The disclosure or the exchange of informataonording to paragraphs (1), (2) and (3)
above, shall not be treated as a breach of anyamtnal or other legal restriction on the
disclosure of information.

(5) The disclosure to the competent Supervisoryhguties from persons engaged in
financial business and other business activitias itiformation has been forwarded to the
Unit, by virtue of section 27 of this law, or thhte Unit conducts or will probably conduct
investigations for money laundering and terrorisaficing offences, does not constitute
breach of any contractual or other legal restnicta the disclosure of information.

PART VI - SUMMARY INQUIRY
50.-(1) The procedure of inquiry followed undeistiection, called summary inquiryConduct of
shall relate to the cases where the kind or amotirthe benefit may be more easilgummary
determined by an evaluation of the financial positbf the accused and his family. inquiry.

(2) For the purposes of this Part-
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"financial position of the accused" shall includtie income of the accused derived
from any source and all the movable and immovabtpgrty which he had or
acquired in the last six years before his conwvigtio

"family of the accused" shall include his fathenthrer, spouse and descendants.

(3) The inquiry referred to in this Part shall denducted upon the application of the
Attorney-General where the court which has condiceperson of the commission of a
predicate offence believes that there are reasergblunds to conduct an inquiry for the
purpose of imposing an appropriate pecuniary pgmaltespect of the proceeds which the
accused might have acquired from the commissigheobffence.

51. The summary inquiry shall be conducted undgatien 6 (Inquiry in order toProcedure to be
determine whether the accused acquired proceeds)naaccordance with the followingfollowed.
provisions:

(a) the court shall call upon the accused to gasiculars of any matter relevant to the
imposition of the penalty including the financiadgition of the accused and his
family. The particulars must be supported by natseitittes and other documents
verifying their correctness;

(b) the examination of the accused is conductethbycourt through which questions
are submitted by the prosecution and by the adeaafathe accused. The court, if
it considers expedient, may allow the cross-exatitinand re-examination of the
accused by the prosecution and by the advocateaidcused respectively;

(c) the accused may after the conclusion of k&srenation by the court call withesses
and adduce any evidence in support of his allegstifollowing which the
prosecution may call withnesses and adduce evidenedbuttal;

(d) the witnesses called to give evidence undésextion (c) above shall be cross-
examined and re-examined as if they were witnesessfying in criminal
proceedings;

(e) if at the conclusion of the inquiry the acatifails to give sufficient and satisfactory
explanations regarding the manner in which he aeduhe various assets owned
by him or his family and regarding any other mattetevant to section 7
(Assessing the proceeds from the commission ofedigeite offence), the court
may proceed on the assumption that:

(i) any property of his or part thereof acquirgédany time during the last six
years prior to the institution of criminal proceegé and for which no
satisfactory explanations were given or which we supported by
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satisfactory evidence, has been acquired with pdxefrom the
commission of a predicate offence;

(i) any property of his family or part thereofrfavhich no sufficient or
satisfactory explanations were given and whichbeen transferred at any
time during the last six years prior to the ingittn of proceedings against
him was the subject of a gift which was made by #dlceused for the
purpose of avoiding the consequences of the Law.

() the court, after having determined that tkeused benefited from the commission
of a predicate offence and subject to subsectigro{3ection 49 (Conduct of
summary inquiry), may impose a pecuniary penaltyheuit prejudice to the power
of the court to impose any other additional penalty

(g) the court, in assessing the fine to be imgpsakes into account the benefit the
accused had from the commission of a predicatenoffeas such benefit was
determined in an inquiry under this section;

(h) the court may, for the purpose of making aguiry under this section, make any
order in order to compel the accused or any othesgm to attend and to testify or
to produce anything relevant to the inquiry.

52. A person called as a witness before the daurélation to an inquiry carried outFalse
under this Part and who knowingly gives false @ciurate information shall commit arstatements.
offence punishable by four years imprisonment.

53.-(1) The court for the purpose of enforcingegymiary penalty may, if it consider€&nforcing
expedient, appoint a receiver who shall have tmeestunctions as if he were appointegecuniary
under section 17 (Appointment of a receiver). penalty.

(2) Subject to subsection (1), the provisions @gtisn 9 (Procedure for enforcing a
confiscation order. Table) shall apply for the eocément of a pecuniary penalty as if the
reference made in that section to a confiscatiaterowere a reference to a pecuniary
penalty imposed after an inquiry had been conduateigr this Part.

(3) Notwithstanding the provisions of any othewlaegarding the manner of
enforcement of orders for the payment of pecunfeyalties, an inquiry conducted by the
court for the purposes of this Part shall also eéented to be an inquiry conducted under
section 119 of the Criminal Procedure Law and tbartcshall not impose a pecuniary
penalty which in the light of the findings of theguiry cannot be collected either from the
property of the accused or by setting aside tragsfiad gifts of property to members of his
family.

PART VII
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UNIT FOR COMBATING MONEY LAUNDERING OFFENCES, ADVISRY
AUTHORITY FOR
COMBATING MONEY LAUNDERING OFFENCES

54.-(1) A Unit for Combating Money Laundering Qffees (hereinafter called "Unit"YComposition of
shall be established and shall be composed of septatives of the Attorney-General, thine  Unit  for
Chief of Police and the Director of the DepartmehiCustoms and Excise who shall bEombating
appointed by the Attorney-General, the Chief ofi¢@ohnd the Director of the Departmerifloney
of Customs and Excise, respectively. Laundering

Offences.

(2) The members of the Unit shall be appointeddbtachment and by name and the
duration of their appointment shall be at least¢hyears.

(3) The members of the Unit shall be deemed tobestigators by virtue of section 4
of the Criminal Procedure Law. Cap. 155.

(4) The Unitis presided by a representative efAktorney-General of the Republic.

(5) Without prejudice to the remaining provisiooisthe present section, operational
posts may be created for the needs of the Unigutie Law Office of the Republic.

55.-(1) The Unit, inter alia, shall- Functions of the
Unit.

(@) be responsible for the gathering, classiftcgti evaluation and analysis of
information relevant to laundering offences andaest financing;

(b) conduct investigations whenever there areorde grounds for believing that a
laundering offence and a terrorist financing ofiehas been committed,

(c) co-operate with the corresponding Units attfyea well as with Asset Recovery9 of 41(l)
Offices, for the purposes of investigation of launderindenfes and terroristof 1998.
financing offencedy the exchange of information and by other reléveays of
co-operation.

(d) issue directives for the better exercisdofunctions. 9 of 41(I)
of 1998.

(e) issue instructions to persons engaged in finhaod other business activities for the
suspension or non-execution of a transaction, whanehere is reasonable
suspicion that the transaction is connected witmeyolaundering or terrorist
financing.
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(f) inform persons engaged in financial or othesibhess activities on the results of the
investigation of the reports submitted to the Umtaccordance with sections 27
and 69 of this Law.

(2) For purposes of subsection (1)

(@) members of the Unit, upon the making of agiadiorder, may enter any premises
including premises of a financial institution; and

(b) the Unit may, upon a relevant application he tourt, secure an order for the
disclosure of information.

56.-(1) The Council of Ministers shall establigh Aadvisory Authority for Combating Composition of
Money Laundering Offences and terrorist financifigrmceswhich shall be composed of advisory
representative of- Authority.

(@) The Unit for Combating Money Laundering;

(b) The Central Bank of Cyprus;

(c) all other Supervisory Authorities of the firtgad sector;

(d) the Ministry of Finance;

(e) the Customs Department;

(f) the Ministry of Foreign Affairs;

(g) the Customs Department;

(h) the Cyprus Police;

() the Department of Registrar of Companies and @ffReceiver;

(j) the Association of International Banks;

(ja) the Association of Commercial Banks;

(jb) the Cyprus Bar Association, the Institute @rtified Public Accountants of Cyprus
and other professional bodies which the CouncMwfisters may prescribe.

(jic) any other organisation or service the CouotMinisters may prescribe.
(2) The Advisory Authority shall be presided by thttorney General of the Republic or

the Head of the Unit for Combating Money Laundemsghis representative.
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(3) The Advisory Authority shall be in quorum wheat least five members are present
at the meeting.

57. The Advisory Authority shall- Powers of the
Advisory
Authority.
(@) inform the Council of Ministers of any measutaken and the general policy
applied against money laundering and terroristfiirag offences;

(b) advise the Council of Ministers about addiibmeasures which, in its opinion,
should be taken for the better implementation i taw;

(c) promote the Republic internationally as antouwhich complies with all the
conventions, resolutions and decisions of inteomai bodies in respect of
combating laundering and terrorist financoffences.

(d) (i) Designates the third countries outside Egopean Economic Area which
impose procedures and take measures for prevemamgy laundering and
terrorist financing equivalent to those laid downthe EU Directive

(i) For this purpose it applies the relevant demis of the European Commission,
according to Article 40 (4) of the EU Directive.

(iii) Notifies the competent Supervisory Authorftieof its decision with the
purpose of further notification of the said deadisito the persons falling
under their supervision.

PART VIl
SPECIAL PROVISIONS IN RESPECT OF
FINANCIAL AND OTHER BUSINESS ACTIVITIES

58. Any person carrying on financial or other besis activities, is obliged to applyrocedures for
adequate and appropriate systems and procedur@sation to the following: preventing
Money
Laundering and
Terrorist
Financing.

e customer identification and customer due diligenoe accordance with the
provisions of sections 60-66 of this Law;
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» record-keeping in accordance with provisions ctiea 68 of this Law;

* internal reporting and reporting to MOKAS, in amt@nce with the provisions of

section 69 of this Law;

e internal control, risk assessment and risk managénm order to prevent money

laundering and terrorist financing;

» detailed examination of each transaction whichtbyhature may be considered to
be particularly vulnerable to be associated withneyolaundering offences or
terrorist financing and in particular complex omsnally large transactions and all
other unusual patterns of transactions which havapparent economic or visible

lawful purpose.
* informing their employees in relation to:

) The systems and procedures in accordance witlgagoias (a) to (e) of
this section

(i) the present Law

(i)  the Directives issued by the competent Supervigathority according to
section 59 (4) of this Law and

(iv)  the European Union’s Directives on the preventainthe use of the
financial system for the purpose of money laundgramd terrorist
financing.

e ongoing training of their employees in the rectigniand handling of transactions

and activities which may be related to money lauindeor terrorist financing.

59.-(1) Supervisory Authorities, in relation tadincial business are-

(a) The Central Bank of Cyprus-

() for banks, including branches of banks which bld an operational license granted
by a competent authority of a member state, in rel#on to activities determined by the
Banking Law;

(i) for electronic money institutions, including branches and agents of electronic
money institutions, which hold a relevant operatioal license granted by a competent
authority of a member state, in relation to the advities determined by the Electronic

Money Institutions Law, as it stands, for which suprvisory responsibilities have been
assigned to the Central Bank;
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(i) for payment institutions, including branches and agents of payment institutions,

which hold a relevant operational license granted Yy a competent authority of a

member state, in relation to the activities deterrmed by the Payment Services Law, as
it stands, for which supervisory responsibilities ave been assigned to the Central
Bank;

(iv) for the persons supervised by the Central Bdn, in relation to the activities
determined by the Central Bank of Cyprus Law or anyother law and for which the
Central Bank exercises supervision.

(b) The Authority for the Supervision and DevelopmehtCooperative Societies in
relation to the activities determined by the Co-@gige Societies laws of 1985-
2007,

(c) The Securities and Exchange Commission:

() regarding the services and activities that provided by the Investment Firms as
these are defined in the Investment Services amgi#es and Regulated Markets
Law, as amended and

(i) regarding the services and activities that grovided by the Management
Companies and Investment Companies as these aredleh the Open-Ended
Undertaking for Collective Investment in Transfdeal®ecurities (UCITS) and
Related Issues Law, as amended.

(d) The Insurance Commissioner in relation to thevaes determined by the Law on
Insurance Services and other related Issues 2002-20

(2) Supervisory Authorities in relation to othersiness activities are:

(@) The Council of the Institute of Certified Publiccéountants of Cyprus, for the
professional activities of auditors and externalcamtantsand tax advisors, as well
as companies carrying the said activities;

(b) The Council of the Cyprus Bar Association for theofessional activities of
independent legal professionals, as determineisiaw;

(c) The Unit for Combating Money Laundering, for thefessional activities of Real
Estate Agents and of Dealers in precious metalsstonks, as determined in this
law.

(3) In relation to persons carrying out finanaialother business in accordance with
section 2 of this law, other than those referrethtparagraphs (1) and (2), the Supervisory
Authority is designated by the Council of Ministers
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(4) A Supervisory Authority, for the purpose ofepenting money laundering and
terrorist financing and for the purposes of this,léssues directives to persons falling under
its supervision, which are binding and obligatosyt@a their application for the persons they
are addressed to:

It is provided that, the directives issued by a Sugrvisory Authority determine the
details and specify the way of applying the provisins of this Part by the supervised
persons and require the assumption and implementain of procedures and systems
for the effective prevention of the risks of commiing or attempting the commission of
money laundering or financing of terrorism offences

(5) The Supervisory Authorities monitor, assesg anpervise the implementation of
this Part of the Law and of the directives issue@ccordance with paragraph (4) by the
persons falling under their supervision.

(6) (a) The Supervisory Authority may take @llany of the following measures in
cases where a person falling under its supervisitg1to comply with the provisions of this
Part of the Law or with the Directives issued bg tompetent Supervisory Authority in
accordance with paragraph (4) of this section erE& Regulation no. 1781/2006 of the
European Parliament and the Council of November 2006:

(i) To require the supervised person to take guehsures within a specified
time frame as may be set by the Supervisory Authariorder to remedy
the situation;

(i) To impose an administrative fine of up to02000 having first given the
opportunity to the supervised person to be heardjmthe case the failure
continues, to impose an administrative fine of oE1.000 for each day
the failure continues;

(i) To amend or suspend or revoke the licenseparation of the supervised
person.

It is provided that, the competent Supervisory Autly may at its discretion
publicize the imposition of the administrative fine

(b) Independent legal professional or auditoexternal accountant who fails to comply

with the provisions of this section and the direesi issued by the Competent Supervisory
Authority in accordance with paragraph (4) of teection, is referred by the competent
Supervisory Authority to the competent Disciplin&gard which will decide accordingly.

(7) Where a Supervisory Authority-
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(a) possesses information, and

(b) is of the opinion that any person subject to itpesvision is engaged in money
laundering or terrorist financing offences,

it transmits, as soon as possible, the informatbahe Unit.

(8) The Supervisory Authorities in relation o financial business, may exchange
information with the Unit, within the framework of their obligations, emanating from
this Law.

60. Persons engaged in financial and other busiapply customer identificationApplication  of
procedures and customer due diligence measurhs ioltowing cases: customer  due
diligence and

identification

procedures.

(&) When establishing a business relationship;

(b) When carrying out occasional transactions amogntin EURO 15,000 or more,
whether the transaction is carried out in a sirgleration or in several operations
which appear to be linked;

(c) When there is a suspicion of money launderingeootist financing, regardless of
the amount of the transaction;

(d) When there are doubts about the veracity or adsgqoé previously customer
identification data.

61.-(1) Customer identification procedures andamsr due diligence measures shalVays of
comprise: application  of
customer  due
diligence and

identification

procedures.

(a) identifying the customer and verifying the customedentity on the basis of
documents, data or information obtained from abdi and independent source;

(b) identifying the beneficial owner and taking risksed and adequate measures to
verify the identity on the basis of documents, datanformation obtained from a
reliable and independent source so that the paraoging on in financial or other
business knows who the beneficial owner is; asrdsgéegal persons, trusts and
similar legal arrangements, taking risk based atehjaate measures to understand
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the ownership and control structure of the custpmer

(c) obtaining information on the purpose and intendesture of the business
relationship;

(d) Conducting ongoing monitoring of the businessti@tship including scrutiny of
transactions undertaken throughout the courseatfridationship to ensure that the
transactions being conducted are consistent wighitformation and data in the
possession of the person engaged in financial loerdbusiness in relation to the
customer, the business and risk profile, includivitere necessary, the source of
funds and ensuring that the documents, data omiaion held are kept up-to-date.

(2) Persons engaged in financial or other busiaessities apply each of the customer
due diligence measures and identification procexiget out in paragraph (1) above, but
may determine the extent of such measures on &eis$itive basis depending on the type
of customer, business relationship, product orstiation. Persons engaged in financial or
other business activities must be able to demdestta the competent Supervisory
Authorities that the extent of the measures is gmpate in view of the risks of the use of
their services for the purposes of money laundeaimdjterrorist financing.

(3) For the purposes of the provisions relatingdemtification procedures and customer
due diligence requirements, proof of identity isssactory if-

(a) Itis reasonable possible to establish that tlstocoer is the persons he claims to be;
and

(b) The person who examines the evidence is satisfiedaccordance with the
procedures followed under this Law, that the custois actually the person he
claims to be.

62.-(1) The verification of the identity of the stamer and the beneficial owner i8Vhen to apply
performed before the establishment of a busindssiamship or the carrying out of thecustomer  due
transaction. diligence and

identification
procedures.

(2) By way of derogation from paragraph (1), theification of the identity of the
customer and the beneficial owner may be complateithg the establishment of a business
relationship if this is necessary not to interrthg normal conduct of business and where
there is little risk of money laundering or tersbrfinancing occurring. In such situations
these procedures shall be completed as soon d@gabéde after the initial contact.

(3) By way of derogation from paragraphs (1) a8y {n relation to life insurance
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business, the verification of the identity of thenbficiary under the policy may take place
after the business relationship has been establlishie that case, verification shall take
place at or before the time of payout or at or fefihe time the beneficiary intends to
exercise rights vested under the policy.

(4) In cases where the person engaged in finaociather business activities is unable
to comply with sub-paragraphs (a) to (c) of parphrél) of section 61, it may not carry out
a transaction through a bank account, establislusinéss relationship or carry out the
transaction, or must terminate the business reistip and shall consider making a report
to the Unit in accordance with sections 27 andfa@ie law.

(5) Independent legal professionals, auditorseatdrnal accountants are not obliged to
apply paragraph (4) above, in situations where #ireyacting in the course of ascertaining
the legal position of their client or performingethtask of defending or representing that
client in judicial proceedings, including adviceiostituting or avoiding proceedings.

(6) Identification procedures and customer dugeliice requirements must be applied
not only to all new customers but also to existongtomers at appropriate times, depending
on the level of risk of being involved in money talering or financing of terrorism
offences.

63.-(1) Persons engaged in financial or otherrtmss activities mayin the cases Simplified
referred to in paragraphs (a), (b) and (d) of sectin 60, not apply the due diligence customer  due
procedures referred to insection 61 and in paragraph (1) of section 6Z2#spect of the diligence  and
following customers: identification

procedures.

(a) Credit or financial institution covered by the Blitective.

(b) Credit or financial institution carrying out one orore of the financial business
activities as these are defined in section 2 of thiv and which is situated in a
country outside the European Economic Area, which:

(i) in accordance with a decision of the Advisorytiority for Combating Money
Laundering and Terrorist Financing, imposes requamts equivalent to those laid
down by the EU Directive and

(i) it is under supervision for compliance witihose requirements.
(c) Listed companies whose securities are admittedchtbrig on a regulated market in a
country of the European Economic Area or in a thliodintry which is subject to

disclosure requirements consistent with commumigysliation;

(d) Domestic public authorities of countries of thedpean Economic Area.
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It is provided that, in cases mentioned in paragsdp) to (d) of this section, persons
engaged in financial or other business activitiasehto gather sufficient information to
establish if the customer qualifies for an exempts mentioned in these paragraphs.

(2) In the cases referred to in paragraphs (a), {band (d) of section 60, it is not
required to apply the due diligence procedures refeed to in section 61 and in
paragraph (1) of sections 62 in respect of:

(a) life insurance policies where the annual premiama more than euro 1,000 or
the singe premium is not more than euro 2,500;

(b) insurance policies for pension schemes if themoisurrender clause and the
policy cannot be used as collateral,

(c) a pension or similar scheme that provides retirdnfenefits to employees,
where contributions are made by way of deductiomfivages and the scheme
rules do not permit the assignment of a membeté&est under the scheme;

(d) electronic money, as defined by section 2 of thextEonic Money Institution
Law,

(i) if the device cannot be recharged, the maxinamount stored in the device
is no more than euro 150; or

(i) if the device can be recharged, a limit of@@;500 is imposed on the total
amount transacted in a calendar year, except whamaunt of euro 1,000
or more is redeemed in the same calendar yearebydarer.

64.-(1) Persons engaged in financial or otherrtass activities apply the followingenhanced
enhanced customer due diligence measures, in @dditi the measures referred to idiligence

sections 60, 61 and 62 in the following situations: measures.

(a) Where the customer has not been physicallyeptdsr identification purposes,
apply one or more of the following measures:

(i) Obtain additional documents, data or informatior verifying customer’s
identity;

(ii) take supplementary measures to verify or §ethe documents supplied,
or requiring confirmatory certification by a credit financial institution
covered by the EU Directive.

(iii) Ensure that the first payment of the operatigs carried out through an
account opened in the customer’'s name with a cneslittution which
operates in a country within the European Econginga.
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(b) In respect of cross-frontier correspondentkban relationships with credit
institutions-customers from third countries, itegjuired to:

(i) Gather sufficient information about the creditstitution-customer to
understand fully the nature of the business and aititvities of the
customer and to assess, from publicly availableormétion, the
reputation of the institution and the quality af #upervision;

(i)Assess the systems and procedures applied byctledit institution-
customer for the prevention of money laundering @nrorist financing;

(ii)Obtain approval from senior management befoemtering into
correspondent bank account relationship;

(iv)Document the respective responsibilities of tperson engaged in
financial or other business activities and of thedd institution-

customer.

(v) With respect to payable-through accounts, rbaestnsured that the credit
institution-customer has verified the identity df icustomers and
performed ongoing due diligence on the customevegalirect access to
the correspondent bank accounts and that it is tabfgovide relevant
customer’'s due diligence data to the correspondlestitution, upon
request.

(c) In respect of transactions or business aathips with politically exposed

persons residing in a country within the Europeaori®mic Area or a third

country, it is required from persons engaged iarfirial or other business activities
to:

()  have appropriate risk-based procedures t@rdeéhe whether the
customer is a politically exposed person;

(i) have senior management approval for estabighibusiness
relationships with such customers;

(i) take adequate measures to establish the safrevealth and source of
funds that are involved in the business relatignshitransaction;

(iv) conduct enhanced ongoing monitoring of theifess relationship.
(2) Enhanced customer due diligence measures bausaken in all other instances

which due to their nature entail a higher risk aimay laundering or terrorist financing.
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65.-(1) Persons engaged in financial or other rMass activities, take reasonabl€ransactions on
measures for collecting adequate documents, dataformation for establishing andoehalf of
verifying the identity of the third person on whdsshalf the customer is acting; another person.

It is provided that, in such a case it haotbe established that the customer is duly
authorised by the third person for this purpose.

(2) For customers which are companies or legatiestit must be verified that the
natural person who appears to act on behalf ottisteomer is properly authorised for this
purpose and his identity must be established arifiece

66.-(1) (a) Persons who possess a license tg/ damnking business inProhibition

accordance with the provisions of the Banking Ldw @97 or from

the Cooperative Societies Law of 1985 are prohdbiteenter cooperating

into or continue any business relationship witheallank. with a shell
bank or
keeping
anonymous
accounts.

(b) Persons referred to in paragraph (a) abawe to take the
necessary measures to ensure that they are najezhga or
continue correspondent banking relations with skhalich is
known to permit its accounts to be used by a $zaik.

(2) Itis prohibited for persons engaged in firiahor other business activities to
open or maintain anonymous or numbered accountcoounts in names other
than those stated in official identity documents.

(3) Persons carrying financial or other busines$vities have to pay special
attention to every threat or danger for money laumg) or terrorist financing
which may result from products or transactions Wwhimay favour anonymity, shall
take measures, if needed, to prevent their ussuoh activitiesand to apply to
the extent possible reasonable measures and proceds to face the dangers
arising from technological developments and new femcial products.

67.-(1) Persons engaged in financial or otherrmss activities in accordancé&erformance
with section 60 of this law may rely on third pestifor applying the requirementdy third
laid down in sub-paragraphs (a), (b) and (c) ohgeaph (1) section 61 of this Lawparties.
in respect of customers identification proceduresl @ustomer due diligence
measures:
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It is provided that, the ultimate responsibilityr foneeting those
requirements shall remain with the person who gaged in the financial or other
business activities and who relies on the thirdypar

(2) (@) For the purposes of this section, thirdypaneans credit institution or
financial institution or auditors or independenpdk professionals or person
providing to third parties trust and company sessitncluded in paragraph (e) of
the definition of the term “other business actasti, falling under the EU Directive
and which:

(i) they are subject to mandatory professionalstegiion, recognised
by law; and

(i) they subject to supervision regarding theimpdiance with the
requirements of the EU Directive;

(b) Third party for the purposes of this sectionyrba any other person who is
engaged in financial or other business as defineskction 2 of this Law, or
accountants or independent legal professionalseosops providing to third
parties trust and company services as includediagraph (e) of the definition
of the term “other business activities” and who rape in countries outside the
European Economic Area and which according to asuec of the Advisory
Authority for Combating Money Laundering and Finguwgcof Terrorism, have
been determined that they impose equivalent praesdand measures for the
prevention of money laundering and terrorist finagdo those laid down by the
EU Directive.

It is provided that the abovementioned third pessbave to fulfil the
requirements set out in subparagraph (i) and f(idavagraph (a) of this section.

(c) the terms financial institutions and personengaged in financial
business activities, for the purposes of this seoti, do not include-

(i) payment institution, as this is defined in seodn 2 of the Payment
Services Law, when the activity carried out by thePayment Institution falls
under point 6 of the annex to the Payment Servicdsaw,

(i) currency exchange office, and

(iif) persons which have been granted a licence e Central Bank of
Cyprus for the establishment and operation of a moey transfer business,
before the Payment Services Law came into force arttley continue to hold the
said license.
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(3) Persons engaged in financial or other busiaesgities must request from
the third party to:

(@) make immediately available data, informationd adocuments
obtained as a result of the application of the edoces
establishing identity and customers due diligenaasures in
accordance with sub-paragraphs (a), (b) and (@achgraph (1)
of section 61 and

(b) forward immediately to them, copies of thedmcuments and
relevant information on the identity of customertlog beneficial
owner which the third party collected when applythg above
procedures and measures.

68.-(1) Persons engaged in financial or otherrtmss activities are required t&record

keep records for a period of at least five yearnheffollowing documents:

(a) Copies of the evidential material of the costoidentity.

keeping.

(b) relevant evidential material and details of hlsiness relations and

transactions, including documents for recordingngeations in the
accounting books and

(c) relevant documents of correspondence withctistomers and other persons

with whom they keep a business relation.

(2) The five year period is calculated followinget carrying out of the
transactions or the end of the business relatipnshi

(3) Persons engaged in financial or other busiaessities shall ensure that al

the documents referred to in paragraph (1) abogenade available rapidly and
without delay to the Unit and the competent Susemyi Authorities for the purpose

of discharging the duties imposed on them by @& |

68.A.-(1) Persons engaged in financial business wdies apply in their
branches and subsidiary companies established initd countries outside the
European Economic Area, measures and procedures fodue diligence,
customer identification and record keeping, equivaint to those provided for in
this Part and in the directives issued by the compent Supervisory Authorities
in relation to financial business activities;

It is provided that, in the event that the measuresnd procedures required
by the law and the Directives of the Supervisory Athority of the third country
differ from those provided for in this Part and in the directives of the
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competent Supervisory Authority in the Republic, thken the branch and/or the Area.
subsidiary company established in the third country applies the stricter
requirements of the two;

It is further provided that, in the event that the legislation of the third
country does not allow the application of equivalen measures as provided
above, the person engaged in financial business @wities which maintains a
branch and/or a subsidiary company in the third country, is required-

(i) to inform immediately the competent SupervisoryAuthority, and

(ii) to take additional measures in order to facehe risk of money laundering
or terrorist financing.

(2) Persons engaged in financial business activisienotify their branches and
subsidiary companies established in third countries of the policy and
procedures they apply according to section 58 forhe prevention of money
laundering and terrorist financing offences.

68.B. Persons engaged in financial business actie# apply systems and Timely
procedures which make possible the timely response enquiries of the Unit or response to
the competent Supervisory Authority as to whether hey keep or have kept the enquiries
during the last five (5) years a business relatiohgp with specific persons and of the Unit or
the type of this business relationship. the

Supervisory
Authorities.

68.C. In the event that a the customer of a persoengaged in financial or Offence of
other business activities, or a person who is authised to act on behalf of the providing
customer, or a third person according to paragraph(a) of subsection (2) of false or
section 67, on whom the person engaged in financiat other business activities misleading
relies for the performance of the procedures for cstomer identification and evidence or
due diligence measures, knowingly provides false amisleading evidence or information
information for the identity of the customer or of the ultimate beneficial owner and false or
or provides false or forged identification documersd, is guilty of the offence and, forged
in case of conviction, is subject to imprisonment @t exceeding 2 years or to adocuments.
pecuniary penalty of up to €100.000 or to both otiese penalties.

68.D.-(1) Irrespective of the provisions of sectiof8.A, every financial group Definition of
appoints a manager from a company of the group whit was incorporated in coordinator in
the Republic and commands the biggest amount of tat assets from all the a financial
companies of the group which have been incorporateth the Republic as a business
coordinator, for ensuring the implementation by all the companies of the group.
financial group, including their branches abroad, which are engaged in
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financial business activities, of adequate and apppriate systems and
procedures for the effective prevention of money landering and terrorist
financing offences.

(2) For the purposes of this section-

(a) the term “financial group” means a financial goup which includes at
least two (2) companies engaged in financial busis® activities and is composed
of a parent company, incorporated in the Republic ad one or more subsidiary
companies incorporated in the Republic and/or outsie the Republic and does
not include a parent company established in the Reyplic, which is not engaged
in financial business activities with one or more wbsidiary companies
established exclusively outside the Republic and

(b) the terms “parent company” and “subsidiary compmny” have the
meaning ascribed to these terms in section 148 difet Companies Law.

69.-(1) Persons engaged in financial or other nass activities apply thelnternal

following internal reporting procedures: procedures and
reporting to
MOKAS.

(a) Appoint a person as a money laundering comgéiafficer to whom a report
is to be made about any information or other matteich comes to the attention of
the person handling financial or other busineswities and which, in the opinion
of the person handling that business, proves de€rsuspicion that another person
is engaged in a money laundering offence or testréiriancing.

(b) requiring that, any such report to be congdein the light of all other
relevant information by the money laundering coenptie officer, for the purpose of
determining whether or not the information or othatter contained in the report
proves this fact or creates such a suspicion.

(c) allowing the money laundering compliance dfidn accordance with
paragraph (b) above to have direct and timely acte®sther information, data and
documents which may be of assistance to him andhniki available to the person
engaged in financial or other business activities.

(d) Securing that the information or other mattentained in the report is
transmitted to the Unit when the person who hasidened the report under the
above procedures, ascertains or has reasonable&isaspthat another person is
engaged in money laundering or terrorist finanadnghat the transaction may be
connected to such activities.
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It is provided that, the obligation to report t@ tinit includes also the attempt to
execute such suspicious transactions.

70. Persons engaged in financial and other busiaesivities refrain from Refrain  from
carrying out transactions which they know or susgecbe related with moneycarrying  out
laundering or terrorist financing before they imfothe Unit of their suspicion insuspicious
accordance with sections 27 and 69 of this law; transactions

before
informing the
Unit.

It is provided that, if it is impossible to refrafrom carrying out the transaction
or is likely to frustrate efforts to pursue the bfciaries of a suspected money
laundering or terrorist financing operation, thespas engaged in financial or other
business activities, must inform the Unit immediatdterwards.

71. The non-execution or the delay in execution @y transaction for the Non-
account of a customer, by a person engaged in fineial or other business execution or

activities shall not constitute breach of any contictual or other obligation of delay in
the said person towards its customer if it is dueot executing
transaction
(a) the non provision of sufficient details or inbrmation for- for the

account of a
() the nature and the economic or commercial purpse of the transaction, customer by a
and/or person
engaged in
(i) the parties involved, as required by the RegulatiofEC) no. 1781/2006 financial  or
of the European Parliament and of the Council of 13N ovember 2006 on other business
information on the payer accompanying transfers ofunds, or activities.

(b) the knowledge that the money held to the credibf the account or the
transaction, may be connected with money launderin@r terrorist financing
offences or with the commission of other criminal ffence.

PART IX - MISCELLANEOUS PROVISIONS

72. Upon the making of any order under this Lawinistances where no otheApplication of
express provision is made in this Law, the releymavisions of the Civil Procedurecivil
Law and the Civil Procedure Rules apply, with tixeraption of the provisions ofproceedings.
section 9 of the Civil Procedure Law which relatesrders obtained ex-parte.

It is provided that, a Court which adjudicates amtlons for the making of any
order under this law, shall apply the standard obop applicable in these
proceedings.
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73.-(1) The court may make an order setting aaime prohibited gift with a Setting aside
view to enforcing a confiscation order or a pecongenalty. of gifts.

(2) The court, before making the order for thdisgtaside of the gift, shall
afford the person in possession of the propertycisionstitutes the subject-matter
of the gift the opportunity to express his viewsl 4o give reasons why the setting
aside of the gift should not be ordered.

(3) Where the person in possession of the subjetter of the gift is a minor,
the opportunity mentioned in subsection (2) shalatforded to his guardian.

(4) The court may order that any property, after setting aside of the gift in
pursuance of the provisions of subsection (1), dggstered provisionally for the
purposes of enforcement of any order of the cautthe name of the receiver or
other person specified in the order.

(5) Any property which is the subject-matter of @wler under subsection (1)
shall be disposed in accordance with the directafrike court.

(6) For the purposes of this section the provisiohsubsection (8) of section 13
shall apply.

74. Notwithstanding the provisions of any othewl.a prescribed offence shalExtradition of
constitute an offence for the purposes of extraditf fugitives under the relevana person who

law. has committed
a  prescribed

offence.
75. Service of an order made under this Law tapesvisory authority shall beService of

deemed as service to all the persons who are $ubjdee control of the supervisoryorders.
authority:

It is provided that, the supervisory authority $ie obliged to notify forthwith
all the persons subject to its supervision abaeibtidler made under this Law.

76.-(1) The competent Supervisory Authorities, thet, the Ministry of Justice Statistical
and Public Order, the Police, the Customs and EXoEpartment, have to maintaiiata.
comprehensive statistics on matters related to doanpetences.

(2) Such statistics shall as a minimum cover thgpiious transaction reports
made to the Unit, the inspections made by the Sigmy Authorities, the
administrative penalties and the disciplinary samst imposed by the Supervisory
Authorities, the number of cases investigated,nilvaber of criminal prosecutions,
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the number of convictions and the assets frozeéred®r confiscated.

77.-(1) The Supreme Court may make rules for #teebimplementation of theRules of Court.
provisions of this Law.

(2) Until rules of court are made, the courts lstyaply the existing rules of court
according to the nature of the proceedings witthstariations or modifications as
are considered necessary.

78.-(1) Upon the enactment of this Law, the Préwenand Suppression ofRepeal and
Money Laundering Activities Laws of 1996-2004 shb# repealed due to theeservation.
revision of its provisions and their inclusion img Law, without prejudice to any
act or action that was done or instituted underdpealed Law.

(2) Any proceedings that were instituted underrdpealed Law, shall continue
on the basis of the provisions of this Law.

79. This Law will come into force orfi'Danuary 2008. Date of
enforcement of
the present
law.
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3.2A LAW TO RATIFY THE INTERNATIONAL CONVENTION FOR TH E
SUPPRESSION OF THE FINANCING OF TERRORISM, INCLUDIN G
SUPPLEMENTARY PROVISIONS FOR THE IMMEDIATE
IMPLEMENTATION OF THE CONVENTION (No. 29 (lll) of 2 001)

The House of Representatives enacts as follows:

1. This Law may be cited as the International Cotieerfor the SuppressionShort title.
of the Financing of Terrorism (Ratification and @thProvisions) Law of
2001.

2. In this Law, unless the context otherwise recuire Interpretation.

“Convention” means the International Convention tioe Suppression of the
Financing of Terrorism agreed on 10 January, 2G08hach the original text

in English is cited in Part | of the Table and@<ek translation in Part Il Table.
Provided that in case of conflict between the texid the English original onePart I.
shall prevail; Table.

Part Il

“Republic” means the Republic of Cyprus.

3. The Convention, signed by the Republic of Cygnllewing the Council Ratification of
of Ministers’ Decision No. 52.963 dated 4 Janua®@Z® is ratified by this Convention.
Law and implemented according to the following ps@mns.

4.-(1) The offences referred to in article 2 of @envention are punishable byDffences and
imprisonment up to fifteen years or with a fineosfe million Cyprus poundspenalties.

or both such imprisonment and fine:

Provided that in any criminal procedure in relatitm any of the fore-

mentioned offences, the Court may, following a esjuon behalf of the

prosecution, issue an order, temporary, restricivenperative, that could be

issued by virtue of the provisions of any Law.

(2) A temporary Court order is issued follogiia submission of an ex
parte application supported by an affidavit, whiohist cite all substantive
facts, in the prosecution’s disposal at the timehef application. The Court,
should it accept the application, sets the daterittg the application and the
order before it. The further procedure is reguatautatis mutandis, by the
Civil Procedure Rules in force at the time.

5-(1) A legal person of any nature is subjectetheosame criminal and civil Liability of
liability in case where any person, in charge ef éldministration or control ofLegal person.
the said legal person, commits under the said dspeat offence in violation

of the Convention.

(2) By virtue of any Law, a competent Autlwrio register, operate or
control a legal person, as cited in subSectionniBy, in addition to any other
power to impose sanctions against the said legabpeorder its crossing out
of the relevant registry or the postponement ofoipgration for any time
period it would consider necessary under the cistances. The
consequences of such crossing out are governedtismmutandis, by th
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provisions of the Law, by virtue of which the regigion had been made.

6. During the trial of the offence, under articlef2zhe Convention and undeExcluding
Section 4 of this Law, it does not constitute aedeé or a mitigating factorcertain
that the offence was motivated by political, idst#di, racial, national, religiousdefenses.
or other relevant reasons.

7-(1) Notwithstanding the provisions of Sectionfihe Criminal Code, the Jurisdiction of
Courts of the Republic have the jurisdiction to head try any offence Courts of the
committed in violation of article 2 of the Convemti and Section 4 of thisRepublic,
Law, under the conditions, referred to in paragsapland 2 of article 7 of theCap. 154
Convention. 3 of 1962
43 of 1963
41 of 1964
69 of 1964
70 of 1965
5 of 1967
58 of 1967
44 of 1972
92 of 1972
29 of 1973
59 of 1974
3 of 1975
13 of 1979
10 of 1981
46 of 1982
186 of 1986
111 of 1989
236 of 1991
(2) The implementation of subSection (1) ibjsated to the provisions and  6(I) of 1994
interpretations of subSections (2) and (3) of $&ch of the Criminal Code. 3 (I) of 1996
36 (I) of 1997
40 (I) of 1998
45 (I) of 1998
15 (1) of 1999
37 (1) of 1999
38 (I) of 1999
129 (1) of 1999
30 (I) of 2000
43 (I) of 2000
77 (1) of 2000
162 (1) of 2000
169 (1) of 2000
181 (1) of 2000
27 (1) of 2001.
8. Acts that constitute offences by virtue of adi@ of the Convention andConfiscation
Section 4 of this Law or acts that constitute alation of article 2 of the Freezing  and
Convention, are considered, even if the courtshef Republic do not haveother court
jurisdiction to try them, as predicate offencedfascluded in Section 5 of theorders.
Prevention and Suppression of Money LaunderingvRieis Law, and for the
purposes of freezing or confiscating property oocpeds, the relevant 61 (I) of 1996
provisions of this Law shall be implemented. 25 (1) of 1997
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41 (1) of 1998
120 (1) of 1999
152 (1) of 2000.

9. Without prejudice to the provisions of any othaw, the main competencyCompetency for
for combating the financing of terrorism, accorditogthe provisions of thethe combating
Convention of this Law, is appointed to the Unit fGombating Money of financing
laundering Offences which sets up a Special Deganttior this purpose. terrorism.

10. No provisions of this Law shall be interpreted iagposing upon the No obligation to
Republic of Cyprus the obligation to issue or pdevimutual legal assistanceissue or provide
if the Republic of Cyprus has substantive reasoielieve that the request fotegal assistance
extradition for offences referred to in article f2tee Convention or for mutualfor certain
legal assistance in relation to these offences d@se with the aim to reasons.
criminally prosecute or punish a person due to ,raekgion, nationality,

origin, political beliefs or legal, according tot@énnational law, claims of

collective rights or that compliance to the requesuld crate damage to the

position held by such person for any of the reasoressmentioned.

11-(1) A Special Fund is set to which pecuniary antewvill be deposited Creation of
that will be confiscated by virtue of the provissoof the Laws referred to inSpecial Fund.
Section 8 of this law. The pecuniary amounts wi# provided for

compensation to the victims, or if they have diedhe families of the victims

of the offences referred to in article 2, paragrapeubparagraphs (a) and (b)

of the Convention.

(2) Compensation from the Fund will be proddecording to regulations
to persons, to which it is not possible to providempensation from the
offender either because they are unknown or bectigse are not alive or
within the domain of the Republic or for any othesisons.

(3) To this Fund it is possible to deposit dares by the Republic or by
any other persons or Organisation.

(4) Notwithstanding the provisions of subSetsigl) and (2), the Republic
of Cyprus can enter into agreements with otherest@embers to the
Convention in relation to the distribution betwettem of property and
proceeds that have been confiscated. In sucheatbasRepublic of Cyprus
will deposit its own share to the Fund.

12. For purposes of implementation of article 18 @i)xthe Convention the Precautionary
relevant Sections of the Prevention and Suppressiokloney Laundering measures at
Activities Law, shall be implemented and Specific®art VI, Sections 57 to financial  and

67. economic
sector.

13-(1) The Council of Ministers may make Regulatidios the better Issue of

implementation of the Convention and this Law. Regulations.

(2) Despite the generality of subSectioni{1¥ possible to regulate by
Regulations all or any of the issues referred tparagraph 4 of article 8 of the
Convention.
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Note: This Law was enacted on 30.11.2001 with Laav 29(l1l) of 2001 and amended on 22.7.2005
with Law No. 18(lll) of 2003.

/nomosxedia/29 (11l) of 2001

3.3A LAW PROVIDING FOR INTERNATIONAL CO-OPERATION IN C  RIMINAL
MATTERS (Number 23 (1) of 2001)

The House of Representatives enacts as follows: Short title.

1. This Law may be cited as the Internationaloperation in Criminal Matters
Law of 2001.

2. Inthis Law, unless the context otherwisguiges- Interpretation

"Competent authority of the Republic® means the Minister of
Justice and Public Order,

"Court" means any Court of the Republic of Cyprus or i€obia
foreign country competent to try criminal cases,

‘document of procedure” means any document servedvigue of this Law,

"evidence' means statements, documents and elentdriésv of  any kind
which could be presented before the Court of Lamtlie purposes of procedure
and "document” has thmeaning attributed to it nder the Evidence Law and
includesany form of modern way of recording acts, contractddeclarations which
are admissible before the Court whirey will be presented.

“foreign country" means a country which falls in the field of applion of
this Law and includes any ship or aircraft registerin such country, and
reference to a "foreign country" is also regardeds a reference to the
InternationalCriminal Court which was established with the signiof the
Final Acton 17.7.1998 in Rome.

"prosecution authority" means the Attorney General of the Republic, theeC
of Police, the Director of the Custonepartment, members of the Unit for the
Suppression of Money Laundering Offences and ahgrofuthority or person who is
entitle to make inquiries and persecutions (expulsj in the Republic and any such
authority of aforeign country with relevant competencies,

Cap.105
"procedure” means the criminal procedure as this term isrpmeged in the 93 of 1972
Criminal Procedure Law, 2 of 1975
12 of 1975
"Republic" means the Republic of Cyprus, 41 of 1978
162 of 1989

"written request" means the official request (letter of requegletogatory ) 142 of 1991
submitted from one country to another for law cesgpion in matters covered by th® of 1992
provisions ofthis Law 10(1) of 1996
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89(I) of 1997
54(I) of 1998
96 (1) of 1998

3.-(1) This Section shall be applied inesasvhere the Service of Service of
competent authority of the Republic receives &tipp from a competent authority ofdocuments of
a foreign country to serve to a person in the Ripub procedure of

a foreign

(@ A writ of summons or a documehprocedure, with which the person toeountry in the
whom it is addressed, is requested to appear asfemdhnt or as a witness in &epublic
procedure in the said foreign country, or

(b) a decision or a document which includesGbart decision of a foreign country

(2) The service of documents mentioned in Sectigrskall be executed by the Police
or other process server properly authorized bytimpetent authority of the Republic.

(3) A document of procedure which shall be servgdittue of this Section shall be
accompanied by—

(&) Anindication that the person to whom theuwloent is served is entitled to ask for
advice as to the probable consequences of non-@mplwith it by virtue of the law
of the foreign country,

(b) an indication that by virtue of the law of tlegeign country, he may not be offered
the same rights and privileges under the capadity witness like these offered by
virtue of the laws of the Republic.

() (4) When the policeman or other authorisemtess server serves by virtue of this
Section, any writ of summons or other document raicedure, he shall inform the
competent authority of the Republic about the wagl ime of service and he shall
deliver to it a document of service signed by tleespn who has received the said
document. In case of failure of service, he shdfirm the competent authority of the
Republic for this, stating also the reasons fohdadure.

(5 (5) Service of document mentioned in paragi@plof Section (1) shall not impose
an obligation, by virtue of any law of the Republic the person who has received it,
to comply with it.

4 (1) Inaccordance with the arrangementsade by a Service to a Service to 3
competent authority of the Republic, a persomgdpei in a foreign documents oforeign
country may be served with: country of
(&) Summons to accused documents of
(b) Summons to witness procedure of
in order to appear before the Court of the Reapubl the Republic

(2) Service of documents of procedure under thisti®e shall not impose an

obligation of compliance by virtue of any law oktRepublic and therefore omission

to comply shall not constitute contempt of courtl @hall not give reason to compel

the person to whom the service was made, to comiplyit.

(3) The provisions of Section (2) shall not afféee subsequent service to the said

person in the Republic of any document of procedbawing all the consequences of
non-compliance).

5—(1) The Court before which a procedure iadieg before it, may, after a Evidence
petition or with its own initiative, issue a lettef request whereby the assistance offram a
foreign country is asked for the evidence describethat letter to be secured outsidmreign
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the Republic, country  for
use in the
(2) A petition by virtue of Section (1) shall bebsoitted either by the prosecutiorRepublic

authority or by the defendant to the Court of tlepéblic before which a procedure isshen a

pending. procedure s
pending

(3) The Court shall issue the letter of requfest before the

(@) It has reasons to believe that the offéraebeen committed, and Court

(b) it has been convinced that the evidenceéxled for the purposes of procedure.

6. During the stage of the criminadvestigation, the prosecution authoritividence

may issue a letter of request whereby the assestaha foreign country is asked fofrom a

the evidence described in that letter to be secowéside the Republic. foreign
country  for
use in the
Republic
during the
criminal
investigation

7. The letter of request issued under Sections 5 @Grshall be forwarded to theForwarding

competent authority of the Republic, which shalhdeét either directly to the of letter of

competent authority of the foreign country to whiths addressed or through theequest

diplomatic route, according to the procedure spegtiin each case.

8.—(1) Subject to the provisions dbection (4) and notwithstanding thidse of

provisions of any other law, the evidence securadker the letter of request issued bgvidence

virtue of Sections 5 and 6, shall be admissibletsethe Court which has issued theeceived in

request or the Court before which the proceedihg sommence. the  foreign

(2) The evidence secured by virtue of the letteregfuest shall not be used for angountry

other purpose other than one mentioned in therlefteequest, unless the competent

authority of the foreign country which has secusadh evidence gives its consent.

(3) Whatever has been secured as evidence by wifiee letter of request shall

be .returned to the competent authority of theifpreountry, if it so requests, when it

is not needed anymore for the purposes for whidh ®vidence was secured in the

beginning or regarding which consent for the use gigen, unless the said authority

notifies that it does not desire the return ofghel evidence.

(4) The Court may, during the exercise of its dionary power, exclude any

evidence or part thereof, which was secured by&idf a letter of request after taking

into consideration the following:

(a) Whether the opportunity has been given to ehgh the statement, by questioning

the witnesses, and

(b) whether, according to the domestic law, thi#gdnts were allowed to be

represented during the taking of the evidence.
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9.—(1) This Section shall be apg@liin cases where the Evidence 1 Evidence for
competent authority of the Republic receives from— the use
(a) the Court or other prosecutiotharity of a foreign country, or outside  the

(b) any other authority of a foreigountry which satisfies it that it hafRkepublic
competence to submit written requests to secumeage, of a kind with which this
Section is dealing with,
written request of assistance to secure evidenddeanRepublic in relation to the
procedure which has begun before the Court of @eidorcountry or in relation to a
criminal investigation which is carried out in thaid country.

(2) The competent authority of the Republic whersad that-

(a) An offence has been committed r@wgtto the provisions of the law of the
said foreign country, and

(b) the procedure has begun or anstiy&tion is carried out for that offence
in the said country,
could-

(i) ask from the Supremeu@mf the Republic to authorize a district
judge, if the procedure has begun before the Giulte foreign country, or
(i) to authorize the proggon authority of the Republic if an

investigation is carried out in the foreign country
the execution of the request, according to the miapnescribed therein, unless that
manner is contrary to the Constitution or otheennational convention on human
rights satisfied by the Republic:
Provided that upon application during the executddnthe request a judge or an
investigator of the foreign country named in thquest, as well as the lawyer of the
interogated person can be present and take pagirthe
(3) The competent authority of the Republic canyderexercise its powers mentioned
in Section (2) if it ascertains that the requestceons an offence of a financial nature
in relation to which the procedure has not yet Idegunless it is satisfied that the act
which constitutes the offence would constitute dferme of a similar nature if
committed within the Republic.
(4) For the purposes of ascertaining the issuediom&d in paragraphs (a) and (b) of
Section (1) , the competent authority of the Rejoubhall consider as adequate
evidence a declaration by the competent authoutiese foreign country, included in
the written request.
(5)(a) In case where the execution of the writtguest to secure evidence is assigned
to District Judge, he shall have all the powers/iged in the Rules of Procedure and
the practice of procedure of the Supreme Courtewmieg the examination and cross-
examination of witnesses, before the Court.
(b) The Court assigned by the execution of thetenmitequest to secure evidence-

(i) can hear evidence on oath,

(i) shall not compel a witnesgige evidence which may incriminate him,

(i) subject to the provisions stibparagraph (ii), it shall not compel a
witness to testify if this may be harmful for thecarity of the Republic in accordance
with a certification issued for this purpose by tlknister of Foreign Affaira in
agreement with the Minister of Defence.
For the purposes of this Section "evidence on oatbludes evidence given, after
permission by the Court, on official affirmation.
(6) In case where the execution of the written esfjto secure evidence is assigned to
the Chief of Police, he shall be considered to h&wethis purpose, all the powers
given to an investigator by virtue of Part Il ofetiCriminal Procedure Law, except
those concerning the arrest.
(7) In case where the execution of the requesetore evidence , is assigned to the
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Director of the Customs, he shall be consideretiaee, for such execution, all the
powers given by the Customs and Excise Law.

(8) In case where the execution of a written regtesecure evidence is assigned to

other prosecution authority of the Republic, itlsba considered to have, during the

execution of the request, all the powers givendwy, by virtue of which that authority

was constituted. 82 of 1967
(9) In case where during the taking of evidenceittye of Sections (6), (7) and (8) arb7 of 1969
investigator of a foreign country is present aricesapart, he shall be considered, fdrof 1971
the purposes of taking evidence, as an investigats this tem is interpreted byt5 of 1973
Section 4 of the Criminal Procedure Law. 12 of 1977
(10) If for the purposes of full compliance witretlwritten request to secure evidence4 of 1987
it is required that any evidence is accompaniechbyaffidavit, certificate or other98 of 1989
document confirming the authenticity thereof, thenpetent authority of the Republi& of 1991
shall take all the necessary measures to secuse tmnfirmatory documents for th&7(l)of 1998
purpose to be sent to the requesting authority. 14(1) of 1999
10- (1) Evidence taken by virtue of Section 9 kbhalgiven to the competent authorit{Forwarding
of the Republic in order to be sent to Court orttte prosecution authority of theof evidence
foreign country which has submitted the request.

(2) According to the details of the request, thiginal or a copy of a document or in

case of an object, the object itself or a deseniptir a photograph thereof, shall be sent

to the said requesting Court or prosecution authori

11- (1) Any costs incur to the competent authooty the Republic during theCost and
application of the Provisions of this Law shall paid by the Republic or upon aisposal  of
relevant agreement, by the foreign country whidbnsits the written request. seized

(2) Amounts seized or constituting an asset froendhle of property seized shall bproperty
deposited at the Treasury or shall be distributetivben the competent authorities of

the foreign country and the Republic, upon relegmaement between them.

12 -(1) Subject to the provisions of Section (2)e tcompetent authority of theTransportatio
Republic may, upon request of a foreign countrgyésa warrant by virtue of whichn from the
the transportation of any person who is under ldg&ntion in the Republic to anotheRepublic  of
country is permitted- convict  for
(a) for the purpose of testifying asitness in a criminal case which is tried ithe purposes
this country, or of evidence
(b) to be identified or with this peese there to help in the carrying out of thmutside  the
trial of the criminal case or in the carrying odttbe interrogation in relation to theRepublic
committing of a crime.
(2) A warrant shall not be issued by virtue of 8sti(1) unless the person who is
under a legal detention consents for his transfiontén the said country. The consent
shall be given either by the same person who iguledjal detention, or by any other
appropriate person , if due to physical or psycluaause or due to his age, it shall not
be possible or appropriate to give his consent:
Provided that after the issue of the warrant thvecation of his consent shall not be
permitted.
(3) The warrant issued by virtue of Section (1)alkauthorize-
(a) The transportation of the persondpender legal detention to a place in the
Republic from where he shall depart and his defivier the representative of the
competent authority of the foreign country whicls sabmitted the request, and
(b) his return to the Republic and h@iviery by the representative of the
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competent authority of the foreign country to tHacp where he was kept under
detention according to the penalty imposed on him.

(4) A person in relation to whom a warrant was éssby virtue of this Section, shall
be considered as being under legal detention fer whole duration of his
transportation from or to a place of his detentiothe Republic or in a Cypriot ship or
aircraft.

(5) If the person in relation to whom a warrant viesued by virtue of this Section
escapes or is illegally outside the place of daarih the Republic, he shall be under
arrest without warrant by the person authorizetlansport him to any place or by any
policeman.

13 -(1) In cases where - Transportatio
(&) Summons to witness has been isdoed criminal case tried in then of convict

Republic, which is addressed to a person who ieutebal detention in a foreignfrom a

country, or foreign

(b) the competent authority of the &Rajir has reasons to believe that theountry to
person who is under detention in a foreign coustigll have to be identified in theestify in the
Republic or that his presence in the Republic sfalllitate the procedure or theRepublic
carrying out of the interrogation in relation tetbommitting of the offence,
the competent authority of the Republic shall submrequest in the said foreign
country for the transportation of the person whourgler legal detention in the
Republic for one of the reasons mentioned above.

(2) If the competent authorities of the foreign sy where the said person is under
legal detention agree to make all the necessaangements for his transportation in
the Republic for one of the reasons mentioned oti@e (1) , the competent authority
of the Republic shall issue a warrant authorizing-
(a) the transportation and detentiornthef person under legal detention in a
place within the territory of the Republic , asaped in the warrant, and
(b) his return in the foreign countrgrit where he was transported.
(3) A warrant for his transportation in the Repabior the purposes mentioned ii€ap. 105
Section (1) shall not be issued by virtue of thectidn without the consent of the of 1972

person who is under legal detention. 54 of 1976
(4) The provisions of subSections (4) and (5) afti®a 12 shall be in force in the casgé0 of 1988
of a warrant issued by virtue of this Section. 197 of 1989

(5) The provisions of the Aliens and ImmigratiorsaLshall not be applied in the cas00(l) of

of an alien who enters the Republic by virtue afarant issued under this Sectiorl,996

provided that the warrant continues to be in force. 43(1) of 1997
14(1) of 1998

(6) A person who is transported in the Republictfe purposes of this Section shall

not be under arrest and shall not be brought bgtstece for any offence, for which

the courts of the Republic have jurisdiction, andichh he might have committed

before his transportation , and with no legal doents of any kind he shall be served.

14 -(1) Subject to the provisions of the Constitntiand of any other law, thePassing of

competent authority of the Republic may authorige gassing through the territory ofonvicts

the Republic, of a person who is under legal datenin a foreign country for the

purpose to transport him to other foreign counttyiolr has asked for his personal

appearance for the purposes of interrogation, petie® or proceedings.

(2) During his passing through the Republic, thespe mentioned in Section (1) shall

be detained in a detention place for a period ety four hours. This period may be

extended up to eight days, provided that a coui¢rois secured for this purpose, when

special reasons exist.

(3) The provisions of this Section shall not be legpin cases where the person
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mentioned in subSection (1) is a citizen of the uRdip.

15 -(1) The provisions of the Law shall be appliedelation to requests from or to:  Field of
(a) All the countries of the Europeanunio application of
(b) All the specified Commonwealth couggy this Law

( ¢) All the countries with which the Rdglic has signed a bilateral Convention
or is committed by a multilateral International @ention for cooperation in matters
of criminal procedure,

(d) all the other countries which accepbperation under the standard terms of
mutual cooperation which shall be specified by Mmister with a notification
published in the Official Gazette of the Republic.

(2) For the purposes of this Section, "specifiedn@mnwealth countries" means any
Commonwealth country specified by the Council oiidiers, by virtue of an order

published in the Official Gazette, as a countryhwithich it may cooperate regarding

matters covered by the provisions of this Law.

(3) The provisions of this Section shall not affdwt cooperation with countries not

being within the field of application and which 8hbe achieved through the

diplomacy.

16. The Council of Ministers may issue Regulatitorsthe better application of thisRegulations
Law which shall be laid before the House of Repnegéves for approval.
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3.4THE BANKING LAWS OF 1997 TO 2009

UNOFFICIAL CONSOLIDATION AND TRANSLATION OF LAWS 66 (I) OF 1997, 74Y)
OF 1999, 94() OF 2000, 119() OF 2003, 41) OF 2004, 151) OF 2004, 231X) OF 2004, 235)
OF 2004, 20() OF 2005, 80(l) OF 2008,
100(I) OF 2009 AND 123(I) OF 2009.

This translation and consolidation of laws is not fficial. It has been prepared by the Central
Bank of Cyprus to assist users and it comprises thgrouping of the text of the basic law and of
the amendments to the law in one consolidated, butnofficial document and its subsequent
translation into the English language, to serve aa reference tool. The Central Bank of Cyprus
is not responsible as to its content.

Last update 07 December 2009

INDEX
PART |
PRELIMINARY
Section
1 Short title
2 Interpretation
PART Il

LICENSING OF BANKS

3 No banking etc except on licence
4 Licence
4A Withdrawal of authorisation

PART Il
USE OF THE WORD "BANK" AND ADVERTISEMENTS

Restriction of use of the word "bank"
Prohibition of advertising for deposits

o 01
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PART IV
ESTABLISHMENT AND CLOSURE OF BRANCHES AND
AMENDMENT OF CONSTITUTION

7 Place of business outside the Republic
8 Representative offices of overseas ingbigt
9 Termination of activities of a branch
10 Changes in Memorandum and Articles of Assam
10A Freedom of establishment and provisionesfiises by a bank or electronic money
institution or financial institution which is a ssilliary of a bank incorporated in
another member state
10B  Responsibilities of the Central Bank asardg branches of banks from a member
state
10C Establishment and cross border provisicseofices by a bank in a
member state
10D No compliance with the provisions of thiaw. by a bank having a branch or
providing services in the Republic
10E Take of precautionary measures
10F Take measures
10G Branches of banks from third countries

PART V
LIMITATIONS AND PROHIBITIONS ON CERTAIN
BUSINESS ACTIVITIES AND TRANSACTIONS

11 Limitation on credit facilities
12 Limitations on holdings of immovable propgert
13 Limitations on shareholdings
14 Prohibition of trading
15 Prohibition of dealing in own shares
15A Opening of account and client identificatr@cords

PART VI
OWNERSHIP AND MANAGEMENT OF BANKS

16 Amalgamation

17 Limitation on shareholdings in banks

17A Assessment of the proposed acquisition

17B Consultation with the relevant competent adties during the assessment of the
proposed acquisition

17C Noatification of disposal of or reduction inntwol

17D Notification of the Central Bank on changesha percentages of holdings in a bank’s
capital

18 Persons disqualified to act as directorsvetbout approval

19 Management of a bank and a financial holdimgpany

19A Strategies and processes of banks anditibernal review

PART VI
CAPITAL
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20 Minimum Capital
21 Capital Adequacy
22 Computation of capital
22A Recognition of external credit assessnmasittutions

PART VIII
LIQUIDITY

23 Maintenance of liquidity

PART IX
RETURNS AND ACCOUNTS

24  Submission and publication of balance sbwet
25 Returns and information by banks

PART X
SUPERVISION AND INSPECTION

26 Supervision and inspection by Central Bank
26A Disclosure of information by the CentralnRa
27 Cooperation with other competent authorities
27A Exchange of information
27B  Exchange of information with the authoritiesponsible for overseeing the bodies
involved in the liquidation and bankruptcy of credistitutions or for overseeing
persons charged with carrying out statutory audits
27C Communication of information
27D  Announcing of information
28 Communication between the Central Bank anditars
28A Professional secrecy
28B Use of confidential information
28C Disclosure of certain information

PART Xl
BANKING SECRECY

29 Duty to maintain bank secrecy

PART Xl
POWERS OF THE CENTRAL BANK

30 Powers to take measures

31 Consequences of revocation of a licence
32 Liability of Central Bank
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PART XIlI
REORGANISATION MEASURES, WINDING-UP AND DISSOLUTION

33 Reorganisation measures
33A Winding-up
33B Dissolution and appointment of liquidator
33C Information for the competent authorities ihfes member states
33D Voluntary winding up
33E Opening of winding-up proceedings
33F Publication
33G Effects on certain contracts and rights
33H Third parties' rights
33l Reservation of title
33J Set Off
33K Protection of third parties under specialwnstances
33L Proof of liquidators' appointment
33M Powers of the liquidator

PART XIV
DEPOSIT PROTECTION SCHEME

34 Compensation of depositors

PART XV
MISCELLANEOUS

35 Application of this Law to Co-operative Sdide
36 Housing Finance Corporation
37 Repeal (Section 4 of Law 74(1) of 1999)
38 Repeal (Section 35 of Law 80(1) of 2008)
39 Consolidated Supervision
39A Announcement by the mixed activity holding g@my of information relevant for the
purposes of supervising subsidiary banks and eatiéin of information received
39B Full consolidation of all the credit institotis and financial institutions which are
subsidiaries of a parent undertaking
40 Banks unable to meet obligations
41 Power to issue directives
42 Administrative fine
42A Administrative fine

PART XVI
OFFENCES, PENALTIES AND PROSECUTIONS

43 Offences and penalties
44  Prosecutions by or with the consent of ttterAey-General of the
Republic
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PART XVII
TRANSITIONAL PROVISIONS

45 Former licenses deemed to be licenses uhiddraw
46 Compliance with this Law

47 Extension of period for compliance with théawv

48 Repeal

ANNEX | — List of investment services and actiggiand financial instruments

ANNEX Il — Recognition of external credit assesstriastitutions — ECAls and mapping of
their credit assessment

ANNEX IIl = Technical criteria and assessment iy €entral Bank

THE BANKING LAW

PART |
Preliminary
Short title. 1. This Law may be cited as the Banking Laws of71@0(No.2) 2009.
66(I) of 1997
74(0) of 1999
94(I) of 200(
119() of 2003
4(I) of 2004
151() of 2004
231() of 2004
235() of 2004
20(D) of 2005
80(I) of 2008
100() of 2009.
Interpretation. 2. (1) In this Law, unless the eomiotherwise requires -
"Ancillary services means an undertaking the principal
undertaking" activity of which consists in owning
or managing property, managing
data-processing services, or any other
similar activity which is ancillary to
the principal activity of one or more
banks;
Cap. 113 “approved auditor” means a person qadlifi under
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9 of 1968

76 of 1977

17 of 1979
105 of 1985
198 of 1986
19 of 1990
41(1) of 1994
15(1) of 1995
21(1) of 1997
82(I) of 1999
149(1) of 1999
2(1) of 2000
135(1) of 2000
151(1) of 2000
76(1) of 2001
70(I) of 2003
167(1) of 2003
92(I) of 2004
24(1) of 2005
129(1) of 2005
130(1) of 2005
198(1) of 2006
124(1) of 2006
70(I) of 2007
71(1) of 2007
131(1) of 2007
186(1) of 2007.

"asset management company"

200(1) of 2004.

“associate company”

99

section 155 of the Companies Law to
be an auditor of a company other than
an exempt private company and who
is expressly authorised for this

purpose by the Central Bank;

means a managementampngs

defined in section 41 of the Open
Ended Type Collective Investment
Organisations (U.C.I.T.S.) Law, as
well as an undertaking having its
registered office in a third country
and which would require
authorisation in accordance with the
provisions of section 43 of the said
Law if it had its registered office in
another member-state;

means a company in which r&k ba
holds directly or indirectly through
related companies not less than
twenty per cent (20%) or more of the
voting rights or of the company’s
capital or where the parent or other
company of the group exercises over
the company significant influence or
where the companies are or have
been arranged under a single
administration or have administrative,



Report on fourth assessment visit of Cyprus - Annexes - 27 September 2011

"bank"

"banking business"

"books or records"

"branch"

"business of

deposits”

"Central Bank"

"chief executive

"close links"

100

management or other bodies the
majority of each body consisting
mainly of the same persons.

means a body corporate licensed to
carry on banking business under the
provisions of this Law;

means business carried orthan
Republic or abroad from within the
Republic consisting of lending of
funds acquired from the assumption
of obligations to the public, in the
form of deposits, securities or other
evidence of debt;

means accounts, securitéseds,
forms and documents however
produced and includes "books or
records” stored in a computer;

means a place of business of a bank,
at which banking business or the

business of accepting deposits is

carried on;

acceptingmeans the business of accepting

deposits from the public in the
Republic or the business of accepting
deposits in the Republic from abroad;

means the Central Bank of Cyprus;

means a person who either alone
jointly with others is responsible
under the immediate authority of the
board of directors for the conduct of
the business of a bank, and in the
case of a bank other than a bank
incorporated in the Republic,
includes a person who either alone or
jointly with others is responsible for
the conduct of the business of the
bank in the Republic or the conduct
of the business of the bank abroad
from within the Republic;

means a situation in which two or
more natural or legal persons are
linked in any of the following ways:

(a)participation in the form of
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“Commission”

"competent authorities

"computer"

"control"

‘credit institution’ -

101

ownership, direct or by means of
control, of 20% or more of the
voting rights or capital of an
undertaking;

(b)means of control; or

(c) the fact that both or all natural
or legal persons are permanently
linked to one and the same third
person by a means of control
relationship;

means the Commission of the
European Communities;

means the national aitihsrwhich
are empowered by law or regulation
to supervise credit institutions;

means any electronic device for
storing and processing information;

means in relation to a company:

(a) beneficial ownership by a person
of its share capital or of its holding
company which carries ten per cent
or more of the voting power at any
general meeting of the company or its
holding company, or

(b) ability by a person to determine in
any manner the election of a majority
of the directors of the company or of
its holding company;

means

(a) a business whose activity consists
of accepting deposits or other

repayable funds from the public and
the lending of funds for own account

and which possesses a banking
licence from the competent authority

of a member state or of a third

country and includes —

(i) a bank, and

(i) a cooperative credit
institution, as such term is
defined in the Cooperative

Companies Law, or
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68 of 1987
190 of 1989

8 of 1992
22() of 1992
140() of 1999
140() of 2000
171() of 2000
8() of 2001
123() of 2003
124() of 2003
144() of 2003
5() of 2004
170() of 2004
230() of 2004
23() of 2005
49() of 2005
76() of 2005
29() of 2007
37() of 2007

177() of 2007.

14() of 1993 “Cyprus Stock Exchange”

32() of 1993
91(1) of 1994
45(1) of 1995
74() of 1995
50() of 1996
16(1) of 1997
62(1) of 1997
71(1) of 1997
83(1) of 1997
29(1) of 1998
137() of 1999
19(1) of 2000
20(1) of 2000
39() of 2000
42(1) of 2000
49(1) of 2000
50(1) of 2000
136() of 2000
137() of 2000
141() of 2000
142() of 2000
175() of 2000

9(1) of 2001
37(1) of 2001
43(1) of 2001
66(1) of 2001
79(1) of 2001
80() of 2001

102

(b) an electronic money institution

herein after referred $o &.S.E.’,
means the stock exchange which was
formed pursuant to section 3 of the
Cyprus Stock Exchange Laws of
1993 to (No.4) 2002.
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81(1) of 2001
82(1) of 2001
105() of 2001
119() of 2001
120(I) of 2001

1(1) of 2002
87(1) of 2002
147() of 2002
162() of 2002
184(l) of 2003
205(1) of 2004
43(I) of 2005
99(1) of 2005
115(1) of 2005
93(1) of 2006
28(1) of 2007.

"deposit"

Official Gazette of E.E.: L “Directive 2006/48/EC”

177, 30.06.2006,
page 1.

L87,

28.03.2007,
page 9.

"director"

103

means a sum of money paid or
received on terms :

(a) under which it will be repaid, with
or without interest or a premium, and
either on demand or at a time or in
circumstances agreed by or on behalf
of the person making the payment
and the person receiving it, but

(b) which are not related to the sale or
the supply of property or the
provision of services or to the issue
of debentures or shares;

means the European Uniont ac
entitled ‘Directive 2006/48/EC of the

European Parliament and of the
Council of 14 June 2006 relating to
the taking up and pursuit of the
business of credit institutions

(recast) as amended by Directive
2007/18/EC  of the European
Parliament and of the Council as
regards the exclusion or inclusion of
certain institutions from its scope of
application and the treatment of
exposures to multilateral

development banks and as it may
further be amended or replaced.

means a person occupying the
position of director of a bank or a
person empowered to carry out
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“electronic money”

“electronic money institution”

"EU parent credit institution”

substantially the same functions in
relation to the management of the
bank as those carried out by a director
of a company and includes a person
who has control over a bank or its
holding company or a person in
accordance with whose directions or
instructions the directors of the bank
or any of them are accustomed to act.

However, a person is not deemed to
be a director by reason only that the
directors act on directions or
instructions given by him in his
professional capacity;

means monetary value as regmtesl
by a claim on the issuer which is:

(i) stored on an electronic device;

(i) issued on receipt of funds of an
amount not less in value than the
monetary value issued;

(iii) accepted as means of payment
by undertakings other than the issuer.

means a legal persother than a
bank, which issues means of payment
in the form of electronic money;

means a parentkoanthe Republic
which is not a subsidiary of a credit
institution authorised in any Member
State, or of a financial holding
company registered in any Member
State;

"EU parent financial holdingmeans a parent financial holding

company"

"EU parent investment firm"

104

company in the Republic which is not
a subsidiary of a credit institution

authorised in any Member State or of
another financial holding company
registered in any Member State;

means a parent invesit firm in the
Republic which is not a subsidiary of
another institution authorised in any
Member State or of a financial
holding company registered in any
Member State;
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"financial holding company"

"financial institution"

“financial instrument”

"holding company
company"

“home Member State”

“host Member State”

148(l) of 2002 "investment firm”
214(1) of 2002
6(1) of 2003
86(1) of 2003
194(1) of 2003
195(1) of 2003
145(1) of 2004
238(l) of 2004.

"Iinstitution"

105

means a financial titagion, the
subsidiary undertakings of which are
either exclusively or mainly credit
institutions or financial institutions, at
least one of such subsidiaries being a
bank, and which is not a mixed
financial holding company;

means an undertaking othithan a
credit institution, the principal
activity of which is to acquire
holdings or to carry on one or more
of the activities listed in paragraphs
(a) to (j) of subsection (3) of section
13;

means any contract thategi rise to
both a financial asset of one party and
a financial liability or equity
instrument of another party;

subsidiaryhave the meaning assigned to them

respectively by section 148 of the
Companies Law, and additionally a
company shall be deemed to be the
subsidiary of another where in the
opinion of the Central Bank the latter
exercises substantial control over the
former;

means the Member State in lwhic
bank has been authorised in
accordance with the provisions of
Directive 2006/48/EC;

means the Member State in kvkic
bank has a branch or in which it
provides services;

herein after referred to as “I.Fhas
the meaning attributed thereto by the
Investment Services Laws of 2002 to
(No. 2) of 2004;

means a bank or an electronic money
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“insurance company”

“legal person”

“licence”

“liquidator”

“manager”

“means of control”

“Member State”

“Minister”

“mixed-activity
company”

106

holding

institution or an investment firm.

has the meaning attributedetbeby
the Insurance Company Laws of
2002 to
(No. 6) of 2004;.

includes a company or any
association of persons incorporated
either in the Republic or elsewhere;

means a licence to carry on banking
business issued under this Law;

shall have the meaning given to this
term in Part V of the Companies Law
and for the purposes of this Law, the
term includes the ‘receiver and the
‘administrator’ within the meaning of
sections 334 and 344 of the
Companies Law;

means the chief executive of a bank
and any other person employed by it,
who under the immediate authority of
a director or of the chief executive
exercises managerial functions or is
responsible for maintaining accounts
or other records of the bank;

means the relationship betwesen
parent and a subsidiary undertaking,
in the situations stated in section 148
of the Companies Law, or a similar
relationship between any natural or
legal person and an undertaking;

means a member-state of the
European Union or other state which
is party to the Agreement for the
European Economic Area, which was
signed in Oporto on 2 May 1992, and
adapted by the Protocol signed in
Brussels on 17 May 1993, as this
Agreement may further be amended;

means the Minister of Finance;

means a parent undertaking, other
than a financial holding company or a
credit institution or a mixed financial

holding company, the subsidiaries of



Report on fourth assessment visit of Cyprus - Annexes - 27 September 2011

Official Gazette of E.E.: L
344, 285.12.2001,
page 13.

“mixed financial  holding
company”

“operational risk”

“parent bank in the Republic”

“parent financial  holding
company in the Republic”

which include at least one bank;

means a mixed financial holding
company as defined in the Central
Bank of Cyprus Directive on the
supplementary supervision of banks
which  belong in a financial
conglomerate;

means the risk of loss resutiinom
inadequate or failed internal
processes, people and systems or
from external events, and includes
legal risk;

means a bank wiriek a bank or a
financial institution as a subsidiary or
which holds a participation in such an
institution, and which is not itself a
subsidiary of another bank authorised
in the Republic, or of a financial
holding company registered in the
Republic;

means a financial holding company
which is not itself a subsidiary of a
bank authorised in the Republic, or of
a financial holding compan
registered in the Republic;

“parent investment firm in themeans an investment firm which has

Republic”

‘Regulation (EC) No.
2560/2001

"reorganisation measures"

107

an institution or financial institution
as a subsidiary or which holds a
participation in one such entity or
entities, and which is not itself a
subsidiary of another institution
authorised in the Republic or of a
financial holding company registered
in the Republic;

means the European Union act
entitted ‘Regulation (EC) No.

2560/2001 of the  European
Parliament and of the Council of 19
December 2001 on cross-border
payments in euro’, as amended or
replaced.

shall mean measureschwtrare
intended to preserve or restore the
financial situation of a bank and
which could affect third parties' pre-
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"representative office"

“third country”

“trading book”

Cap. 193. "Trustee"

"winding-up"

"winding-up proceedings"

existing rights, including measures
involving the possibility of a
suspension of payments, suspension
of enforcement measures or reduction
of claims of creditors or shareholders
of the bank, as well as the measures
provided for in sections 198 to 202 of
the Companies Law;

means an office from whithe
interests of the entity to which it
belongs are in any way promoted or
assisted but at which no banking
business or the business of accepting
deposits is carried on;

means a State other than a Member
State.

is the portfolio of a bank which

consists of all positions in financial

instruments and commodities held
either with trading intent or in order

to hedge other elements of the trading
book and which are either free of any
restrictive  covenants on their

tradability or able to be hedged;

has the meaning assigned somtid
by the Trustee Law;

shall have the meaning given to this
term in Part V of the Companies
Law;

shall have the meaningegito this
term in Part V of the Companies
Law.

(2) Reference in this Law of amounts denominated io é&iup to and including 31 December 2007
deemed to refer to pounds, at the prevailing atithe exchange rate.

PART Il

Licensing of Banks

No banking business etc3.(1) Subject to the provisions of subsections 3f&) 3(3) below, the
except licence. provisions of Part IV and subsection 35(1),no persther than a bank,
shall engage in banking business or in the busirdsaccepting

deposits.

(2) Subsection (1) above shall not apply to theeptance of a deposit
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Licence.

by a person specified by the Central Bank subjeatanditions and
restrictions determined by the Central Bank:

It is provided that an exemption may only be ¢gdrto a person which
can demonstrate that it was engaging in the busimésaccepting
deposits before the 18th of July, 1997:

It is provided furthermore, that these activit@@e subject to regulations
and controls intended to protect depositors anestors.

It is provided moreover, that the Central Bank mayoke an
exemption granted to a specified person or amereki@nd or impose
any condition.

(3) The Central Bank is empowered to exempt aettansactions from
the definition of “deposit” by reference to any tiars appearing to it to
be appropriate and, in particular, by referencealtoor any of the
following —

(a) the amount of the deposit

(b) the total liability of the person accepting tbeposit to his
depositors or to any other creditors

(c) the circumstances in which or the purposewbich the
deposit is made

(d) the number of, or the amount involved in, si&etions of any
particular description carried out by the persoreating the deposit or
the frequency with which this person carries oahsactions of any
particular description.

(4) Whenever the Central Bank has reasonable dsotmbelieve that
any person, other than a bank, is carrying on ddshbimself out as
carrying on banking business or is engaged in tisinkss of accepting
deposits of money from the public, may, by a wnitt@tice to such
person call upon him, to produce to an authorigédeo of the Central

Bank, within the period specified in the noticey drooks or records
specified in the notice to enable such officer $oegstain whether any
business has been carried on which is prohibitedcrordance with
subsection (1).

4. (1) (a) Subject to the provisions dftiee 10A, a bank must obtain
authorisation from the Central Bank before the cemoement of its
activities.

(b)(i) Subject to the provisions of Part IV, autisation is granted only
to a legal person established in the Republic mumsuo the
provisions of the Companies Law or of any other lawo a legal
person established in a country other than the Reppursuant to
the corresponding legislation of that country:
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190() of 2007.

144() of 2007.

(i) A bank which is registered in the Republitshhave its head
office in the Republic.

(c) the Central Bank shall not grant authorisationtfer taking-up of
the business of a bank unless it has been infowhéle identities of
the shareholders or members, natural or legal psrsloat have directly
or indirectly control and the percentage of thattoml.

For calculating control for the purposes of thisggmaph and of
paragraphs (d) to (g) of this subsection, the yptiights defined in
sections 28, 29 and 30 of the Law providing foansparency
requirements in relation to information about issue@hose securities
are admitted to trading on a regulated market @72¢hall be taken
into account as well as the conditions regardirgy thggregation which
are provided for in sections 34 and 35 of the taid.

The Central Bank of Cyprus shall not take into aetovoting rights or
shares which investment firms or credit instituianay hold as a result
of providing the underwriting of financial instrumts and/or placing of
financial instruments on a firm commitment basigluded under
paragraph 6 of Part | of the Third Annex to thevlwhich provides for
the provision of investment services, the exeraideinvestment
activities, the operation of regulated markets atier related matters
of 2007, provided that those rights are, on the lwan&d, not exercised
or otherwise used to intervene in the managemetiteofssuer and, on
the other, disposed of within one year of acquisiti

(d) The Central Bank shall not grant authorisatifntaking into
account the need to ensure the sound and pruderdg®iment of the
bank, it is not satisfied as to the suitability thie shareholders or
members

(e) Where close links exist between the bankaihdr natural or legal
persons, the Central Bank shall grant authorisatioly if those links
do not prevent the effective exercise of its suigery functions.

() The Central Bank shall not grant authorisatid the laws,
regulations or administrative provisions of a th@ountry governing
one or more natural or legal persons with which baek has close
links, or difficulties in the enforcement of thotsws, regulations or
administrative provisions, prevent the effectiveereise of its
supervisory functions.

(g) The Central Bank shall require banks to previtl with the
information it requires, in order to be able to rib@ncompliance with
the conditions referred to in this subsection @omtinuous basis.

(2) (a) Applications for authorisation submittegl dr on behalf of the
applicant shall be accompanied by the memorandutnaaticles of
association or any other incorporation documentleterminative for
the establishment of a legal person, the programmeperations
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setting out, inter alia, the types of business sagéd and the structural
organisation of the bank and any other documerdsrgormation that
the Central Bank may require.

(b) Without prejudice to other general conditidagd down in any
other law, the Central Bank shall not grant augairon when the bank
does not possess separate own funds or in cases imfi&l capital is
less than 5 million euro.

(c) For the purposes of paragraph (b), the termitidl capital”
comprises of:

0] The issued and paid up capital of the bank, inalgdi
ordinary share capital and irredeemable non-cutnelat
preference shares,

(i) The share premium arising from the issue of shafes
the bank at a premium,

(iii) The reserves of the bank, excluding revaluation
reserves, and

(iv) The undistributed profits of prior years, yearsich

have been brought forward and recorded througtptbgt and

loss account, after deducting foreseeable divideingspective
of whether they have been declared or not, as agelhterim
profits provided they have been verified by autbedi auditors
and it is proved to the satisfaction of the CalnBank that the
amount thereof has been evaluated in accordande thé

principles set out in the International FinancRéporting
Standards and is net of any foreseeable chargeidedd.

(d) Subject to the provisions of the European draots in force in the
Republic, the Central Bank may define, with theiéssf directives, the
term “own funds” which is referred to in this Law;

(3) The Central Bank may, under this Law, with adequately
reasoned decision -

(a) grant a licence without any conditions or sabfo such conditions
as the Central Bank may consider proper to impase;

(b) refuse to grant a licence.

It is provided that the refusal shall be notifiedthe applicant within
six months from the date of receipt of the appiatfor a bank
licence. Should the application be incompletegfasal is notified to
the applicant within six months of the applicantending the
information required for a decision. A decisioralshin any case, be
taken within a year of the receipt of the applmati

(4) Not withstanding the provisions of subsecti@nhthe Central Bank
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may, amend or cancel whenever, either permanemtleraporarily,
any condition imposed on a licence, or impose aew monditions
thereto.

(5) The Central Bank shall not take into consitierathe economic
need criterion for purposes of granting a licence.

(6) (a) A licensed bank may voluntarily surrenigdicence by written
notice to the Central Bank.

(b) A surrender shall take effect on the givinghad notice or, if a
later date is specified in it, on that date; aritere a later date is
specified in the notice the bank may by furthertten notice to the
Central Bank substitute an earlier date, not be&adier than that on
which the first notice was given.

(c) The surrender of a licence shall be irrevoealnhless it is
expressed to take effect on a later date and bé#fatedate the Central
Bank by notice in writing to the bank allows itlie withdrawn.

(7) The policy with respect of the granting ofeince is determined by
the Central Bank.

(8) “The Central Bank requests the opinion of ¢benpetent authority
of the other member state before granting the aisttion of a bank
which is -”;

(i) a subsidiary of a bank authorised in anothemiper state;

(ii) a subsidiary of the parent undertaking ofamlb authorised in
another member state or

(iii) controlled by the same persons, whether ratar legal, as
control a bank authorised in another member state.

(9) The competent authority of a member statelirmabresponsible for
the supervision of insurance companies or investfirens the Central
Bank shall consult prior to granting an authorimatio a bank which is-

(a) a subsidiary of an insurance company or imest firm
authorised in a member state or

(b) a subsidiary of the parent undertaking of asurance
company or investment firm authorised in a membsesor

(c) controlled by the same persons, whether nlaturdegal, as
control an insurance company or investment firmhaused in a
member state.

(10) The relevant competent authorities refer@dhtsubsections (8)
and (9) shall in particular consult each other wlassessing the
suitability of shareholders, and the reputation aperience of
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Withdrawal
authorisation.

of

directors involved in the management of anotheityeim the same
group, they shall inform each other of any infotioa regarding the
suitability of shareholders and the reputation aperience of
directors, which is of relevance to the other cotape authorities
involved for the granting of an authorisation, adlvas for the ongoing
assessment of compliance with licencing conditions.

(11) The name of each bank to which authorisatias been granted
shall be entered by the Central Bank in a list. Temtral Bank shall
disclose every authorisation granted in accordawitle this Law and

the aforementioned list to the Commission.

4A. (1) The Central Bank may withdraw the authdrsagranted to a
bank only where such a bank -

(a) does not make use of the authorisation witima year, expressly
renounces the authorisation or has ceased to erigalgesiness for
more than six months;

(b) has obtained the authorisation through falseements or any other
irregular means;

(c) no longer fulfils the conditions under whiclutlzorisation was
granted;

(d) no longer possesses sufficient own funds orrealonger be relied
on to fulfil its obligations towards its creditorand in particular no
longer provides security for the assets entrustét] or

(e) falls within one of the other cases where amati law of the
Republic provides for withdrawal of authorisation.

(2) Reasons shall be given for any withdrawal ofharisation and
those concerned informed thereof by the CentrakBan

(3) Such withdrawal shall be notified to the Corssiin by the Central
Bank.

PART Il

Use of the word "Bank" and Advertisements

Restriction of use of theb5. (1) No person, other than a bank, shall useynlanguage the word

word “bank”.

"bank" or any grammatical variation thereof of twerd "bank" in
connection with any trade or business carried orhioy unless the
Central Bank has granted its prior written appravad subject to any
conditions which the Central Bank may consider prdp impose.

(2) For the purposes of exercising their actigitibanks may, use the
same name throughout the territory of the Commuastyhey use in the
Republic. In the event of there being any dangercaifusion, the
Central Bank may, for the purposes of clarificatioequire that the
name be accompanied by certain explanatory paatisul

113



Report on fourth assessment visit of Cyprus - Annexes - 27 September 2011

Prohibition of advertising 6.(1) No person shall advertise, cause or allobet@advertised or assist

for deposits.

43 of 1980
12 of 1982
34 of 1991.

in the advertising of anything, or issue or camsallow to be issued or
assist in the issuing of any advertisement or naakestatement which
is calculated or is likely to induce the publicgiace money on deposit
with any person, other than with a bank or a cerative society
established under the Co-operative Societies Lawithr the Housing
Finance Corporation established under the Housinigan€e
Corporation Law.

(2) For the purposes of this section the term &aikement" includes
every form of advertisement or promotion made byligation or

display of notices or any means or circulars oeptiocuments or by
exhibition of photographs or cinematograph films by sound

broadcasting or television or any other medium ofasm
communication, and references to the issue of aarasement shall be
construed accordingly.

(3) Nothing in this section shall be construed mshibiting the
importation and ordinary distribution in the Repabdf newspapers,
periodicals and books of wide circulation abroad,tlee sole ground
that they contain advertisements soliciting degoséitr institutions
operating abroad.

(4) A bank registered in a Member State other ti@nRepublic and
offers services in the Republic under the provisiohsections 10A and
10B, is allowed to advertise the services it offéw®ugh all available
means of communication in the Republic, subject atyy rules

governing the form and the content of such advediadopted in the
interests of the general good.

PART IV

Establishment and closure of branches and Amendmeiuf
Constitution

Place of business outsidd.(1) Subject to the provisions of section 10Caakb incorporated in

the Republic.

the Republic shall not establish or maintain aanbh or a
representative office outside the Republic withgorior approval of
the Central Bank. Such approval may be grantdgestto any
conditions which the Central Bank may consider prdp impose.

(2) The Central Bank may at any time, by noticwiiting, attach to an
approval granted under subsection (1) any new @ondi or amend or
cancel any conditions so attached, as it may thinker.

(3) Subject to the provisions of section 41(2) @entral Bank may, at
any time, by notice in writing, revoke at any tirme approval granted
under subsection (1) and the operation of the bramaepresentative
office, as the case may be, shall be terminatelimguch time limit as
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may be specified in the notice.

Representative offices 0f8.(1) An institution which is entitled under tlzavs of another countr

overseas institutions. to carry on business which substantially corragigo to banking
business, shall not establish in the Republiepresentative office
without prior approval of the Central Bank whiamay grant its
approval subject to any conditions which the CénBank may
consider proper to impose.

(2) Notwithstanding the provisions of section Sepresentative office
established under the provisions of subsectionm@y have the word
"bank" or any grammatical variation thereof as peftits name,

provided that this is the name under which theitiigdn to which it

belongs carries on business in its country of orand provided further
that this name is used in the Republic in conjamctiwith the

description "Cyprus representative office".

(3) The Central Bank may at any time by noticgiiting impose to an
approval granted under subsection (1) any new tiondior amend or
cancel any conditions already imposed as it mawktiproper to
impose.

(4) The Central Bank may at any time by noticevniting revoke at
any time any approval granted under subsectioraitl) the operation
of the representative office shall be terminatethiwisuch time limit as
may be specified in the notice.

Termination of activities of 9. A bank intending to terminate the operation oy af its branches

a branch. should give to the Central Bank three months psigtten notice of its
intention to do so, or such shorter prior writtestice as the Central
Bank may determine.

Changes in MemorandumlO.(1) A bank incorporated in the Republic shathfsh to the Central

and Articles of Association. Bank as soon as possible and in any event not tlaéer one month
after changing its name or amending its memorandurarticles of
association or any other instrument constituting defining its
constitution particulars of the change and or thermdments made.

(2) The Central Bank may object to the changeodhé amendments
referred to in subsection (1) and in such a casebfimk must comply
with any direction of the Central Bank on this reattithin three
months at the latest.

(3) A bank, other than a bank incorporated in Bepublic, shall

constitution furnish to the Central Bank as soomp@ssible and in any
event not later than three months after changmgaime or amending
its memorandum or articles of association or anyeotinstrument

constituting or defining its particulars of the oba and or the
amendments made.

Freedom of establishmen10A.-(1) Subject to the provisions of section 10Ri af subsections
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and provision of services by(2) and (3) of this section, no granting of autkation by the Central

a bank or electronic moneyBank is required, with regard to the provision odss-border services

institution  or  financial or the establishment of a branch from-

institution which is a

subsidiary of a bank(a) an electronic money institution that possessdicence for the

incorporated in anotherissue of electronic money obtained from another klenstate, or

member state.
(b) a bank of another Member State or a finanaigtitution of another
Member State which is either a subsidiary of a ban& subsidiary of
one or more banks, whose parent has been grantearigation by the
other Member State that includes the performanaectifities that are
closely associated with the banking business csetyorelated with
such business as set out in paragraphs (a) td §ulesection (3) of
section 13 or the provision of services or/and pegformance of
activities set out in Parts A and B of Annex | witbgard to the
financial instruments set out in Part C of Annexflcovered by its

Annex | licence and fulfil the conditions specified in aeditive of the Central

Bank issued under section 41.:

The provisions of this subsection are applied al@gy to the
subsidiaries of a financial institution.

(2)(a) The competent authority of the home Menthtate that granted
the relevant license to a bank or electronic moirestitution, or
financial institution as defined in subsection {@)shing to establish a
branch within the Republic, communicates to the t@¢rBank the
following information:

® the programme of operations setting out, inter, alie@
types of business envisaged and the structurahmaizon
of the branch;

(i) the address of the branch in the Republic from thic
documents may be obtained;

(iii) the names of those to be responsible for the mamege
of the branch;

(iv) the capital base and capital adequacy ratio ob#rk or
of the electronic money institution or of the ficsad
institution.

(b) Irrespective of the provisions of subparagréphof paragraph (a)
of subsection (2) of this section, in the case fih@ncial institution set
out in subsection (1), the competent authority ke home Member
State shall communicate to the Central Bank theusmof own funds
of the financial institution and the sum of condated own funds and
consolidated capital requirements of the bank whiehits parent
undertaking.

(c) The competent authority of the home MembeteStzat granted the
relevant licence, except in the case which the aaibority, taking into
consideration the said programme of activities, reason to doubt the
adequacy of the administrative structure or finahgiosition of the
bank or of the electronic money institution, comigates the above

116



Report on fourth assessment visit of Cyprus - Annexes - 27 September 2011

Responsibilities

of

information to the Central Bank and notifies acoogty the bank or
the electronic money institution within three mantirom the
possession of the above information.

(3) The competent authority of the home MembeteStaat granted the
relevant licence in accordance with subsection tl)a bank or
electronic money institution or financial institomi, which intends to
provide services on a cross border basis by cayrgmt activities
within the territory of the Republic, submits toetlCentral Bank a
notice of its activities, that the said bank orcelenic money institution
or financial institution intends to carry out omra@ss border basis in the
territory of the Republic, within one month frometkate of receipt of
notice of the intention of the said bank or elegitanoney institution
or financial institution to the same competent atitl.

(4) On receipt of a communication from the CenBahk, or in the
event of the expiry of the period provided for iarggraph (d) of
subsection (2) without receipt of any communicatitom the latter,
the branch of the bank or of the electronic monastitution or the
financial institution may be established and maymownce its
activities in the Republic.

(5) In the event of a change in any of the paldisucommunicated
pursuant to the provisions of subparagraph (i) afid (iii) of paragraph
(a) of subsection (2), a bank or an electronic mpamstitution or a

financial institution shall give written notice tie change in question
to the competent authorities of the home MembeteStad the Central
Bank, at least one month before making the chaogesgo enable the
competent authority of the home Member State te &adtion pursuant
to the provisions of paragraphs (b) and (c) of satisn (2) and the
Central Bank to take a decision pursuant to papdg(e) of subsection

2).

the 10B.(1) The Central Bank may, for statistical pwg® require that

Central Bank as regarddanks or electronic money institutions from membtates having
branches of banks from aranches within the territory of the Republic, $laport periodically

member state

Establishment

and

on their activities which are carried on within Republic.

(2) (a) For the supervision of the liquidity ofabiches of banks from
other member states, the Central Bank may requie same
information as it requires for that purpose frombmlicensed by it.

(b) The Central Bank, as the competent authofitthe host Member
State, shall retain responsibility in cooperatioithwthe competent
authority of the home Member State for the sup@misf the liquidity
of the branches of banks.

(3) In case where a bank registered in another beernstate has
established more than one place of business inR#émublic, those
places of business are considered as only onetoranc

cross 10C.(1) Subject to theigims of section 7, a bank incorporated in
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border provision of servicesthe Republic wishing to establish a branch in aniver state notifies to
by a bank in a member stateéhe Central Bank —

(a) the programme of operations setting out, ialier, the types of
business envisaged and the structural organisatithe branch;

(b) the address of the branch in the member $tate which
documents may be obtained;

(c) the names of the prospective persons to sporesible for the
management of the branch;

(d) the capital base and the capital adequaay oatihe bank

(2) Unless the Central Bank has reasons to ddwbatlequacy of the
administrative structure or the financial situationthe bank, it shall,
within three months of receipt of the informatioefarred to in

subsection (1), communicate that information to tbempetent

supervisory authorities of the host member state.

(3) The Central Bank’s communication, in accor@gandith subsection
(2), shall also be notified to the bank within #raonths as provided in
subsection (2).

(4) Where, the Central Bank refuses to communitiageinformation
referred to in subsection (1) to the competent sigay authority of
the host member state, it shall give reasons $oretusal to the bank
concerned within three months of receipt of all théormation in
accordance with subsection (1).

(5) Where a bank intends to carry on its actigifier the first time by
providing cross border services within the tersitof a member state
without establishing a branch in that state, itllshatify this intention
to the Central Bank specifying at the same timentieenber state and
the activities which it intends to carry on.

(6) The Central Bank shall, within one month oteipt of the
notification in accordance with subsection (5),csémat notification to
the competent supervisory authorities of the hagnbrer state.

(7) The Central Bank shall inform the Commissidrih@ number and
type of cases in which there has been a refusalpat to subsection
(2) of this section or paragraph (d) of subsec{®nof section 10A or

subsection (4) or subsection (5) of section 10#dhe cases in which
measures have been taken in accordance with sigdrsé®} of section

10D.

No compliance with the 10D.-(1) Where the Central Bank ascertains thataakphaving a
provisions of this Law by a branch subject to the provisions of subsectionofl¥ection 10A or
bank having a branch orprovides services within the Republic subject te frovisions of
providing services in the subsection (1) of section 10A, is not complyinghatite provisions of
Republic. this Law, the Central Bank shall require the baokcerned to put an
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end to that irregular situation.

(2) If the bank concerned fails to take the nsagssteps, the Central
Bank, as the competent authority of the host Menfbiate, shall

inform the competent authorities of the home Memltate

accordingly.

(3) If, despite the measures taken by the homeniie State or
because such measures prove inadequate or arevailatble in the
home Member State, the bank persists in violatireg grovisions of
this Law, the Central Bank may, after informing tkempetent
authorities of the home Member State, take apprtgpnneasures to
prevent or to suppress further irregularities aimd,so far as is
necessary, to prevent that bank from initiatingtifer transactions
within the Republic.

(4) The provisions of section 10B of subsectioh} t0 (3) of this
section shall not affect the power of the CentraniB to take
appropriate measures to prevent or to punish ilaeitjies committed
within the territory of the Republic which are cary to the
provisions of this Law. This shall include the pb8gy of preventing
by the Central Bank of the offending banks frontidating further
transactions within the Repubilic.

(5) Any measure taken pursuant to this sectionimvmlving penalties
or restrictions on the exercise of the freedomrtavigle services shall
be properly justified and communicated by the Ge#nBank to the
bank concerned.

Take of precautionary 10E. Before following the procedure provided forsiction 10D, the

measures.

Take measures.

Central Bank may, in emergency situations, take mecautionary
measures necessary to protect the interests ofiters) investors or
others to whom services are provided. The CentaskBshall inform
the Commission and the competent authorities ofatther Member
States concerned of such measures at the eagiesttonity.

10F. The Central Bank, after beifmymed of the withdrawal of
authorisation of a bank by the competent authootythe home
Member State of the bank of another Member Statall gake
appropriate measures to prevent the bank concdroed initiating
further transactions within the territory of the geélic and to
safeguard the interests of depositors.

Branches of banks from 10G.-(1) No provisions shall apply to branches ahlts having their

third countries.

head office in a third country when commencing amying on their
business, which result in more favourable treatntiggm that accorded
to branches of banks having their head office mGommunity.

(2) The Central Bank shall notify the Commissanrd the European

Banking Committee of all authorisations for braregeanted to banks
having their head office in a third country.
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Limitation
facilities.

on

credit

PART V

Limitations and Prohibitions on certain Business Agvities and
Transactions

11.(1) A bank incorporated in the Republic shati-ro

(a) permit the total value of exposures grantedrtp one person
to exceed at any time twenty-five per centum ot#pital base, or such
other lower percentage as the Central Bank mayrdate from time to
time;

It is provided that the Central Bank may allow esyres in excess of
twenty-five per centum of a bank’s capital basevied that the

excess relates to trading book exposures as defireedirective issued
by the Central Bank on the capital adequacy andosered by

additional capital requirement as prescribed byGkatral Bank under
section 21 of this Law.

(b) permit the aggregate of all large exposurasdefined in
subsection (4), to exceed at any time eight hungexdcentum of its
capital base, or such other lower percentage a€émral Bank may
determine from time to time;

(c) grant any director any exposure unless thasaietion was
approved by a resolution of the Board of Directtagied by a majority
of two-thirds of the total number of directors dfetbank and the
director concerned was not present during the dsoun of this subject
by the Board and did not vote on the resolutiohe €xposures granted
in such cases are granted on the same commeroia &s would apply
to a customer for similar exposures in the ordinaoyrse of banking
business;

THIS PARAGRAPH APPLIES UP TO 23 JULY 2010 AND
FROM 24 JULY 2010 IT IS REPLACED BY THE PARAGRAPH
IN BLUE THAT FOLLOWS

(d) subject to the provisions of subsection (1)f@rmit the total
value of exposures in respect of all its directoigether to exceed at
any time forty per centum of its capital base, ochs other lower
percentage as the Central Bank may determine firamtb time;

WITH EFFECT FROM 24 JULY 2010 PARAGRAPH (d) IS
REPLACED BY THE FOLLOWING PARAGRAPH:

(d) subject to the provisions of subsection (1)p&xmit the total
value of exposures in respect of all its directogether to exceed at
any time twenty per centum of its capital basesuach other lower
percentage as the Central Bank may determine fromtb time;

THIS PARAGRAPH APPLIES UP TO 23 JULY 2010 AND
FROM 24 JULY 2010 IT IS REPLACED BY THE PARAGRAPH
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IN BLUE THAT FOLLOWS

(e) permit the total value of any unsecured expEswvhich are
granted to all its directors together to exceedaray time five per
centum of its capital base, or such other lowecgmiage as the Central
Bank may determine from time to time.

WITH EFFECT FROM 24 JULY 2010 PARAGRAPH (e) IS
REPLACED BY THE FOLLOWING PARAGRAPH:

(e) permit the total value of any unsecured expmswvhich are
granted to all its directors together to exceedamy time two per
centum of its capital base, or such other lowecgmtiage as the Central
Bank may determine from time to time.

(1A) If, in an exceptional case, exposures exdbedimits laid down
in paragraphs (a), (b), (d) and (e) of subsectign that fact shall be
reported without delay to the Central Bank whichymahere the
circumstances warrant it, allow the bank a limifeztiod of time in
which to comply with the limits.

(2) In determining compliance with subsection {i¢ Central Bank
may exempt any exposure from time to time havingare to the
exceptionally low risk arising from the exposuremeerned provided
that such exemptions are not in conflict with Ewap Union acts in
force in the Republic.

(3) The Central Bank may determine that -

(a) the interests of two or more persons are s@-nelated that
they should be considered as one person, wherethEomexposures
granted to such persons shall be combined and detee granted in
respect of a single person;

(b) the interests of any director are so inteaterl with the
interests of another person or persons that thesgops should be
considered as one person whereupon the exposuagsedrto the
director or any such person or persons shall bebowd and deemed
to be granted to the said director.

(4) For the purposes of this Law -

(a) "exposure" in respect of a person means aay, ladvance or
overdraft granted to such person, or the grantihgary financial
leasing including hire purchase financing, or tieeaount of any bill of
which he is either acceptor, or drawer or endorsethe granting of
any financial guarantee or the undertaking of atlyeio financial
liability or obligation on behalf of this person time investment in
securities issued by that person, or the undeigadirany commitment
to grant any of the above, and includes any ofath@ve in respect of
another person secured by the guarantee of thé®meit also includes
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any other on balance sheet asset item or off-balaheet asset item of
a bank funded or unfunded in respect of that person

(b) “large exposure” means an exposure to anypamnson equal
to or greater than 10 per centum of the capitat lods bank;

(c) “exposure not secured by tangible security”ange any
exposure other than the one secured by assetsewhbsge is not less
than the exposure amount or that part of the expoamount which
exceeds the value of the asset that constitutesethwwity. The value is
calculated in accordance with a directive issuedhsy Central Bank
under section 41.

Limitations on holdings of 12.(1) A bank shall not acquire or purchase anyawvable property or

immovable property

Cap. 109

52 of 1969
55 of 1972
50 of 1990.

Cap. 224.

3 of 1960
78 of 1965
10 of 1966
75 of 1968
51 of 1971

2 of 1978

16 of 1980
23 of 1982
68 of 1984
82 of 1984
86 of 1985

189 of 1986
12 of 1987
74 of 1988
117 of 1988

hold any right therein, save -

(a) where the property may be currently requiradtfie purpose
of conducting its business or for providing reci@atfacilities to its
staff or with the prior written approval of the @ext Bank for the
purpose of establishing a cultural centre of a moofit making
character; or

(b) where the property is acquired as a result girocess of
selling the property in the course of satisfactadndebts due to the
bank or is acquired in the course of settlemermtehits due to the bank
provided that the property shall be disposed ddam as possible and
in any case within three years of its acquisitiowept where the
Central Bank extends the period of three yearsdbinsiders that such
extension is fully justified on account of exceptb circumstances;

It is provided that in the case of a bank othenth&ank incorporated
in Cyprus the provisions of the Acquisition of Imwadle Property
(Aliens) Law shall not apply.

(2) For the purposes of this section the term "imatmbe property” has
the meaning assigned to it by section 2 of the Irabte Property
(Tenure, Registration and Valuation) Law.
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43 of 1990
65 of 1990
30(I) of 1992
90(I) of 1992
6(1) of 1993
58(1) of 1994

40(1) of 1996.

Limitations
shareholdings

128(1) of 2009

on 13.(1) Unless the Central Bank grants its priorttem approval and

subject to any conditions which the Central Bank/ oansider proper
to impose, a bank shall not acquire or hold diyeotl indirectly more
than ten percent of the share capital of any otmenpany or have
control over such company and in the case of a badtporated in the
Republic the value of any share capital held in @fmgr company shall
not exceed fifteen percent (15%) and for all congmin aggregate
shall not exceed sixty percent (60%) of the bankjsital base.

(2) Subsection (1) shall not apply where a bamjuaes or holds -

(@) any part of the share capital of any compangleu an
underwriting or sub-underwriting contract for a ipdrnot exceeding
two years from the time of acquisition except whigre Central Bank
considers proper to extend the period of two yearsaccount of
exceptional circumstances;

(b) any holding of share capital in a company \Wwhiarries out
banking business, nominee, executor or trustee tibmsc or
predominantly other functions integral to or clgsedlated to banking
business, provided that such company is incorpdtiatéhe Republic.

(3) For the purposes of subsection 2(b) the falowshall constitute
functions which are integral to or closely relatedbanking business -

(&) lending, including, inter alia: consumer ctednortgage
credit, factoring with or without recourse and tfieancing of
commercial transactions (including forfeiting);

(al) financial leasing, including hire purchas®ficing;

(b) payment services, as this term is defined oti@e 2 of the
Payment Services Law;

(c) issuing and administering other means of pagmaciuding
travellers’ cheques and bankers’ drafts, insofathés function is not
covered by paragraph (b);

(d) guarantees and commitments;

(e) trading for own account or for account of onstrs in:
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() money market instruments including cheques]spbil
certificates of deposit etc.;

(i) foreign exchange;

(i) financial futures or options;

(iv) exchange and interest-rate instruments;
(v) transferable securities;

(f) participation in securities issues and thevgion of services
related to such issues;

(g) advice to undertakings on capital structundustrial strategy
and related questions and advice as well as servétating to mergers
and the purchase of undertakings;

(h) money broking;

(i) portfolio management and advice;

(j))safekeeping and administration of securities;

(K)credit reference services;

(Dsafe custody services;

(m) Data processing services;

(n) Insurance brokerage services;

(o) Any other activity which may be specified byetCentral
Bank.

(4) For purposes of compliance with subsection tflgre shall be
excluded any share capital in another company wiviah acquired by
the bank in the course of satisfaction of debts tui, provided that
such share capital is disposed of not later thegetiiears from the time
of its acquisition, except where the Central Banksiders proper to
extend the period of three years on account of piael
circumstances.

Prohibition of trading 14.(1) A bank shall not eggawhether on its own account or on a
commission basis, in any trading activity or entisg save in so far as
may be necessary in the ordinary course of bantpegations for the
satisfaction of debts due to the bank.

(2) Nothing in subsection (1) shall be construedpesventing the
carrying on of any of the activities referred to paragraph (b) of
subsection (2) and subsection (3) of section 13imnke services and
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activities in Annex | of the Law.

Prohibition of dealing in 15. A bank incorporated in the Republic shall not -

own shares.

Opening of
account and
identification
records

Amalgamation.

(a) acquire or deal for its own account in its ostrares without
the prior approval of the Central Bank, which iarged subject to the
provisions of the Companies Law with regards t@mgany’s right of
redemption or acquisition of its own shares.

(b) grant credit facilities to persons other thiha employees of
the bank in excess of fifty thousand pounds pes@efor the purpose
of enabling the purchase of its own shares or ftaees of its holding
company or the shares of any subsidiary of the wandf its holding
company.

15A. (1) Each bank is required to obtain from eantl everyone of its

client customers, for the purposes of opening a bank atcwith it, the

customer’s identity records, i.e. its name, itsradg, the number of its
official identity card or its passport number atgldountry of issue.

(2) The information referred to in subsection ¢f)this section is
obtained from the official identification card aoi the passport which
the real beneficiary submits:

It is provided that banks are required to enshat the information
referred to above is incorporated in all accourticivare kept by them
which have no identification records or which hageords which are
not in compliance with the true records of the oorsir.

PART VI

Ownership and Management of Banks

16.(1) Notwithstanding the provisiafigny other Law-

(&) a bank incorporated in the Republic shall swit or dispose
the whole or part of its business by amalgamatioatiberwise, except
with the prior written approval of the Central Bank

(b) a bank, other than a bank incorporated inRbpublic, shall
not sell or dispose the whole or part of its buséni the Republic, by
amalgamation or otherwise, except with the prioittem approval of
the Central Bank.

(2) The approval of the Central Bank under sulisecf{l) may be
granted subject to any conditions which the CenBahk may
consider proper to impose.

Limitation on shareholdings17.-(1)(a)(i) Any natural or legal person (hereteafreferred to as the

in banks

‘proposed acquirer’) or such persons acting in eanevho have taken
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a decision to acquire, directly or indirectly, tkkentrol of a bank
established in the Republic, or have decided tthéurincrease the
control in such a bank as a result of which thepprtion of the voting
rights or of the capital held would reach or exctelminimum limits

of twenty per cent (20%), thirty per cent (30%fifty per cent (50%)

or so that the bank would become its subsidiary tfie purposes of
this section and of sections 17A and 17B refercedds the ‘proposed
acquisition’), first must notify in writing the Ceal Bank of Cyprus,
stating the size of the intended holding and #hevant information, as
referred to in subsection (4) of section 17A; and

(i) No person can, either alone or through an ciase or
associates, have directly or indirectly the contadl any bank
established in the Republic or its parent undemntgkor to increase the
control in such a bank as a result of which theprtion of the voting
rights or of the capital held would reach or excdelminimum limits
of twenty per cent (20%), thirty per cent (30%)fitty per cent (50%)
or so that the bank would become its subsidiaresmithat person
obtains the prior written approval of the Centraink, or the proposed
acquisition is, pursuant to the provisions of sehea (6) deemed as
approved.

(b) for purposes of paragraph (a) and of submec(d) the term
“associate” in relation to a proposed acquirerludes -

(i) the spouse or relatives of the first degreekioidred of that
person;

(i) any company of which that person is a direato has control
over it;

(i) any person who is a partner of that persand in the case
where that person is a company -

(A) any director or any person who has control rotteat
company,

(B) any subsidiary of that company, and
(C) any director of any such subsidiary;

(iv) any other person or persons whose inter@st)e opinion of
the Central Bank, are interdependent with thogeatfperson or of any
other person who holds shares:

(2)(a) The Central Bank shall, promptly and in @awent within two
working days following receipt of the notificatioas well as following
the possible subsequent receipt of the informatieferred to in
subsection (3), acknowledge receipt thereof inimgito the proposed
acquirer.
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(b) The Central Bank shall have a maximum of s{gty) working days
as from the date of the written acknowledgementeafeipt of the
notification and all documents required to be d&igac to the
notification on the basis of the list referred to subsection (4) of
section 17A (hereinafter and for the purposes ©f section and of
sections 17A and 17B, referred to as the ‘assedspegiod’), to carry
out the assessment provided for in subsection {1l¥eation 17A
(hereinafter and for the purposes of this sectioth af sections 17A
and 17B, referred to as ‘the assessment).

(c) The Central Bank at the time of acknowledgiecgipt, shall inform
the proposed acquirer of the date of the expihefassessment period.

(3)(a) The Central Bank may, during the assessnpartod, if
necessary, and no later than on the fiftieth"(S®orking day of the
assessment period, request any further informdhiahis necessary to
complete the assessment. Such request shall be imagéting and
shall specify the additional information needed] an

(b) for the period between the date of requestiritarmation by the
Central Bank and the receipt of a response thdrgtthe proposed
acquirer, the assessment period shall be intedugdike interruption
shall not exceed twenty (20) working days. Any liertrequests by the
Central Bank for completion or clarification of thdormation shall be
at its discretion but may not result in an intetiop of the assessment
period.

(4) The Central Bank may extend the interruptiefemred to in the
subparagraph (b) of paragraph (3) up to thirty (86jking days if the
proposed acquirer is:

(a) situated or regulated outside the Community; a

(b) a natural or legal person not subject to supen under the
legislation which transposed into the national #whe member states

0J L 375, 31.12.1985, p: 3(i) Council Directive 85/611/EEC of 30December 1985 on the

L76, 19.3.2008, p. 42. coordination of laws, regulations and administegprovisions relating
to undertakings for collective investment in tramable securities
(UCITS) Directive as last amended by Directive 2088C of the
European Parliament and of the Council of March 2008 and as it
may further be amended or replaced.

0J L 228, 11.8.1992, p. 1(ii) Council Directive 92/49/EEC of 8June 1992 on the coordination

L81, 20.3.2008, p. 69. of laws, regulations and administrative provisiaesating to direct
insurance other than life assurance and for thendment of Directives
73/239/EEC and 88/357/EEC (third non-life insuraridieective) as
recently amended by Directive 2008/36/EC of theokaan Parliament
and of the Council of f1March 2008and as it may further be amended
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or replaced.

OJ L 345, 19.12.2002, p.(iii) Directive 2002/83/EC of the European Parliasheand of the

1L 76, 19.3.2008, p. 44. Council of 8" November 2002 concerning life assurance Directive
recently amended by Directive 2008/19/EC of theogaan Parliament
and of the Council of 1 March 2008 and as it may further be
amended or replaced.

OJ L 145, 30.4.2004, p: L (iv) Directive 2004/39/EC of the European Parliamamd of the

76.19.3.2008, p. 33 Council of 21 April 2004 on markets in financiabtruments Directive
as recently amended by Directive 2008/10/EC of theropean
Parliament and of the Council of"AMarch 2008 and as it may further
be amended or replaced.

0OJ L 323,9.12.2005, p: L (v) Directive 2005/68/EC of the European Parliamamid of the

81, 20.3.2008, p.71. Council of 18" November 2005 on reinsurance Directive as recently
amended by Directive 2008/37/EC of the EuropeatidPaent and of
the Council of 1 March 2008 and as it may further be amended or
replaced.

(5) If the Central Bank, upon completion of tles@ssment, decides to
oppose the proposed acquisition, it shall, witkio {2) working days,
and not exceeding the assessment period, informpritysed acquirer
in writing and provide the reasons for that decisién appropriate
statement of the reasons for the decision may likeraacessible to the
public at the request of the proposed acquirer. CThstral Bank may
make such disclosure in the absence of a requeshdyproposed
acquirer.

(6) If the Central Bank does not oppose the preg@cquisition within
the assessment period in writing, it shall be dektode approved.

(7) The Central Bank may fix a maximum period é@ncluding the
proposed acquisition and extend it where appragriat

(8) Where natural or legal persons fail to complth the requirement
of subsection (1) to notify the Central Bank, tren@€al Bank may take
one or more of the following measures stating theation of each
measure or stating that the measures will stayoneef until their
revocation by the Central Bank -

(a) suspend the voting rights pertaining toghares or voting rights
that the said shareholders or members of the balak h

(b) issue a decree based on which the disptisal,signing of a
disposal agreement, the sale, the exchange, thiededhe transfer, the
donation and in general the parting of the shaeéd \will be void,;

(c) prohibit the acquisition, either through thsue of bonus shares or
through a rights issue, of shares of the bankndr a
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100(l) of 2009

(d) prohibition of any payments from the bankiathare derived from
the shares, except in the case of the winding upeobank.

(9) Where a natural or legal person which eitHene or through an
associate or associates acquires, directly oraotljr, control of a bank
despite the contrary decision of the Central Bahk, corresponding
voting rights are suspended and the Central Banktaie one or more
of the measures referred to in paragraphs (b))tof(subsection (8).

10(a) Irrespective of the provisions of subsedi(®) and (9), where a
natural or legal person fails to notify the Cen®aink as provided for
in subsection (1) or acquires control of a bankpiesthe contrary
decision of the Central Bank, the Governor may isgoan
administrative fine in accordance with the provisi@f section 42.

(b) In the case of a legal person, the Governoy imgose the fines
provided for in paragraph (a) on those membershef board of
directors, or / and managers who were responsiblaregligent, or
failed to act, or in their knowledge, the legatqus -

(i) violates the requirement to notify the CentBalink, as provided for
in subsection (1) or

(if) acquires control, despite the contrary dexisof the Central Bank.

(11) The assessment procedure appiieproposed acquisitions for
which notifications referred to subsection (1) hdeen submitted to
the Central Bank prior to the entry into force bk tBanking Law
(Amendment) of 2009, shall be carried out in acaoo@ with the legal
provisions in force at the time of notification.

Assessment of the proposedL7A. (1) In assessing the notification provided forsection (1) of

acquisition

section 17 and the information referred to in sabse (3) of section
17, the Central Bank shall, in order to ensurestend and prudent
management of the bank in which an acquisition risppsed, and
having regard to the likely influence of the propdsacquirer on the
bank, appraises the suitability of the proposeduiaeg and the

financial soundness of the proposed acquisitioninagaall of the

following criteria:

(a) The reputation of the proposed acquirer;

(b) the reputation and experience of any person whl direct the
business of the bank as a result of the proposgaisation;

(c) the financial soundness of the proposed aeguin particular in
relation to the type of business pursued and egetbsan the bank in
which the acquisition is proposed;

(d) whether the bank will be able to comply andtcare to comply
with the prudential requirements based on this Lamd, where
applicable, other laws, notably, the Electronic Mpinstitutions Law,
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86(1) of 2004

Official Gazette
Third Annex (1):
15.12.2006
25.7.2007.

Law 188(l) of 2007

Consultation with

the Central Bank of Cyprus Directive on the supm@etary
supervision of banks which belong in a financiaiglomerate of 2005
and the Central Bank of Cyprus Directive for thécgkation of the
capital requirements and large exposures of bankgarticular,
whether the group of which it will become a pars laastructure that
makes it possible to exercise effective supervisieffectively
exchange information among the competent authsréed determine
the allocation of responsibilities among the coraptauthorities; and

(e) whether there are reasonable grounds to suicin connection
with the proposed acquisition, money launderingeororist financing

within the meaning of The Prevention and Suppressib Money

Laundering Activities Law of 2007 is being or Hasen committed or
attempted, or that the proposed acquisition couldease the risk
thereof.

(2) The Central Bank may oppose the proposed sitigmi only if
there are reasonable grounds for doing so on tkis bathe criteria set
out in subsection 1 or if the information providby the proposed
acquirer is incomplete.

(3) The Central Bank shall neither impose any rpgonditions in
respect of the level of holding that must be a@linor examine the
proposed acquisition in terms of the economic neédse market.

(4) The Central Bank shall make publicly availablist specifying the
information that is necessary to carry out the sssent and that must
be provided to the central Bank at the time offiuatiion referred to in
subsection (1) of section 17. The information reegii shall be
proportionate and adapted to the nature of theqmexh acquirer and
the proposed acquisition:

The Central Bank shall not require informationttisa not
relevant for a prudential assessment.

(5) Notwithstanding subsections (2), (3) and (Bsection 17, where
two or more proposals to acquire or increase guagifholdings in the
same bank have been notified to the central Bamk|atter shall treat
the proposed acquirers in a non-discriminatory reann

the 17B. - (1) The Central Bank when carrying out tiseessment, shall

relevant competent work in full consultation with the relevant competeuthorities if the

authorities  during

the proposed acquirer is one of the following:

assessment of the proposed

acquisition

(a) a credit institution, assurance undertakingurance undertaking,
reinsurance undertaking, investment firm or managgntompany,
authorised in another Member State or in a sedtoerahan that in
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Notification of disposal of
or reduction in control

Notification of the Central

which the acquisition is proposed;

(b) the parent undertaking of a credit institufioassurance
undertaking, insurance undertaking, reinsurance ermaking,
investment firm or management company, authorisedamother
Member State or in a sector other than that in kil acquisition is
proposed; or

(c) a natural or legal person controlling a creastitution, assurance
undertaking, insurance undertaking, reinsurance ermaking,

investment firm or management company, authorisedamother
Member State or in a sector other than that in wkiie acquisition is
proposed.

As a competent authority of a Member State, theti@e Bank
complies with the provisions of paragraph 2 of &&i19b of Directive
2006/48/EC, according to which the competent aitibsr shall,
without undue delay, provide each other with arigrimation which is
essential or relevant for the assessment. In #gard, the competent
authorities shall communicate to each other upguest all relevant
information and shall communicate on their owniative all essential
information. A decision by the competent authotitsit has authorised
the credit institution in which the acquisitiongeoposed shall indicate
any views or reservations expressed by the compeiathority
responsible for the proposed acquirer.

17C. - (1) Any natural or legal person who has takedecision to
dispose, directly or indirectly, control in a bardust first notify in
writing the Central Bank, indicating the size of mtended holding.

(2) Any natural or legal person shall likewiseifyothe Central Bank
if he has taken a decision to reduce his controhabthe proportion of
the voting rights or of the capital held would fiaéllow twenty per cent
(20%), thirty per cent (30%) or fifty per cent (5P% so that the bank
would cease to be his subsidiary.

17D. — (1)(a) Banks shall, on becoming aware of atguisitions or

Bank on changes in thedisposals of holdings in their capital that causkdings to exceed or
percentages of holdings in afall below one of the thresholds referred to insadtion (1) of section

bank’s capital

17 and section 17C, inform accordingly the CerBiahk.

(b) Banks shall also, at least once a year, infitlvnenCentral Bank of
the names of shareholders and members having tantidhe sizes of
such holdings as shown, for example, by the inftionareceived at
the annual general meetings of shareholders andersor as a result
of compliance with the regulations relating to bahkted on regulated
markets, as detailed in a directive issued by theti@l Bank.

(2) Where the influence exercised by the persaferned to in
subsection (1) of section 17 is likely to operatehte detriment of the
prudent and sound management of the bank, the &CdBdaink shall
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190(1) of 2007.

144(1) of 2007.

take any of the measures referred to in paragrgphso (d) of
subsection (8) of section 17.

(3)(@) In determining whether the criteria for@tol in the context
of sections 17 and 17C and of this Section ardlladf the voting
rights defined in sections 28, 29 and 30 of tlaevlproviding for
transparency requirements in relation to informateabout issuers
whose securities are admitted to trading on a eegdimarket shall be
taken into account as well as the conditions reggrtheir aggregation
which are provided for in sections 34 and 35 ofgaiel Law.

(b) In determining whether the criteria for contreferred to in this
Section are fulfilled, the Central Bank shall nekdé into account
voting rights or shares which investment firms oedit institutions
may hold as a result of providing the underwritio§ financial

instruments and/or placing of financial instrumerda a firm

commitment basis included under paragraph 6 of Paftthe Third

Annex to the Law which provides for the provisiof investment
services, the exercise of investment activitiess thperation of
regulated markets and other related matters.

(4) The bank shall know for every legal persort fh@ssesses at least
five percent (5%) of its issued share capital,rthmes of the ultimate
beneficial owners to whom each legal person belommgsand to
disclose this information to the Central Bank atsteonce a year or
when there has been an amendment or change tafdhenation:

It is provided that where the legal person po$sgssore than
five percent (5%) of the issued share capital eflihnk is a company
which has at least twenty (20) shareholders, the lsnould know
only the shareholders of that legal person who ggss$ive percent
(5%) or more of that legal person’s issued shapitaleand to disclose
this information to the Central Bank at least oacgear or when there
has been an amendment or change to the information:

It is further provided that where the legal pergmssessing
more than five percent (5%) of the issued sharéaiagf the bank is a
company whose shares are listed on a regulatedematie bank
should know only the shareholders of that legab@erwho possess
five percent (5%) or more of that legal personsued share capital
and to disclose this information to the Central IBaat least once a
year or when there has been an amendment or chengbe
information;

It is further provided that where the bank, haslreen able to
know the ultimate beneficial shareholders and thareholders as
above, after having actively attempted to do se,ldank shall inform
the Central Bank which at its discretion may exertipg bank from the
requirements provided for in this subsection.

Persons disqualified to actl8. (1) Any person who -

as directors etc without
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approval.

(a) is bankrupt or has entered into a compromigie it creditors;
or

(b) has been convicted in any country of an oféeimovolving
fraud or dishonesty; or

(c) has been convicted of an offence under this, land in the
case where that person is a company:

0] any director or any person who has
control over that company

(ii) any subsidiary of that company

(iir) any director of any such subsidiary,

shall not without the prior written approval oktentral Bank act as a
director, chief executive officer or manager of ank, as a result of
bankruptcy, compromise or conviction before a pkrid five years
from the date of conviction has elapsed.

(2) Notwithstanding the provisions of subsectidi, {f in the opinion
of the Central Bank, that any individual is noitaahd proper person to
act as director, chief executive or manager ofr&kpthe Central Bank
may direct that such person shall not act as direchief executive or
manager of a bank.

(3) In determining whether a person is a fit anoppr person to hold
any of the above positions in accordance with sutlse (2), the
Central Bank shall have regard to his probity, i® dompetence and
soundness of judgement for fulfilling the respoiigibs of that
position, to the diligence with which he is fuliilfy or likely to fulfil
those responsibilities and to whether the intere$tslepositors or
potential depositors of the bank are, or are likelyoe, in any way,
threatened by his holding that position. Moreovke Central Bank
will not consider a person to be fit and propeatb as director, chief
executive or manager of a bank, if that personoisai sufficiently
good repute or lacks sufficient experience to hahy of the above
positions.

Management of a bank and.9.-(1) At least two individuals are required tatdpate and concur in

a financial

company.

holding the effective direction and management of the lassirof the bank.

(2) Every bank shall have robust governance aemamegts, which
include a clear organisational structure with wafined, transparent
and consistent lines of responsibility, effectivqesses to identify,
manage, monitor and report the risks it is or migiatexposed to, and
adequate internal control mechanisms, includingidand accounting
procedures.

(3) The arrangements, processes and mechanisenserkein subsection
(2) shall be comprehensive and proportionate tontiterre, scale and
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complexity of the bank’s activities taking into acnt the technical
criteria laid down in a directive of the Centralrika

(4) The persons who effectively direct the bussne$ a financial
holding company shall be of sufficiently good repuand have
sufficient experience to perform those duties.

Strategies and processes df9A.-(1) Banks shall have in place sound, effectared complete
banks and their internalstrategies and processes to assess and maintamawrgoing basis the

review.

Minimum capital.

Capital adequacy.

Computation of capital.

amounts, types and distribution of internal capitelt they consider
adequate to cover the nature and level of the tiskghich they are or
might be exposed. For this purpose, banks adepguidelines, which
are issued in a directive of the Central Bank.

(2) These strategies and processes shall be subjeegular internal
review to ensure that they remain comprehensivepaogortionate to
the nature, scale and complexity of the activiiethe bank.

PART VI
Capital

20. A bank incorporated in the Rbic shall have at all times
minimum own funds of not less than three millionupds or such
other higher amount that the Central Bank migh¢iheine.

21.-(1) Subject to the provisiohsubsection (2) of section 41, the
Central Bank may by notice given in writing, reguirbanks
incorporated in the Republic to maintain a cap#déquacy ratio at
such minimum level as may be determined by the r@eBank from
time to time for each bank individually having regdato its
circumstances.

(2) The capital adequacy ratio referred to inssakion (1) shall be in
the form of mandatory maintenance of a capital fraselation to total
assets including the activities of the trading homkthe off balance
sheet exposures, to the operational risk or togoaies of assets
specified by the Central Bank from time to timesath minimum ratio
or ratios as may be prescribed by the Central Biamk time to time.

22. Subject to the provisiof section 41(2) the Central Bank
shall determine what constitutes capital base lodrgk and the method
by which it shall be computed and shall notify Baeks in writing.

Recognition of external 22A.-(1) The Central Bank may recognise an extecredit assessment
credit assessmentinstitution (ECAI) as eligible for the purposes oépital adequacy

institutions.

Annex Il

calculation, only if it is satisfied that its asse®nt methodology
complies with the requirements of objectivity, ipdadence, ongoing
review and transparency, and that the resultinditessessments meet
the requirements of credibility and transparenoyt those purposes,
the Central Bank may take into account the techmwidiria set out in
Annex Il.
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Maintenance of liquidity.

(2) An ECAI which has been recognised as eligtblethe competent
authorities of another Member State may also begmsed by the
Central Bank as eligible without carrying out itsvro evaluation
process.

(3) The Central Bank makes publicly available aplanation of the
recognition process, and a list of eligible ECAIs.

PART VIII
Liquidity

23.(1) The Central Bankyrestablish a minimum ratio of liquefiable
assets to be held by banks, in respect of thelitiabi and other
obligations of banks falling due or maturing witlarmperiod or periods
as may be specified by the Central Bank, from tiongme.

(2) Subject to the provisions of section 41(2) tiabilities and the
liquefiable assets for purposes of subsection (&)l e defined and
calculated as may be determined by the Central Bawknotified in
writing to banks.

3) The powers which the Central Bank may exeruaisger this
section shall be in addition to and not in sub8ttu of its powers
under section 38 of the Central Bank of Cyprus Law.

PART IX

Returns and Accounts

Submission and publication24. (1)  Every bank shall, within four months frahe end of each

of balance sheet etc.

financial year, submit to the Central Bank a copyhe balance sheet
and profit and loss account for that year, in thenf prescribed by the
Central Bank, duly certified by an approved audtimgether with a

signed copy of his report in the form prescribedhs Central Bank.

It is provided that the audit of banks shall beied out in accordance
with international auditing standards and any aoldi#l requirements
specified by the Central Bank.

(2) In case of failure by a bank to appoint anraped auditor, the
Central Bank may appoint such auditor and fix kiswuneration to be
paid by the bank concerned.

(3) A bank incorporated in the Republic shall patnl within six
months from the end of each financial year, in smelmner and form as
the Central Bank may determine, the balance shekpeofit and loss
account for that year together with the approvetitats report.

(4) A bank, other than a bank incorporated in Bepublic, shall
publish in such manner and form as the Central Baak determine
the balance sheet and profit and loss accountdoh dinancial year
covering its business as a whole.
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Returns and information by25.(1) Every bank shall submit within fifteen dagfsthe end of each

banks. month, or within such other period as the CentahlBmay determine,
to the Central Bank a certified statement of itsets and liabilities at
the end of that month in a form prescribed by teat@l Bank.

(2) The Central Bank may require a bank to sulperitodically or at its
request, such other information and within suchetias may be
specified by the Central Bank.

(3) Every bank incorporated in the Republic sipallicly disclose, in

the manner prescribed in a Directive of the Cerahk, information

concerning its operation, including the targets dhd qualitative

characteristics of the risk management policy, gtative information

on the risks undertaken, information regarding atgn funds, the

method of capital adequacy calculation and the todng of large

exposures, and disclose whether it complies wighddpital adequacy
ratio as defined by the Central Bank pursuant ttiae 21.

PART X

Supervision and Inspection

Supervision and inspectiorn26. (1) The Central Bank is responsible for theesvision of banks
by the Central Bank. in order to ensure the orderly functioning of tlaaking system;

The prudential supervision of banks, which alseecs their activities
pursuant to section 10C, is exercised by the Clemeak, as the
competent authority of the home member state, stbje the
provisions of this Law which assign responsibility the competent
authority of the host member state. This doesaffett the supervision
on a consolidated basis which is provided for ctisa 39.

(1A) In the exercise of its duties, the CentrahBahall have regard to
the convergence in respect of supervisory tools angervisory

practices in the application of the laws, reguladi@nd administrative
requirements adopted pursuant to the European UDigttives. For

that purpose, the Central Bank shall participatéhan activities of the

Committee of European Banking Supervisors and dwlgsider its

non-binding guidelines and recommendations.

(1B) The Central Bank shall, in the exercisetefgeneral duties, duly
consider the potential impact of its decisions ba stability of the

financial system in all other Member States coneérrand, in

particular, in emergency situations, based on tf@mation available

at the relevant time.

(2) Every bank shall, when so required by the @eriBank, make

available for examination by a duly authorised aifi of the Central

Bank its liquid and other assets, books or recaadspunts and other
documents, including those relating to the granthdpans and other
facilities as well as the reports obtained by tlamkoregarding the
business and financial position of debtors:
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Provided that any such official may be assistedabguly qualified
person nominated for this purpose by the CentralkBaho shall be
bound by the same requirements regarding confaédgtias those
applicable to officials of the Central Bank.

(3) The Central Bank is empowered to require baoksy to it fees in
connection with expenses incurred for their sumdmmi and inspection
in accordance with its directives.

(4) Any information obtained under this sectiombsection (4) of

section 3 and sections 24, 25 and 28, other thimnniation which is

published, shall be kept secret and used onlyrigrcd the purposes of
the Central Bank of Cyprus Law, or of this Law.

(5) Notwithstanding the provisions of subsecti8p (he Central Bank
may use any of the information provided to it unti@s law for the
compilation and publication of statistical aggregat

(6) Taking into account the technical criteria sat in Annex I, the
Central Bank shall review the arrangements, stiedegrocesses and
mechanisms implemented by the banks to comply thighprovisions
of this Law and evaluate the risks to which theksaare or might be
exposed to.

(7) The scope of the review and evaluation refetoein subsection (6)
shall be that of the requirements of this Law amel directives issued
pursuant to it.

(8) On the basis of the review and evaluationrreteto in subsection
(6), the Central Bank shall determine whether thmeargements,
strategies, processes and mechanisms implementdideblyanks and
their own funds ensure a sound management and agwenf their
risks.

(9) The Central Bank shall establish the freqyeartd intensity of the
review and evaluation referred to in subsectionhgjing regard to the
size, systemic importance, nature, scale and cotitylef the activities
of the bank concerned and taking into account thaciple of
proportionality. The review and evaluation shallupslated at least on
an annual basis.

(10) The review and evaluation performed by thatt Bank shall

include the exposure of banks to the interestiakearising from their

non trading book activities. Measures shall be irequin the case of
banks whose economic value declines by more thamtywpercent

(20%) of their own funds as a result of a suddehwarexpected change
in interest rates the size of which shall be pibsdr by the Central

Bank and shall apply equally to all banks.

Disclosure of information 26A.-(1) The Central Bank shall disclose the follogvinformation:

by the Central Bank.

137



Report on fourth assessment visit of Cyprus - Annexes - 27 September 2011

Cooperation

competent authorities.

with

(a) the texts of laws, regulations, directivesnastrative rules
and general guidance issued in the Republic irfidteé of prudential
regulation;

(b) the manner of exercise of the options andreigns available
in Community legislation;

(c) the general criteria and methodologies itsusethe review
and evaluation referred to in subsection (6) ofier@6; and

(d) without prejudice to the provisions laid downsubsections
(1), (2) and (5) of section 27 and sections 27M,2Z7C, 27D, 28A,
28B and 28D, aggregate statistical data on key céspef the
implementation of the prudential framework by tren@al Bank.

(2) The information disclosed, are updated redyil@and are accessible
at a single electronic location.

other 27. (1)(a) Without prejudice to the provisions etson 26, the Central

Bank may cooperate and exchange information -

(a) with competent supervisory authorities respmasfor the
supervision of credit institutions, insurance comipsg, investment
firms, financial institutions or regulated marketsither in the
Republic or in a third country, and,

(b) with the competent supervisory authoritiegmfdit institutions,
insurance companies, investment firms, finanastifutions or
regulated markets of member states, to assist itnéine conduct of
their duties and responsibilities or to enabledtfiective conduct of
its own duties, including the supervision on a odidated basis.

(2) Where, the competent supervisory authoritieen®@ member state
wish in specific cases to verify the informationque&ed for the
performance of their duties concerning a bank, narftial holding
company, an ancillary services undertaking, a miaetvity holding
company, a company which is not a credit institutamd whose main
activity comprises of acquisitions of holdings,ampany which carries
out business that is closely associated with thekibhg business or
closely related with such business in accordantle paragraphs (a) to
() of subsection (3) of section 13, a subsididmgttis referred to in
section 39A or subsidiary of a bank or of a finahtiolding company
that is not subject to consolidated supervisiotherparent company of
those companies, which are incorporated in the Rapwshall request
the Central Bank to have that verification carroad. Upon receipt of
such request, the Central Bank shall act uponfiolasvs by -

(a) Carrying out the verification itself;

(b) Allowing the authorities who made the requestarry it out;
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(c) Allowing an auditor or expert to carry it out;

The competent authority which made the request, nfait so
wishes, participate in the verification when it dasot carry out the
verification itself.

(3) Subject to the provisions of subsection (i)the case a branch of a
bank that carries out banking business in the Rapuwhose head
office is located in a third country, the competauathority of that third
country who is responsible for the supervision la# said bank may
carry out inspections of the said branch, providtedias previously
discussed with the Central Bank and the CentralkBaas given its
consent.

(4) Any exchange of information will only take peawhen the Central
Bank is satisfied that the information providedsigject to the same
confidentiality rules in the hands of the receivirgpmpetent

supervisory authority as apply to the Central Bank.

(5) Where the information received by the CenBahk originates in
another member state of the European Union, it n@ybe disclosed
without the express agreement of the competenbatids which have
disclosed it and, where appropriate, solely for pleposes for which
those authorities gave their agreement.

(6) In addition to the obligations imposed by @tpeovisions of this
Law, the Central Bank, when acting as the superyisauthority

responsible for the exercise of supervision on salidated basis of
EU parent credit institutions and banks controlleg EU parent
financial holding companies shall carry out theédeing tasks:

(a) coordination of the gathering and dissemimatibrelevant or
essential information in going concern and emergeaitaations; and

(b) planning and coordination of supervisory dtig in going
concern as well as in emergency situations, inolydh relation to the
activities in section 26, in cooperation with thempetent authorities
involved.

(7) (& (i) The Central Bank may, following thabsnission of an
application, permit banks to calculate their riskighted exposure
amounts using the Internal Ratings Based Approd&B(Approach™)
or/and use internal loss given default and conearfactors or/and use
advanced measurement techniques using their owrhoot for
measuring operational risk and relevant modelstHer calculation of
their own capital requirements and/or the use ef ltiternal Model
Method (IMM) as detailed in a directive of the GahBank.

(i) Banks may determine the exposure amount ferdirivative
contracts, repurchase transactions, borrowing adimns or securities
or commodities lending, margin lending transactioasd long
settlement transactions, as defined in a directiwvbe Central Bank.

139



Report on fourth assessment visit of Cyprus - Annexes - 27 September 2011

(i) For applications submitted by an EU parentedit
institution and its subsidiaries or by an EU parnerestment firm and
its subsidiaries or collectively by the subsidi@gmpanies of an EU
parent financial holding company, the Central Bah&ll cooperate and
shall consult closely with the competent authasitie order to decide
whether to grant its approval or not and to deteerthe terms and
conditions that must be fulfilled for the grantiofithe approval.

(b) The Central Bank and all competent authoritslved shall
make every possible effort so that to come to amsomdecision with
regards to the application within six months. Tbisnmon decision
shall be presented in a document that containsfule justified
decision, which is communicated to the applicanthgyCentral Bank.

(c) The time limit of paragraph (b) commences fritra date of
receipt of the fully completed application by then@ral Bank. The
Central Bank communicates immediately the fully pteted
application to the other competent authorities ived.

(d) If a common decision is not taken by the cotapeauthorities
within six months, the Central Bank shall take diei itself with
regard to the application. The said decision iscldsed in the
document that contains the fully justified decisiand takes into
consideration the views and reservations that tmen expressed by
the other competent authorities within the six-rhoqteriod. The
decision is communicated to the applicant and édther competent
authorities by the Central Bank.

(e) The decisions referred to in paragraphs (b) @h)dare
recognised as enforceable and are applied in thebme states
concerned.

(8) Where an emergency situation arises within ki@ group,

which potentially jeopardises the stability of fireancial system in
any of the Member States where entities of a grbape been
authorised, the Central Bank, in case it is resiptador the

exercise of supervision on a consolidated bas#| alert as soon
as is practicable, subject to the provisions ofksabions (1) to (5).
This obligation shall apply to all cases for whiamder the

provisions of subsections (6) and (7) of sectiomaB@d subsection
(7) of section 39, the Central Bank is identifiezithe competent
authority for the supervision on a consolidatedgagth respect to
a specific group. Where possible, the Central Basés existing
defined channels of communication.

(9) The Central Bank, in case it is responsibletl@ supervision
on a consolidated basis shall, when it needs irdtdon which has
already been given to another competent authociytact this
authority whenever possible in order to preventlidapon of
reporting to the various authorities involved ipstvision.
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(10) In order to supervise the activities of baogsrating, in particular
through a branch, in one or more Member Statesr dtian that in

which their head offices are situated, the compegeithorities of the
Member States concerned, including the Central Bduwall collaborate
closely. They shall supply one another with albmfiation concerning
the management and ownership of such banks thi&elg to facilitate

their supervision and the examination of the cood# for their

authorisation, and all information likely to fatdte the monitoring of
such institutions, in particular with regard todidity, solvency, deposit
guarantees, the limiting of large exposures, adstisive and
accounting procedures and internal control mechamis

(11) Where a bank authorised in another Membete Qtarries on its
activities also in the Republic through a branche tcompetent
authority of the home Member State, after havinmgt finformed the
Central Bank, as the competent authority of thet iasmber State,
may carry out itself or through a person they apipfor that purpose,
on-the-spot verification of the information refadréo in subsection
(20).

(12) The competent authority of the home MembateSimay also, for
the purposes of the verification of branches, hageurse to one of the
other procedures laid down in subsection (2) ofise@7.

(13) Subsections (11) and (12) shall not affeetright of the Central
Bank, as the competent authority of the host Men@tate, to carry
out, in the discharge of its responsibilities unthes Law, on-the-spot
supervision of the branches established withinRlepublic of banks
which are authorised in another Member State.

(14) Where a bank authorised by the Central Baakies on its
activities also in another Member State throughranth, the Central
Bank, after having first informed the competenthauty of the host
Member State, carry out itself or through a pernsappoints for that
purpose on-the-spot verification of the informatioeferred to in
subsection (10).

(15) The Central Bank, as the competent authasitythe home
Member State, may also, for purposes of the sugierviof branches,
have recourse to one of the other procedures ichdn section 27(2).

(16) Subsections (14) and (15) shall not affea tight of the
competent authority of the host Member State taycaut, in the
discharge of its responsibilities, on-the-spot sugen of the branches
established in that member state of banks whichaatieorised by the
Central Bank, which are assigned by the legislatiotihe host member
state equivalent to this Law.

Exchange of information. 27A.-(1) The provisionssnibsection (1) of section 28A and section

28B shall not preclude the exchange of informakietween the Central
Bank and the following for the discharge of its exysory function:
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(a) the bodies involved in the liquidation and kaptcy of banks
and in other similar procedures; and

(b) the approved auditor responsible for carrymd, under the
Companies Law and this Law, statutory audits ofabeounts of banks
and, under the Companies Law, the audit of accaafnther financial
institutions.

(2) Subsection (1) of section 28A and section 28BIl not preclude
the disclosure to bodies in the Republic or in pthleember States
which administer deposit-guarantee schemes, ofrirdtion necessary
to the exercise of their function.

(3) With regard to subsection (1) of section 2@ anbsections (1) and
(2) of this section, the information received shad subject to the
conditions of professional secrecy specified insgahbion (1) of section
28A.

Exchange of information27B.-(1) Notwithstanding subsection (1) of sectBdhand irrespective
with the authorities of the provisions of subsections (4) and (5) ofisec27 and sections
responsible for overseein®28A and 28B, the Central Bank may exchange infaonawithin the
the bodies involved in theRepublic with:

liquidation and bankruptcy

of credit institutions or for

overseeing persons charged

with carrying out statutory

audits.

(a) the authorities responsible for overseeingoibies involved in
the liquidation and bankruptcy of credit institutsoand in other similar
procedures; and

(b) the authorities responsible for overseeingqes charged with
carrying out statutory audits of the accounts stinance undertakings,
banks, investment firms and other financial insitits.

(2) In the cases of subsection (1), as a minimtime, following
conditions must be fulfilled:

(a) the information shall be for the purpose off@ening the
supervisory task referred to in subsection (1);

(b) information received in this context shall bebject to the
conditions of professional secrecy; and

(c) where the information originates in anotherniber State, it
may not be disclosed without the express agreewfetite competent
authorities which have disclosed it and, where ampate, solely for
the purposes for which those authorities gave tmgieement.

(3) The Central Bank shall communicate to the Cassion and to the
other Member States the names of the authoritieshmmay receive
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information pursuant to subsections (1) and (2).

(4) Notwithstanding subsection (1) of section B&d arespective of the
provisions of subsections (4) and (5) of sectionad sections 28A
and 28B, the Central Bank may, with the aim of mjthening the
stability, including integrity, of the financial stem, exchange
information with the authorities or bodies in theember States
responsible under law for the detection and ingasibn of breaches of
company law.

(5) In case of subsection (4), at least the falhmaconditions shall be
fulfilled:

(a) the information shall be for the purpose off@ening the
supervisory task referred to in subsection (4);

(b) information received in this context shall bebject to the
conditions of professional secrecy; and

(c) where the information originates in anothernilber State, it
may not be disclosed without the express agreewmfetite competent
authorities which have disclosed it and, solely floe purposes for
which those authorities gave their agreement.

(6) Where the authorities or bodies referred tsuhsection (4) perform
their task of detection or investigation with thie,an view of their

specific competence, of persons appointed for fhepose and not
employed in the public sector, the possibility okcleanging

information provided for in subsection (4) may bdeaded to such
persons under the conditions specified in subse¢ip

(7) In order to implement subsection (6), the arities or bodies
referred to in subsection (4) shall communicateéhi Central Bank,
which requires the information, the names and pesdierms of
reference of the persons to whom it is to be sent.

(8) The Central Bank shall communicate to the Cassaion and to the
other Member States the names of the authoritidgdies which may
receive information pursuant to subsection (4)7o (

Communication of 27C.-(1) Irrespective of the provisions of subsei(1), (4) and (5) of

information. section 27 and sections 27A, 27B, 27D, 28A, 28K 28d 28D of this
Law, the Central Bank may transmit, within the femork of
performing its responsibilities, information to tfedlowing bodies:

(a) central banks and other bodies with a sinfilaction in their
capacity as monetary authorities; and

(b) where appropriate, to other public authoritiesponsible for
overseeing payment systems.

(2) Irrespective of the provisions on professiosedrecy, provided for
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Announcing of information.

in subsections (1), (4) and (5) of section 27 aectisns 27A, 27B,
27D, 28A, 28B, 28C and 28D of this Law, such autfes or bodies
are not precluded from communicating to the CenBahk such
information as it may need.

27D. The provisions witgard to professional secrecy referred to in

subsections (1), (4) and (5) of section 27 andiGest27A, 27B, 27C,
28A, 28B, 28C and 28D shall not prevent the CenBahk from
communicating the information referred to in sulieec(4) of section
26(4) and subsections (1), (4) and (5) of sectiont@ a clearing house
or other similar body recognised under Cyprus lantiie provision of
clearing or settlement services in a market of Republic, if it
considers that it is necessary to communicate rtffegmation in order
to ensure the proper functioning of those bodieselation to defaults
or potential defaults by market participants. Thioiimation received
in this context shall be subject to the conditiohprofessional secrecy
as specified in subsection (1) of section 28A:

For the purposes of this section, where the inédion received by the
Central Bank originate from the competent authority another
Member State, such information shall be subjedh® conditions of
subsection (5) of section 27.

Communication  between28.(1) The Central Bank may from time to time, ag® trilateral
the Central Bank andmeetings with each bank and its approved audimmigcuss matters

Auditors.

relevant to the Central Bank's supervisory resplitgés which arise
in the course of the audit of that bank conducteédcordance with
section 24, including relevant aspects of the Raridsiness, its
accounting and control systems, and its annuahbalaheet and profit
and loss accounts.

(2) The Central Bank may, if it considers it dable or necessary in the
interests of depositors, arrange bilateral meetingh the approved
auditors of banks.

(3) No duty of confidentiality to which an auditof a bank may be
subject shall be regarded as contravened by reasonhis

communicating in good faith to the Central Bank,etiter or not in
response to a request made by it, any informatiompmion which is
relevant to the Central Bank's functions and resibdrties under this
Law.

(3A) (a) The approved auditor of the bank is addigo report promptly
to the Central Bank any fact or decision concernirggbank, of which
he has become aware while carrying out its auditkvimay:

(i) constitute a material breach of the laws, fatjons or
administrative provisions which lay down the coiwfis
governing authorisation or which specifically gavehe pursuit
of the activities of banks;

(i) affect the continuous functioning of the bak;
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Professional secrecy.

(i) lead to refusal to certify the accounts orthe expression of
reservations.

(b) The obligation in paragraph (a) applies todpproved auditor
of the bank with regard to the facts or decisiohslich he becomes
aware in the course of carrying out the audit oLiadertaking having
close links resulting from the control relationshijh the bank.

28A. (1) (a) All persons whay out or have carried out a task on
behalf of the bank and the auditors or experts cissioned by the
Central Bank, are subject to professional secrecy.

(b) None of the confidential information that argmn in
subsection (1) becomes aware of, while carrying tositprofessional
duties, shall not be disclosed to any person oraalyority, except in a
concise or collective form, so that the identitytbé bank does not
emerge, unless the case falls under the crimimal la

(c) Whenever a bank is declared bankrupt or itsymdsory
liquidation was ordered by the Court, any config@ninformation
which is not related to the third parties who wienelved in its rescue
efforts, is permitted to be disclosed in the cont#xprocedures of the
civil or commercial law.

(2) Irrespective of the provisions of subsectidy), (the competent
authorities of various Member States are not pdsdu from
exchanging information in accordance with this Lawd other laws or
directives or regulations implemented by banks.is Thformation is
subject to the conditions of professional secrecgvigded for in
subsection (1).

Use of confidential 28B. When the Central Bank receives confidentifdrimation, under

information.

the provisions of section 28A, it may use this mation in the course
of its duties and only for the following purposes:

(a) to verify that the conditions governing ttekihg-up of the
business of banks are met and to facilitate manigoion a solo and on
a consolidated basis, of the conduct of such basjnespecially with
regard to the monitoring of liquidity, solvencyrda exposures, and
administrative and accounting procedures and iaternontrol
mechanisms;

(b) to impose penalties;

(c) in an administrative appeal against a decigibithe Central
Bank; or

(d) in appeals initiated by banks pursuant to iSecl46 of the
Constitution against decisions made by the Celaalk or to special
provisions provided for in this Law and in othewtaadopted in the
banking sector.
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Disclosure
information.

certain 28C.(1) Notwithstanding the provisions of subsett{d) of section

28A and section 29, the disclosure of certain mftion to other

public authorities of the Republic responsible floe enforcement of
legislation on the supervision of credit institmsy financial

institutions, investment firms and insurance congmnand to

inspectors acting on behalf of those authoriti&ich disclosures are
made only where necessary for reasons of prudexutidiol.

(2) The information received under subsection (fLsection 27 and

sections 27A and 28A and information obtained byamseof the on-

the-spot inspections referred to in subsection¥ 1{16) of section 27,

may never be disclosed in the cases referredsabeection (1), except
with the express consent of the competent authatiigh disclosed the
information or of the competent authority of thervteger State in which

on-the-spot inspection was carried out.

PART Xl

Banking Secrecy

Duty to maintain bank 29.(1) No director, chief executive, manager, c&fiff employee or

secrecy.

agent of a bank and no person who has by any mesaress to the
records of a bank, while his employment in or psefenal relationship
with the bank, as the case may be, continues er #fe termination
thereof, give, divulge, reveal or use for his ovemé&fit any information
whatsoever regarding the account of any individusgtomer of the
bank.

(2) Subsection (1) shall not apply in any casere/he

(a) the customer or his personal representatixess @r give
his or their written permission to do so; or

(b) the customer is declared bankrupt or if thet@mer is a
company, the company is being wound up; or

(c) civil proceedings are instituted between tia@kband the
customer or his guarantor relating to the cust@vatount; or

(d) the information is given to the police undee fprovisions
of any law or to a public officer who is duly auttlsed under that law
to obtain that information or to a court in the estigation or
prosecution of a criminal offence under any sue¥ lar

(e) the bank has been served with a garnishee attiehing
moneys in the account of the customer; or

() the information is required by a colleague the
employment of the same bank or its holding compariye subsidiary
of the bank or its holding company or an approvaditar or legal
representative of the bank in the course of thdiiled; or
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Powers to take measures.

(9) the information is required to assess theitsedthiness of
a customer in connection with or relating to a bfida commercial
transaction or a prospective commercial transacgonlong as the
information required is of a general nature andarway related to the
details of a customer's account; or

(gi) the information is supplied for the purpoden@intaining
and operating the Central Information Register spt under the
provisions of sub-sections (3) and (4) of sectibnat

(h) the provision of the information is necesshoy reasons
of public interest or for the protection of thedrdsts of the bank.

It is provided that the provisions of this sectsirall also apply to any
branch of a bank from a member state establishékeirRepublic, or
to any bank which provides cross border serviceeuthe provisions
of section 10A

PART XII

Powers of the Central Bank

30.(1) The Central Baak take all or any of the following
measures where a bank fails to comply with anyhef girovisions of
this Law, or of any Regulation issued under thisvLar with the
conditions of its licence, or in the opinion of tkentral Bank the
liquidity and character of its assets have beerairegd or there is a
risk that the ability of the bank to meet promptsyobligations may be
impaired, or where this is considered necessaryhisafeguarding of
the interests of depositors or creditors —

(a) require the bank forthwith to take such actsnthe Central
Bank may consider necessary to rectify the mattetoarestrict the
operations of a bank by imposing conditions odigsnce as it thinks
desirable;

(b) Without prejudice to the generality of parggraa) above,
impose conditions under this section and in paeicu

(i) require the bank to take certain steps ordfvain from
adopting or pursuing a particular course of actionto restrict the
scope of its business in a particular way;

(i) impose limitations on the bank on the accapta of
deposits, the granting of credit or the makingnekeistments;

(iiif) prohibit the bank from soliciting depositsither generally
or from specified persons or class of persons;

(iv) prohibit the bank from entering into any atliensaction
or class of transactions;

(v) require the removal of any director, chief ext@ve or
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manager of a bank;

(vi)  oblige the bank to hold own funds in excess of the
minimum level laid down pursuant to the provisiafisection 21;

(vii) require the reinforcement of the arrangements,
processes, mechanisms and strategies of the baplenmanted to
comply with subsections (2) and (3) of section @8 section 19A,

(viii) to require the bank to apply a specific provisignin
policy or treatment of assets in terms of capiguirements;

(ix)  restrict or limit the business, operations or netwof
banks; and

x) require the reduction of the risk inherent in the
activities, products and systems of banks.

The adoption of the measures specified in pardgrdp) and (b) of
subsection (1), are subject to the provisionsubfsctions (1), (2) and
(5) of section 27 and sections 27A, 27B, 27C, 2328, 28C and 28D
of this Law;

It is provided that any condition imposed underageaphs (a) or (b)
above may be varied or withdrawn by the CentralkBan

The Central Bank imposes a specific own fundsireqent in excess
of the minimum level laid down in section 21 atdean the banks
which do not meet the requirements laid down inssations (2) and
(3) of section 19 and section 19A and the requirgméor prudent

administrative and accounting procedures and adedguoizrnal control

mechanisms for the detection and accounting rewcgrdi all of the

large exposures and their subsequent changesfimsdi® directive of

the Central Bank and their supervision of theseosypes taking into
consideration the policy the bank follows in redatito exposures or in
respect of which a negative determination has Imea&de on the issue
described in section 26(8), if the sole applicatidrother measures is
unlikely to improve the arrangements, processes;hamsms and
strategies sufficiently within an appropriate tinaahe.

(c) consult with other banks with a view to detarimg the action
to be taken;

(d) assume control of, and carry on in the bamidme, the
business of the bank, for so long as the CentralkBaay consider
necessary. In such cases the bank shall be obtiggarovide the
Central Bank such facilities as the Central Banky mequire for
carrying on the business of the bank;

(e) subject to the provisions of section 4A, revoke libence of
the bank.
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(2) The Central Bank shall, before taking any measinder paragraph
(a) or (b) of subsection (1), furnish a report be tbank inviting its

comments thereon within a specified period whicousth not be less
than three days from the date of the delivery efréport.

Consequences 0f31.(1) Where the licence of a bank is revoked,Gkatral Bank shall
revocation of a licence. notify the bank in writing of such revocation ame tbank shall as from
the date specified in the notice cease to carfyamking business.

(2) The revocation of a licence under subsectigrskall not prejudice
the enforcement by any person of any right or clagrainst the bank or
by the bank of any right or claim against any perso

Liability of Central Bank. 32. (1) The Central Baakd any person who is a Director or an officer
of the Central Bank, shall be liable in any actiurit or other legal
proceedings for damages for anything done or oditiehe discharge
of the functions and responsibilities of the Cdridank under this Law
or under the Regulations issued under this Laweamit is shown that
the act or omission was not in good faith or was tlsult of gross
negligence.

(2) The protection provided under sub-sectiongdfends likewise to
the Management Committee and to the members oMiagagement
Committee of the Central Information Register, apgsal pursuant to
sub-section (4) of section 41, with regard to tkereise of their duties.

PART XIlII

Reorganisation measures, winding-up and dissolution

For the purposes of this Part, the term ‘bank’ atetudes electronic
money institution:

Reorganisation measures. 33. (1) Subject to thagwas of sections 16, 33G, 33H, 33I, 33J, and
33K and of subsection (8) the reorganisation measapplied to any
bank also apply to any of its branches in a meratae other than the
Republic and shall be fully effective in that membtate, without any
further formalities, even where the laws of theeotember State do not
provide for such measures or make their implementasubject to
conditions which are not fulfilled.

It is provided that in the case of a branch ohakowhose head office is
in a member state other than the Republic, thegamisation measures
taken by the competent authorities of that statorine automatically
effective in the Republic.

(2) Where winding up measures are taken in a bank
(a) the Central Bank may propose a compromise satteement,
whereas the Court may, following an applicationtfyy Central Bank,

order that a meeting of the bank’s creditors isveord, as provided in
subsection (1) of section 198 of the Companies Law
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(b) the Court ratifies the said compromise or lseknt, as
provided for in paragraph (a), only after hearing tiews of the Central
Bank, as provided for in subsection (2) of secfi®8 of the Companies
Law

(3) The taking of reorganisation measures does prevent the
dissolution of the bank and the commencement ofdwgiup
proceedings.

(4) The Central Bank shall without delay informe ttcompetent
authorities of the member states of its decision amopt any
reorganisation measure, including the practicatotff which such a
measure may have.

(5) Without prejudice of the provisions of subsewt{6), the decision to
take reorganisation measures is published witHieeln days in the
official Gazette of the Republic and within readaedime in the Official
Journal of the European Communities and in at |¢éast national
newspapers in each of the host Member States.elrptiblication the
following must be explicitly stated -

(a) the purpose of the decision to take reorgtoisaneasures
and that these measures, save where in this Lesaotherwise stated,
are governed by the Laws of the Republic,

(b) the time limits for lodging appeals, speciligaa clearly
understandable indication of the date of expirtheftime limits, and

(c) the full address of the authorities competefitear an appeal.

(6) The reorganisation measures shall apply igethpe of the
measures prescribed in subsection (5) and shalulhe effective as
against creditors.

(7) Where a reorganisation measure provides flasrtelating to the
voidness, voidability or unenforceability of legaits detrimental to the
creditors as a whole performed before adoptionhef measure, the
provisions of the Companies Law do not apply, unkedeneficiary of
these acts provides proof that the act detrimeotahe creditors as a
whole is subject to the law of a Member State otthem of the

Republic, and that law does not allow any mearchaflenging that act
in the case in point.

(8) The Central Bank may, whenever it deems apjatep to request
through a duly reasoned application made to thetCine application of
one or more reorganisation measures in a bankiisncase the Court
may ratify the reorganisation measures, irrespeaivthe fact that the
meeting of the bank’s creditors or shareholdergrasided in section
198 of the Companies Law has not been summoned:

It is provided that the bank concerned is requitedprovide the
necessary information, as provided for in secti®f &f the Companies
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Winding-up.

Law, to all its creditors and to all its sharehotde

(9) The provisions of subsections (1) to (8) ds® applied, mutatis
mutandis, where reorganisation measures are takenbranch of a
bank, whose head office is in a member state ttizgrthe Republic.

(10) Subparagraph (e) of section 33A is also apple where
reorganisation measures are taken.

(11) The Central Bank takes measures for the qatin in the Gazette
of the Republic of the reorganisation measuresntétkea member state
other than the Republic.

33A. Save for the provisions of sectid@8G, 33H, 33I, 33J, 33K and
33M, the publication of a decision to open windimgproceedings in a
bank, the winding-up procedure and its results goeerned by the

relevant provisions of the Companies Law, they applicable by

analogy and determine in particular:

(a) those assets of the bank which continue tonigeio the bank,
as well as the treatment of assets the bank adgaiter the opening of
winding-up proceedings;

(b) the respective powers of the bank and thedaiar;
(c) the conditions under which set-offs may bekad,;

(d) the effects of winding-up proceedings on cacts to which
the bank is party;

(e) the effects of winding-up proceedings on peoaggs brought
by individual creditors, with the exception of lavts pending in a
Court concerning an asset or rights of which theklieas been divested,
which shall be governed by the law of the MembeiteSin which the
lawsuit is pending.

(f) the claims which are lodged against the bdtde #he opening
of winding-up proceedings and the treatment of sdelims in the
bank’s balance sheet;

(g) the rules governing the lodging, verificatemd admission of
claims;

(h) the rules governing the distribution of theoqweds of the
realisation of assets, the ranking of claims ared riphts of creditors
who have obtained partial satisfaction after thenimg of winding-up
proceedings by virtue of a right in relation tatturough a set-off;

(i) the conditions for, and the effects of, thestire of winding-up
proceedings;

(j) creditors' rights after the closure of winding proceedings;
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Dissolution and
appointment of liquidator.

(k) who is to bear the costs and expenses incimrdae winding-
up proceedings;

() the rules relating to the voidness, voidapilitor
unenforceability of agreements detrimental to fadl treditors, unless a
beneficiary of these agreements provides proof that agreement
detrimental to the creditors as a whole

(1) is subject to the law of a Member State otlemtof
the Republic, and

(ii) that law does not allow any means of challegghat
agreement in the case in point.

It is provided that any branch of a bank, agawbkich winding-up
proceedings were opened, in a member state othertiie Republic, is
subject, to the extent that the said winding-umtes to it, to the
provisions of this Law, as if the said branch whgsically located and
was operating in the Republic.

33B. Irrespective of the provisions of the Compariaw with respect
to the dissolution of a company, the revocatioradbanking licence
pursuant to paragraph (e) of subsection (1) of@®80 or section 4A or
the surrender of a banking licence pursuant toesiiios (6) of section 4
is a reason for its liquidation by the Court, aftarapplication submitted
by the Central Bank, and the appointment of a teemgoreceiver or
liquidator of the bank, other than the Official Reer, is made only
after the Court hears the opinion of the CentrailkBa

It is provided that, in the case of voluntary wirgdup, the management
bodies of the bank, request the Central Bank frojtinion, before
taking such decision, whereas in the case of dafion, either by the
Court, or under the supervision of the Court, theur€ informs
immediately the Central Bank for the taking of sadtecision:

It is further provided that any decision for tiguldation of the bank is
applicable and immediately enforceable in all memndtates in which
the bank has branches, without any further foriealit

It is further provided that, irrespective of theoyisions of any other
Law, and subject to the provisions of sections,33&, 33l, 33J and
33K, in the case of a branch of a bank whose h#a@ @5 in a member
state other than the Republic, any decision for litng@dation of the
bank, taken by the competent authority of the honeenber state, is
recognised and is effective without any restrictiomthe Republic from
the moment it is recognised and it is effectivéhimhome member state,
and the liquidation and all the issues referredntsection 33A are
governed by the laws prevailing in the home menskate, whereas the
provisions of the Companies Law are applicableneoextent that they
are not in conflict with the laws of the said homember state.
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Information

competent authorities

for the

other member states.

Voluntary winding up.

Opening  of
proceedings.

Publication.

winding-up

33C. The Central Bank shall inform the competeriharities of the

of other member states of its decision to adopt amdiwg-up measure,

including the practical effects which such a measoay have.

33D. The voluntary winding up of a bank shall natghude the adoption
of a reorganisation measure or the opening of windip proceedings.

33E. (1) Where the opening of winding-up proceesliisgdecided on in
respect of a bank in the absence, or following fthidure, of
reorganisation measures, the authorisation of thek bshall be
withdrawn by the Central Bank and the latter inferimmediately the
competent authorities of the other member stateghinh the bank has
branches.

It is provided that, where the Central Bank desitle withdraw the
banking licence of a bank which is registered m Republic or in any
other member state, it shall inform the compegestorities of member
states of its decision, before the opening of wigdip proceedings,
providing information on the potential effects bistprocedure.

(2) The withdrawal of authorisation provided farsubsection (1) shall
not prevent the person or persons entrusted wighnihding up from
carrying on some of the bank's activities insofathat is necessary or
appropriate for the purposes of winding up and these activities are
carried on with the consent and under the supervisi the Central
Bank

33F. The liguidator shall announcehimitreasonable time the decision
to open winding-up proceedings through the pubboadf the winding-
up decision in the Official Journal of the Europ€zsmmunities and in
at least two national newspapers in each of theMember States.

Effects on certain contracts33G Subject to the provisions of sections 33 and, 3Be results of

and rights.

reorganisation measures or the opening of windmgroceedings on -
(a) contracts of employment and employment retatend

(b) the rights over an immovable property, a shi@n aircraft
subject to registration in a public register,

are governed by the law of the member state gawgritie contract of
employment or under the authority of which the st is kept,

depending on the case, whereas the effects ofgaeisation measures
on contracts conferring the right to make use oaayjuire immovable
property shall be governed solely by the law of Member State within

the territory of which the immovable property itiated.

It is provided that the enforcement of proprietagits in instruments or
other rights in such instruments the existence ransfer of which
presupposes their recording in a register, an atcou a centralised
deposit system held or located in a member statlelshgoverned by the
law of the member state where the register, accoumtcentralised
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Third parties' rights.

Reservation of title.

10 (1) of 1994
8 (1) of 1995

9 (1) of 1995
101 () of 1999

deposit system in which those rights are recorsiéelid or located.

(2) Subject to the provisions of subsection (19, riktting and conversion
of debt agreements, repurchase agreements as sveltaasactions

executed through the Cyprus Stock Exchange shajbberned solely by

the laws applicable to the contract governing treggeements or these
transactions.

33H. Subject to the provisions of subsection (7s@ftion 33 and of
paragraph (I) of section 33A, the adoption of raorgation measures or
the opening of winding-up proceedings shall natctfthe rights in re of
creditors or any other parties in respect of mavablimmovable assets -
belonging to the bank which are situated withintdratory of a Member
State other than the Republic, at the time of tbepton of such
measures or the opening of such proceedings.

(2) The rights referred to in subsection (1) simflarticular include:

(a) the right to dispose of assets or have thepodedd of and to
obtain satisfaction from the proceeds of or incdroen those assets, in
particular by virtue of a lien or a mortgage;

(b) the exclusive right to have a claim met, intigatar a right
guaranteed by a lien in respect of the claim oaggignment of the claim
by way of a guarantee;

(c) the right to demand the assets from, or to iregestitution
by, anyone having possession or use of them cgritrdhe wishes of the
party so entitled:;

(d) the right in re to the beneficial use of asset

It is provided that the right, recorded in a palbggister and enforceable
against any party, under which a right in re witline meaning of
subsection (1) may be obtained, shall be considergght in re.

331 — (1) Subject to the provisions of subsectignaf section 33 and of
paragraph (I) of section 33A, as well as the piowis of the Sale of
Goods Laws of 1994 to 1999 -

(&) The adoption of reorganisation measures oroffening of
winding-up proceedings concerning a bank purchaaimgsset shall not
affect the seller's rights based on a reservafititieowhere at the time of
the adoption of such measures or opening of suatepdings the asset is
situated within the territory of a member statecothian the Republic.

(b) the adoption of reorganisation measures orajmening of
winding-up proceedings concerning a bank sellingsset, after delivery
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Set-off.

of the asset, shall not constitute grounds forimegog or terminating the
sale and shall not prevent the purchaser from enguitle where at the
time of the adoption of such measures or the ogesfisuch proceedings
the asset sold is situated within the territora dflember State other than
the Republic.

33J. Subject to the provisions of the Companies had of subsection
(7) of section 33, and of paragraph (I) of sect®@A, the adoption of
reorganisation measures or the opening of windmgroaceedings shall
not affect the right of a creditor to demand theafiof its claims against
the claims of the bank, where such a set-off isnjited by the contract
signed between the creditor and the bank.

Protection of third parties33K. Where, by an act concluded after the adoptioa reorganisation
under special circumstancesmeasure or the opening of winding-up proceedingsrk disposes, of:

Proof of liquidators'
appointment.

Powers of the liquidator.

(a) an immovable asset,

(b) a ship or an aircraft subject to registratioraipublic register,
or

(c) instruments or titles or rights in such titik® existence or
transfer of which presupposes their being recomdedregister, or in an
account or a centralised deposit system held atdocn the Republic or
in any other Member State,

the validity of that act shall be governed by the bf the Member State
within the territory of which the immovable assesituated or under the
authority of which that register, account or depggstem is kept.

33L. The appointment of a liquidator of a bank segjied in a member
state other than the Republic, which has a bram¢he Republic, shall
be evidenced by a certified copy of the originadisien appointing him

by the responsible authority of the home MembeneStr by a

certification of the appointment issued by the oesible authority in the
home member state and no other formality shaleqeired.

33M. (1) In exercising his powers in a member stateer than the
Republic, a liquidator shall comply with the law tbiat other Member
States, in particular with regard to proceduregterrealisation of assets
and the provision of information to employees.

It is provided that those powers may not include uke of force or the
right to rule on legal proceedings or disputes.

(2) In exercising his powers pursuant to subsectign the liquidator
may appoint persons to represent him or to actohehalf and for his
account, either in the Republic or in another marstae.

PART XIV
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Compensation
depositors.

Deposit Protection Scheme

of 34.(1) The Central Bank shall set up a depositeptmin scheme for the

purpose of compensating depositors.

(2) The Central Bank may, with the approval of @@incil of Ministers,
make regulations governing the management and &draiion of the
deposit protection scheme, participation in theeswdy the circumstances
under which and the extent to which compensatioy Ineaprovided and
the level of contributions to the scheme.

(3) Any regulations made by the Central Bank ursddasection (2) shall
be submitted to the House of Representatives faoapl.

It is provided that the first regulations shadl ubmitted to the
House of Representatives within one year from thecenent of this
Law

(4) The Central Bank may provide to the depositqmtion scheme any
information in its possession which in the opinmithe Central Bank
may assist the scheme in the discharge of its imst and

responsibilities.

(5) The Central Bank shall not divulge any infotima under this section
relating to any individual deposit account.

PART XV

Miscellaneous provisions

Application of this Law to 35. (1) Subject to the provisions of subsection {2 Law shall not

Co-operative Societies.

apply to societies established under the Co-oper&ocieties Law.

It is provided that the Co-operative Societies euision and
Development Agency (hereinafter referred to as "Thgency")
provides to the Central Bank all the necessary dath information
concerning co-operative credit institutions op&@tiunder the Co-
operative Societies’ Laws in force from time to e¢infor purposes of
monetary and credit policy, monitoring of the Balarof Payments and
providing information to the European Central Bamkinternational
organisations in which the Republic participates.

It is further provided, that with regard to thegalaubmitted referred to
above, the Central Bank may carry out, jointly whie Agency, on-site
verification at the Co-operative credit institutson

(2) Co-operative societies established principfdlythe purpose
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of carrying on banking business for the benefiheir members who are
themselves co-operative societies, shall be subjetite provisions of
this Law except subsection (1) of section 14 amdtéhm "bank" in this
Law shall be deemed to include such societies.

It is provided that in the case of co-operativalitr@stitutions associated
with the central body (Co-operative Central Ban#l)Las prescribed in
the Co-operative Societies' Laws in force from titoetime, these are
subject to the provisions of this Law, excludingpsection (1) of section
14, to the extent required for purposes of exergistonsolidated
supervision on the Co-operative Central Bank Ltd Hre co-operative
credit institutions associated with it. For thiarpose, the Agency
provides to the Central Bank, all the necessarg @atd information
concerning the associated co-operative credittutistns, while the
Central Bank may, whenever it deems necessaryy oatr jointly with
the Agency, on-site inspections on a sample bagese institutions.

Housing Finance

Corporation. 36. The provisions of this Law shall also applythe Housing Finance

Corporation to the extent that these are not ifflicomith the provisions

43 of 1980 of the Housing Finance Corporation Laws.

18 of 1982
34 of 1991.

37. (Deleted by section 4 of Law 74(l) of 1999).

38. (Repealed by section 35 of Law 80(l) of 2008).

Consolidated Supervision. 39.(2) The Central Bank shall exercise consolidatgaervision which

covers the bank, all subsidiary and associate coiepaf the bank or of
its holding company which carry out banking bussnes predominantly
functions integral to or closely related to bankingsiness in accordance
with section 13(3) of this Law and any holding canyp of any of the
above companies. For this purpose, the relevavigions of this Law
shall apply to any such company or its holding canyp on a
consolidated basis and in addition such provisaaay be specified by
the Central Bank singly.

(2) The Central Bank may determine that any of gdhbsidiaries of a
bank and of its holding company shall be deemebeta bank for the
purpose of any of the provisions of this Law as rbayspecified by the
Central Bank, whereupon the relevant provisionrowigions shall apply
to any such company either singly or on a conswitibasis.

(3) Where the holding company and any of the sudrsés of a bank are
under the supervision of other appropriate autiesrithe Central Bank
shall act in accordance with subsection (2) aftersaltation with such
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authorities.

(4) without prejudice to the provisions of pargdms (1) to (3), the
Central Bank may exercise consolidated supervidiorthe manner it
considers as appropriate where:

(&) a bank exercises, in the opinion of the CenBahk, a
significant influence over one or more banks ofitu$ons carrying on
activities ancillary to banking activities, but thdut holding a
participation or other capital ties in these ingians;

(b) two or more banks, or institutions mainly cargy on
activities ancillary to banking activities are pdc under single
management other than pursuant to a contract arsetaof their
memoranda or articles of association:

Where consolidated supervision is required purst@subsection (7),
ancillary services undertakings and asset managecoenpanies shall
be included in consolidations in the cases andcoo@ance with the
methods laid down in section 39B and in this sutisec

(5) (a) Without prejudice to the provisions of sectll, the Central
Bank shall exercise general supervision over tmses between the
bank, its parent company and any subsidiary compnis parent
company.

(b) The Central Bank shall require banks to havelace adequate
risk management processes and internal control anérhs, including
sound reporting and accounting procedures, in aodiglentify, measure,
monitor and control transactions with these emtitie

It is provided that banks are required to repost significant
transaction with these entities to the Central Baitkhin one month
following the date of the transaction.

(c) Where these intra-group transactions areeatho a bank’s
financial position the Central Bank shall take appiate measures.

(6) Where a bank, the parent company of which ibaak or an

undertaking engaged in activities ancillary to bagkactivities in

accordance with the provisions of paragraph (3eaftion 13, which is
registered in a state outside the European Unichiamot subject to
consolidated supervision in accordance with theipirans of paragraphs
(4) and (5), the Central Bank shall verify whetttex bank is subject to
consolidated supervision by a supervisory autharftihe third country,

which is equivalent to that governed by the prilespof this section:

It is provided that the Central Bank shall, foistpurpose, consult any
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other competent authority of the member statedviedo

It is further provided that the Central Bank shédl, this purpose, take
into account the general guidance of the EuropearkiBg Committee
as to whether the consolidated supervision arraagesmof competent
authorities in third countries are likely to acleethe objectives of
consolidated supervision as defined in this sectiorlation to banks the
parent undertaking of which has its head officesideat the European
Union:

It is further provided that in the absence of saghivalent supervision,
the Central Bank shall apply to the bank the pionis of this section by
analogy.

(7) (a) Where the parent of a bank is a parenk lemtablished in the
Republic or an EU parent credit institution, supgon on a
consolidated basis shall be exercised by the Qememk if it
authorised the said parent in accordance with theigions of section
4 or the corresponding legal provisions of the oMember States.

(b) Where the parent of a bank is a parent fir@nbblding
company in the Republic or an EU parent financ@timg company,
supervision on a consolidated basis shall be esedcby the Central
Bank if it authorised the said bank in accordanih the provisions of
section 4 or the corresponding legal provisionghef other Member
States.

(c) Where banks authorised in two or more MembateS have
as their parent the same parent financial holdiogygany in the
Republic or the same EU parent financial holdingmpany,
supervision on a consolidated basis shall be esedcby the Central
Bank as the competent authority of the bank autbdrin the Republic
in which the financial holding company was register

(d) Where the parents of banks authorised in twoare Member
States comprise more than one financial holdingpzom with head
offices in different Member States and there isaakbin each of these
Member States, supervision on a consolidated Isasi$ be exercised
by the Central Bank, if it is the competent auttyodf the bank with
the largest balance sheet total.

(e) Where more than one bank authorised in ther@amty has
as its parent the same financial holding compary r@one of these
banks has been authorised in the Member State ichvthe financial
holding company was registered, supervision on resaidated basis
shall be exercised by the Central Bank if it authest the bank with the
largest balance sheet total, which shall be cornsitjdor the purposes
of this Law, as the bank controlled by an EU pafer@ncial holding
company.

() In particular cases, the Central Bank may, dgymmon
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agreement, waive the criteria referred to in paplgs (d) and (e) if
their application would be inappropriate, takingpiaccount the banks
and the relative importance of their activitieglifferent countries, and
appoint a different competent authority to exergsgervision on a
consolidated basis. In these cases, before takiag tecision, the
Central Bank shall give the EU parent credit ingitin, or EU parent
financial holding company, or bank with the largealance sheet total,
as appropriate, an opportunity to state its opimiorthat decision. The
Central Bank discloses to the European Commisdienagreements
under this paragraph.

(8) In order to facilitate and establish effectsugpervision, the Central
Bank, in cases which it is responsible for sup@wmi®n a consolidated
basis, and the other competent authorities shalle havritten
coordination and cooperation arrangements in place.

(9) Under these arrangements, additional taskslmeagntrusted to the
Central Bank, in case it is responsible for sumgovi on a consolidated
basis and procedures for the decision making psocasd for
cooperation with other competent authorities mageified.

(10) (a) Where the Central Bank is responsible dathorising the
subsidiary of a parent undertaking which is a bankay, by bilateral
agreement, delegate its responsibility for sup@miso the competent
authorities which authorised and supervise thenpasedertaking so
that they assume responsibility for supervising thesidiary in
accordance with the Directive 2006/48/EC.

(b) The European Commission shall be kept inforrbgdthe
Central Bank of the existence and content of sgceements.

(11) (&) The competent authorities responsible dathorising the
subsidiary of a parent undertaking which is a bahich is authorised
and supervised by the Central Bank, may, by b#htagreement,
delegate their responsibility for supervision te tBentral Bank so that
it assumes responsibility for supervising the slibsy in accordance
with this Law.

(b) The European Commission shall be kept inforrbgdthe
Central Bank of the existence and content of sgceements.

(12) Where the Central Bank is responsible forsihygervision of banks
controlled by an EU parent credit institution, il whenever possible
contact the competent authority responsible for #heercise of
supervision on a consolidated basis of EU parerditinstitutions and
credit institutions controlled by EU parent finaaldiolding companies,
when it needs information regarding the implemeomadf approaches
and methodologies set out in this Law that mayaalyebe available to
that competent authority.

(13) (a) The Central Bank shall, prior to taking decision, consult
with the other competent authorities with regarthi following items,
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Announcement

where this decision is of importance for other cetept authorities'
supervisory tasks:

(i) changes in the shareholder, organisational or nsmegt
structure of the banks in a group, which require th
approval or authorisation of competent authorities

(i) major sanctions or exceptional measures taken gy th
competent authorities pursuant to the provisionsthaf
Directive 2006/48/EC, including the imposition oh a
additional capital charge under Article 136 of thisective
and/or subparagraph (vi) of paragraph (a) of sulmse¢l)
of section 30 of this Law and the imposition of any
limitation on the use of the Advanced Measurement
Approaches for the calculation of the own funds
requirements as specified in a Directive of the t@#n
Bank.

(b) For the purposes of subparagraph (ii) of pagly (a), the
Central Bank, as the competent authority of thet Iesmber State,
consults always with the competent authority respwe for
supervision on a consolidated basis.

However, the Central Bank may decide not to consultases of
urgency or where such consultation may jeopardiseffectiveness of
the decisions. In this case, the Central Bank sWithout delay, inform
the other competent authorities.

(14) The Central Bank may request from the Europg@ammission to
submit proposals to the European Council, for tlegotiation of
agreements with one or more third countries regardhe means of
exercising supervision on a consolidated basis theefollowing:

(a) the banks, the parent undertakings of whickehaeir head
offices in a third country; or

(b) the banks situated in third countries the paoadertakings of
which, whether banks or financial holding compantesve their head
offices in a Member State.

(15) The Central Bank shall establish lists of fheancial holding
companies established in the Republic. Those liskall be
communicated to the competent authorities of therovlember States
and to the European Commission.

the39A.-(1) Where the parent undertaking of one orenanks is a mixed
holding activity holding company, the Central Bank shaljuiee the mixed
information activity holding company and its subsidiaries aitigectly or via the
relevant for the purpose ofsubsidiary banks, to supply any information whicowd be relevant
subsidiary for the purpose of supervising the subsidiary sank

company of

supervising
banks and verification of
information received.
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(2) The Central Bank may carry out, or have cdrioet by external
inspectors, on the spot inspections to verify imfation received from
mixed activity holding companies and their subsids If the mixed
activity holding company or one of its subsidiarissan insurance
undertaking, the Central Bank may use the procethice down in

section 27. If a mixed activity holding company one of its

subsidiaries is situated in a Member State othen that in which the
bank’s subsidiary is situated, on the spot vetiiiicaof the information
shall be carried out in accordance with the prooedaid down in

subsection (2) of section 27.

Full consolidation of all the 39B.(1) The Central Bank, being the competent aitthoesponsible
credit  institutions  and for the supervision on a consolidated basis slallthe purposes of
financial institutions which supervision, require full consolidation of all theedit institutions and
are subsidiaries of a parentinancial institutions which are subsidiaries gfaent undertaking.
undertaking.

(2) The Central Bank may require only proportiorainsolidation

where, in its opinion, the liability of a parentdemtaking holding a
share of the capital is limited to that share @f thpital in view of the
liability of the other shareholders or members weha®lvency is

satisfactory. The liability of the other sharehefland members shall
be clearly established, if necessary by means omdb signed

commitments.

(3) In the case where undertakings are linked Ibglaionship within
the meaning laid down in section 2 of the term éatgted company”,
the Central Bank shall determine how consolidaigao be carried out.

(4) The Central Bank, being the competent authoesponsible for the
supervision on a consolidated basis shall requie proportional
consolidation of participations in credit institwts or financial
institutions managed by an undertaking includedhim consolidation
together with one or more undertakings not includied the

consolidation, where those undertakings' liabiktyimited to the share
of the capital they hold.

(5) In the case of participations or capital téiser than those referred
to in subsections (1) to (4), the Central Bank Istietermine whether
and how consolidation is to be carried out. Irtipalar, it may permit
or require use of the equity method. That methaall stot, however,
constitute inclusion of the undertakings concerinetthe supervision on
a consolidated basis.

Banks unable to meet40. If any bank has any indication that it may faserious

obligations. difficulties or become unable to meet its obligasicor if it is about to
suspend payment or becomes aware of any matevietssichange in its
condition it shall forthwith inform the Central Ban

Power to issue directives. 41.(1) The Central Bank may, for the purpose oflé&menting the
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objectives of this Law as well as its powers unbier Law and under the
Central Bank of Cyprus Law and subject to the pmiowis of this Law,

issue general or specific directives which are comoated in any

manner that it may determine.

(2) In exercising its discretionary power understhaw, the Central
Bank shall act after taking into consideration,vigy of guidance, the
international practice and the directives and rijuts of the European
Union, the protection of depositors and the intsre$ the customers of
the bank in general as well as the orderly funatgrof the banking
system and shall issue adequately reasoned dex@ialirectives.

(3) Specifically and without prejudice to the gealty of sub-sections
(2) and (2), the Central Bank may issue directwesnatters of banking
practice and good banking conduct, including divest with respect to
the requirements and procedures for opening, miaingg operating and
closing current accounts and issuing or withdrawzinggue books.

(4) In the context of its above-mentioned powerd aith a view to
effectively combating the incidence of bounced cesg including
cheques which were issued at any time before er #fie date those
cheques were due for payment, the Central Bankiskak directives to
be published in the Official Gazette of the Republfor the
establishment, maintenance and operation of a &efformation
Register where information concerning the issuédsoanced cheques,
bankrupts or wound up companies, persons convitdedoffences
relating to the issue of bounced cheques, maydmded in accordance
with a procedure clearly defined in the directivegth a view to
imposing upon them such measures depriving thetheofight to hold,
acquire or use cheque books or current accoursshaink as may be
prescribed specifically in the directives. The prssibility for the
maintenance, operation and updating the Centratrrdtion Register is
assigned by the Central Bank to a Management Cdeerappointed for
this purpose;

It is provided that the directives to be issuedlamthis sub-
section shall be issued jointly after consultatioth the Commissioner
of Co-operative Societies and Co-operative DevelmnmAgency to
apply equally and in the same manner to co-operatigdit institutions
so that there shall be uniform regulation and a rmom Central
Information Register.

(5) The directives to be issued by the CentraikBpursuant to sub-
section (4) shall contain provisions governingegulating specifically

(& The composition, duties and responsibilities thfe
Management Committee,

(b) matters concerning the remuneration or compiemsaf the
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members of the Management Committee,

(c) the procedure to be followed by the Managen@arhmittee
for taking decisions, and the basic criteria ongples to be taken into
account in making such decisions,

(d) the right of access and the manner accessbednad to the
records or information held on the Central InfolioraiRegister,

(e) any other matter that may be deemed usefmedient to be
regulated by or defined in the directives, inclggdinfair arrangement for
the recovery by the Central Bank of the expenditucarred by it for the
initial establishment and subsequent operatioh@fGentral Information
Register.

Administrative fine. 42. (1) Where the Central Bankhe course of exercising its powers or
responsibilities to examine and supervise banksyaunt to this Law or
the directives issued under this Law, including fiewers and
responsibilities to collect information, enter a@ndpect under sections
25 and 26, ascertains that a bank -

(@ contravenes or fails to comply with any direetbr circular
lawfully issued to banks by the Central Bank, or

(b) contravenes or fails to comply, within the dfied time
limit or, in the absence of such time limit, witharreasonable time, with
any requirement or notice of the Central Bank Ildwfumade or
addressed to it, or

(c) in purported compliance with any such directive
requirement or notice of the Central Bank or witly @rovision of the
Law or the Regulations issued thereunder, provinlesiakes available
any misleading, inaccurate or incomplete data farmmation, which it
knew or ought to have known that they did not regnétrue reality,

the Governor of the Central Bank, after calling thenk to state its
defence, has the power to impose for each and eayavention an
administrative fine, ranging from one thousandighty thousand euro,
depending on the seriousness of the contraverdimh,in the case of a
continuing contravention the Governor of the CdntBank is
additionally empowered to impose a further admiaiste fine, ranging
from one hundred to eight thousand euro, depenalinthe seriousness
of the contravention, for each day during which twntravention
continues.

(2) Without prejudice to subsection (1), where @entral Bank in the
course of exercising its powers or responsibilittesexamine and
supervise banks pursuant to this Law or the divestissued under this
Law, including its powers and responsibilities wlect information,
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Administrative fine.

Offences and penalties.

enter and inspect under sections 25 and 26, astetteat a bank, due
to fault or negligence or omission or in the knadge of the managing
director or/and of its chief executive officer ardaof a director -

(a) contravenes or fails to comply with any dinegtor circular
lawfully issued to banks by the Central Bank, or

(b) contravenes or fails to comply, within the gfied time limit
or, in the absence of such time limit, within as@aable time, with any
requirement or notice of the Central Bank lawfuihvade or addressed
to it, or

(c) in complying with any such directive, requir@mh or notice of
the Central Bank or with any provision of the Lawtle Regulations
issued thereunder, provides or makes available @amgleading,
inaccurate or incomplete data or information, whtdtnew or ought to
have known that they did not represent true reality

the Governor of the Central Bank, after invitilg tbank’s managing
director or/and its chief executive officer or/at&ldirector to state its
defence, has the power to impose for each and ewryavention an
administrative fine, ranging from one thousand weerity thousand
euro, depending on the seriousness of the contiiaweand in the case
of a continuing contravention, the Governor of tbentral Bank is
additionally empowered to impose a further admiatste fine,

ranging from one hundred to one thousand euro, ritpg on the
seriousness of the contravention, for each dayndumwhich the

contravention continues.

42A. In the case where a baoktravenes any of the obligations of
sections 3, 4 and 5 of Regulation (EC) 2560/2004 ,Governor of the
Central Bank may, after hearing the bank, to impms@dministrative
fine not in excess of three thousand euro and,hm ¢ase of a
continuing contravention the Governor of the CdnBank shall
impose a further administrative fine not in excekene hundred euro,
for each day during which contravention continues.

PART XVI

Offences, Penalties and Prosecutions

43. (1) The infringementaaly provisions of this Law or any
Regulations or directives issued by the CentralkBamder this Law,
except those provisions referred to in subsect@®n i€ an offence
punishable by imprisonment not exceeding two yearty a fine not
exceeding fifty thousand pounds or by both andasecof a continuing
offence by a further fine not exceeding one thodgamunds for each
day during which the offence continues.

(2) The infringement of any of the provisions etsons 8, 9, 10, 11,
12, 13, 15, 21, 23, 24, 25 or 26 of this Law iso#fience punishable by
a fine not exceeding fifty thousand pounds andaisecof a continuing
offence by a further fine of one thousand poundseich day during
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which the offence continues.

(3)Where an offence is committed as a result ah&imgement of the
provisions of this Law, by a bank or by an orgatisa of persons
incorporated or unincorporated, then any direatoanpaging director,
chief executive, manager, partner or other officeemployee of the
bank or of the organisation, who authorises or kngly permits such
infringement shall be guilty of an offence and imse of conviction
shall be liable to the penalties provided in sutises (1) or (2)
depending on the provisions infringed.

Prosecutions by or with the44. No prosecution in respect of any offence unbier Law shall be
consent of the Attorney- instituted except by or with the consent of theoAtey-General of the

General of the Republic.

Republic.

PART XVII

Transitional Provisions

Former licences deemed tal5. (1) All banking licences issued under the BagkiBusiness
be licences under this Law (Temporary Restrictions) Law which were in forcemediately prior

Cap 124.

Compliance with this Law.

to the enactment of this Law shall be deemed tbdwking licences
issued under this Law.

(2) Any conditions attached to a banking licenedemed to in
subsection (1) shall be deemed to be conditionsogmg under this
Law and shall continue to be in force until amendedied or revoked.

46.(1) A bank which ore ttlate of coming into operation of this Law
was engaging in business prohibited by this Lawwais holding
specified assets in excess of limits provided urtter provisions of
sections 11 to 15 or whose paid up initial capitals below the
minimum limit specified under the provisions of e 20, shall
within three months from the coming into operatidrthis Law, inform
the Central Bank of its position; and the CentranB shall, after
consultation with the bank concerned, establishinge ttable for
rectifying the position provided that the maximusripd or periods for
rectifying the position shall not exceed three gefnom the date of
coming into operation of this Law.

(2) As from the date of coming into operation luktLaw a bank shall
not engage in any new business which is prohihmeder this Law or
which would bring holdings of specified assets Xeess of the limits
provided in this Law or which would increase theess of holdings of
those assets above such limits.

Extension of period for47. If for the purposes of compliance by a bankhvthis Law in

compliance with this Law.

accordance with section 46 the sale of certaitsadissets or the calling
in of certain of its credit facilities is requirethe Central Bank may
extend the maximum period for rectifying the pasitiby a further
period not exceeding two years if it is establisteethe satisfaction of
the Central Bank that the sale of assets or caitingf credit facilities
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within the period specified could result in subsirosses or hardship
to the bank or to its customers.

Repeal. 48. The Banking Business (Temporary RestrictionajvLlis hereby

Cap. 124. repealed.
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ANNEX |
(section 10A)
LIST OF INVESTMENT SERVICES AND ACTIVITIES
AND FINANCIAL INSTRUMENTS

Part A
Investment services and activities:

(1) Reception and transmission of orders in refatioone or more financial instruments.
(2) Execution of orders on behalf of clients.

(3) Dealing on own account.

(4) Portfolio management.

(5) Investment advice.

(6) Underwriting of financial instruments and/oaging of financial instruments on a firm commitment
basis.

(7) Placing of financial instruments without a fismmmmitment basis.
(8) Operation of Multilateral Trading Facility.

Part B
Ancillary services —

(1) Safekeeping and administration of financialtmmsients for the account of clients, including
custodianship and related services such as calsitéral management.

(2) Granting credits or loans to an investor towlhim to carry out a transaction in one or monaficial
instruments, where the firm granting the crediloan is involved in the transaction.

(3) Advice to undertakings on capital structurejustrial strategy and related matters and advice an
services relating to mergers and the purchased#rtakings.

(4) Foreign exchange services where these are ctath® the provision of investment services.

(5) Investment research and financial analysis tbheroforms of general recommendation relating to
transactions in financial instruments.

(6) Services related to underwriting.
(7) Investment services and activities as wellrasllary services of the type included under Parsr B
of this Annex related to the underlying of the datives included under points (5), (6), (7) and) (@D

Part C where these are connected to the providimvestment or ancillary services.

Part C
Financial instruments —

168



Report on fourth assessment visit of Cyprus - Annexes - 27 September 2011

(1) Transferable securities.
(2) Money-market instruments.
(3) Units in collective investment undertakings.

(4) Options, futures, swaps, forward rate agreesnemd any other derivative contracts relating to
securities, currencies, interest rates or yieldstloer derivative instruments, financial indicedinancial
measures which may be settled physically or in.cash

(5) Options, futures, swaps, forward rate agreememd any other derivative contracts relating to
commodities that must be settled in cash or magditded in cash at the option of one of the parties
(otherwise than by reason of a default or othemiteation event).

(6) Options, futures, swaps, and any other dexigationtract relating to commodities that can be
physically settled provided that they are tradedaonegulated market or/and a Multilateral Trading
Facility (MTF).

(7) Options, futures, swaps, forwards and any odeeivative contracts relating to commaodities, e

be physically settled not otherwise mentioned irageaph (6) of this Part and not being for comnagrci
purposes, which have the characteristics of otleivative financial instruments, having regard to
whether, inter alia, they are cleared and settfedugh recognised clearing houses or are subject to
regular margin calls.

(8) Derivative instruments for the transfer of dteisk.
(9) Financial contracts for differences.

(10) Options, futures, swaps, forward rate agree¢snend any other derivative contracts relating to
climatic variables, freight rates, emission alloegs or inflation rates or other official economiatistics
that must be settled in cash or may be settledsh at the option of one of the parties (otherthse by
reason of a default or other termination event)vak as any other derivative contract relatingagsets,
rights, obligations, indices and measures not wtiser mentioned in this Part, which have the
characteristics of other derivative financial instents, having regard to whether, inter alia, they
traded on a regulated market or an MTF, are cleaneldsettled through recognised clearing housaseor
subject to regular margin calls.

ANNEX 11
(section 22)
RECOGNITION OF EXTERNAL CREDIT ASSESSMENT INSTITUDNS — ECAIs AND MAPPING
OF THEIR CREDIT ASSESSMENTS
1. METHODOLOGY
1.1 Objectivity

1. The Central Bank shall verify that the methodgléor assigning credit assessments is rigorous,
systematic, continuous and subject to validatisedaon historical experience.

1.2. Independence
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2. The Central Bank shall verify that the methodglis free from external political influences or
constraints, and from economic pressures that nfayence the credit assessment.

3. Independence of the ECAI's methodology shalidsessed by competent authorities according to
factors such as the following:

(@) ownership and organisation structure of the ECA
(b) financial resources of the ECAI,

(c) staffing and expertise of the ECAI; and

(d) corporate governance of the ECAI.

1.3. Ongoing review

4. The Central Bank shall verify that ECAI's creaéisessments are subject to ongoing review and
shall be responsive to changes in the financiatlitioms. Such review shall take place after alhgigant
events and at least annually.

5. Before any recognition, the Central Bank shallify that the assessment methodology for each
market segment is established according to stasdaich as the following:

(@) the back-testing must be established for st lelae year;

(b) the regularity of the review process by the E@Aust be monitored by the competent
authorities; and

(c) the Central Bank must be able to receive froenECAI the extent of its contacts with the
senior management of the entities which it rates.

6. The Central Bank shall take the necessary mesigarbe promptly informed by ECAIs of any
material changes in the methodology they use figaig credit assessments.

1.4. Transparency and disclosure

7. The Central Bank shall take the necessary messto assure that the principles of the
methodology employed by the ECAI for the formulatmf its credit assessments are publicly available
to allow all potential users to decide whether they derived in a reasonable way.

2. INDIVIDUAL CREDIT ASSESSMENTS

2.1. Credibility and market acceptance

8. The Central Bank shall verify that ECAIs' indiual credit assessments are recognised in the
market as credible and reliable by the users df suedit assessments.

9. Credibility shall be assessed by the CentrakBatording to factors such as the following:
(a) market share of the ECAI,
(b) revenues generated by the ECAI, and more iemgéfinancial resources of the ECAI,
(c) whether there is any pricing on the basis efrtdting; and
(d) at least two banks use the ECAI's individuaddr assessment for bond issuing and/or
assessing credit risks.

2.2. Transparency and Disclosure
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10. The Central Bank shall verify that individuabdit assessments are accessible at equivalerg term
to all banks having a legitimate interest in thieskvidual credit assessments.

11. In particular, the Central Bank shall verifatlindividual credit assessments are availableoto n
domestic banks on equivalent terms as to domestiniterparts having a legitimate interest in these
individual credit assessments.

3. MAPPING

12. In order to differentiate between the relattegrees of risk expressed by each credit assessment
the Central Bank shall consider quantitative faatuch as the long-term default rate associatdd adlit
items assigned the same credit assessment. Fantlyeestablished ECAls and for those that have
compiled only a short record of default data, tlemi@al Bank shall ask the ECAI what it believedh&

the long-term default rate associated with all gexssigned the same credit assessment.

13. In order to differentiate between the relattegrees of risk expressed by each credit assessment
the Central Bank shall consider qualitative factush as the pool of issuers that the ECAI couées,
range of credit assessments that the ECAI assigas) credit assessment meaning and the ECAIl's
definition of default.

14. The Central Bank shall compare default ratgsesenced for each credit assessment of a
particular ECAI and compare them with a benchmauilt lon the basis of default rates experienced by
other ECAIs on a population of issuers that thet@émBank believes to present an equivalent level o
credit risk.

15. When the Central Bank believes that the defaibits experienced for the credit assessment of a
particular ECAI are materially and systematicalighter than the benchmark, the Central Bank shall
assign a higher credit quality step in the creddliy assessment scale to the ECAI credit assedgsme

16. When the Central Bank has increased the assdaiak weight for a specific credit assessment of
a particular ECAI, if the ECAI demonstrates that tiefault rates experienced for its credit assessare

no longer materially and systematically higher thha benchmark, the Central Bank may decide to
restore the original credit quality step in the direquality assessment scale for the ECAI credit
assessment.
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ANNEX III
(section 26)

TECHNICAL CRITERIA AND ASSESSMENT
BY THE CENTRAL BANK

1. In addition to credit, market and operationsksj the review and evaluation performed by thett@en
Bank pursuant to section 26(6) shall include thifdng:

(@

(b)

(©)

(d)

(e)
(f)

()]

the results of the stress tests carried ouhbybanks applying an IRB approach for the
calculation of their capital requirements, as dadiin a directive of the Central Bank;

the exposure to and management of concentratsbnby the banks, including their
compliance with the requirements laid down in sectil and in the directives issued
thereunder;

the robustness, suitability and manner of a&pfitbn of the policies and procedures
implemented by banks for the management of theluabrisk associated with the use of
recognised credit risk mitigation techniques asctigel in a directive of the Central
Bank;

the extent to which the own funds held by akban respect of assets which it has
securitised are adequate having regard to the emonsubstance of the transaction,
including the degree of risk transfer achieved;

the exposure to and management of liquidity g banks;

the impact of diversification effects and howch effects are factored into the risk
measurement system; and

the results of stress tests carried out by banikgy @ internal model to calculate market
risk capital requirements as specified in a dikectf the Central Bank.

2. The Central Bank shall monitor whether a bank pyvavided implicit support to a securitisationalf
bank is found to have provided implicit supportrapnre than one occasion, the Central Bank shall take
appropriate measures reflective of the increasqubaation that it will provide future support te it
securitisation thus failing to achieve a significaansfer of risk.

3. For the purposes of the determination to be mnuadier section 26(8), the Central Bank shall carsid
whether the value adjustments and provisions taiepositions/portfolios in the trading book, as$ sat
in a directive of the Central Bank, enable the bnkell or hedge out its positions within a shmetiod
without incurring material losses under normal nedidonditions.
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3.5 MEMORANDUM OF UNDERSTANDING BETWEEN THE SUPERVISOR Y
AUTHORITIES OF THE FINANCIAL SECTOR OF CYPRUS

Preamble

1. The Central Bank of Cyprus, the Securities Cossion, the Insurance Companies' Control
Service and the Authority for the Supervision anev&opment of Cooperative Societies,
hereinafter referred to as "the competent supeanvigothorities”, agree to co-operate in order
to discharge their functions and responsibilitieghie most effective manner. They also agree
to exchange information and to provide mutual &sce to enable better performance of
their functions on the basis of principles and pohaes prescribed in this memorandum of

understanding.

2. This memorandum of understanding is based ormapiplication of the legislation in force
which allows the competent supervisory authorit®go-operate and exchange information
between them and/or with other supervisory autiesritvith a view to discharging their

functions and responsibilities in a more effectivanner.

General Provisions

3. The information exchanged between the competargervisory authorities shall be
exclusively used in the discharge of their funatiaand responsibilities and is subject to
confidentiality rules in the hands of the receiviagpervisory authority as apply to the
supervisory authority which provides the information the basis of legislation in force from

time to time.

Confidential information exchanged between the ceteit supervisory authorities on the
basis of the legislation in force may not be disetb without the express agreement of the
competent supervisory authority which disclosedrnid, where appropriate, solely for the

purposes for which this authority gave its agredmen

Provided that the Central Bank and the Authority tlte Supervision and Development of
Cooperative Societies shall not divulge any infarorarelating to any individual deposit
account.

Notifications
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Each competent supervisory authority undertaiemtify to the other competent supervisory

authorities every:

(1) granting or temporary suspension or revocatbiicence or rejection of application

for the granting of a licence on the basis of thamctions.
(i) Notification of establishment and/or provisiah services on a cross border basis in
Cyprus by institutions whose head office is sitdate other member states of the

European Union.

(iir) Notification of establishment and/or provisi®f services on a cross border basis in

other states by institutions whose head officétismted in Cyprus.

Exchange of supervisory information

between the competent supervisory authorities.

The competent supervisory authorities shall perate and exchange information necessary

for the exercise of supervision on a consolidatesish
Specifically, the competent supervisory authorityich is responsible, according to the law,
with the duty of exercising consolidated supennsimay request the required information

from the other competent supervisory authorities.

Procedure for the exchange of information

The competent supervisory authorities shall argle information aiming at strengthening and
facilitating the effectiveness of supervision. §imeans, in general, that consultations shall
take place, orally and/or in writing, whenever sachion is considered useful or necessary by
the competent supervisory authorities for the agimmment of their individual or common
supervisory goals. The consultations shall takeght a level determined by the Governor of
the Central Bank of Cyprus, the Chairman of theuB8tges Commission, the Superintendent
of Insurance and the Commissioner of the Authditythe Supervision and Development of
Cooperative Societies. Moreover, the competenersigory authorities may determine, in
their endeavour to discharge their functions asgaasibilities more effectively, to exchange

additional information in their possession follogira specific request. The competent
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10.

supervisory authorities agree that matters or probl arising from the application of this
memorandum of understanding shall be discussedresalved in special meetings of the
officers mentioned in paragraph 17 or their ausedtirepresentatives. At these meetings
information shall also be exchanged concerning mamb changes in the legal framework for
the supervision of institutions falling under therigdiction of the competent supervisory

authorities.

Type of information exchanged

The information exchanged between the competepervisory authorities, for purposes of
discharging their functions and responsibilitiesreneffectively, include data necessary for
the supervision and control of solvency, liquidibgpital adequacy, concentration of risks,
financial results and comparatives, the adequa@acodunting and internal control systems as
well as administrative structure and the proprigtghareholders with qualifying holdings as
well as the persons responsible of the managemerinstitutions falling under their

supervisory competence.

The competent supervisory authorities shall tiale the obligation to exchange information
concerning persons which have or intend to acquidifying holdings in institutions under
the supervision of one of the competent supervisarthorities. Moreover, the competent
supervisory authorities undertake the obligatiorxohange information concerning persons
responsible or intending to become responsibletfermanagement of institutions in cases
where these persons held or continue to hold dasimposition in an institution which falls

under the jurisdiction of one of the other compesepervisory authorities.

Moreover, the competent supervisory authorisésll exchange information concerning
infringements of the code of professional condadbrce from time to time or other relevant
code as well as information concerning penaltieposed by the competent supervisory
authorities on institutions under their supervision the shareholders or any officers or

persons responsible for the management of thesrititns.
Furthermore, the competent supervisory autbsrishall mutually exchange organograms

which include the division of functions and respbilisies between officers of their

departmental units.
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11.

12.

13.

14.

15.

16.

Co-operation of the Competent Supervisory Authorites

with the supervisory authorities of other states

The competent supervisory authorities may la#ath other regarding the co-operation
and exchange of information that they have withesugory authorities of other states and
shall co-operate in cases where the informatiorceors an institution which falls under the
supervision of one of the competent supervisonhaities and which is connected with
another institution which falls under the supensof one of the other competent supervisory

authorities.

Co-operation of the Competent Supervisory Authorites

in other matters

The competent supervisory authorities shalewadte the obligation to co-operate for
the preparation of a code of conduct/directivesifaipns the scope of which is of relevance
to any of the other competent supervisory authesitiMoreover, the competent supervisory
authorities shall co-operate, to the extent possitar the uniform treatment of matters and
infringements of the legislation in force where et of common interest exist, including the

Prevention and Suppression of Money Launderingviiies Law.

The competent supervisory authorities shatl atsoperate in order to prescribe, to the extent
possible, uniform returns and information that dtddee submitted by the institutions under

their supervision taking into account their spectaracteristics.
The competent supervisory authorities shallewadte the obligation to brief each other
regarding the enactment of new regulatory measuaréise filed of capital adequacy of the

institutions under their supervision.

Final Provisions

The competent supervisory authorities shall etiadte the obligation to revise this
memorandum of understanding in the light of accated experience and future

developments in the legislative framework of sujston.

For the implementation of co-operation as pilked in this memorandum of understanding:
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(a) High level meetings between the Governor ofGeatral Bank. the Chairman of the
Securities Commission, the Superintendent of Inmegand the Commissioner of the

Authority for the Supervision and Development ofoferative Societies shall be

convened on a quarterly basis, and

(b) The following representatives, nominated by tleenpetent supervisory authorities,

shall meet on a monthly basis and keep in touch daily basis:
1. Nicolaos Karydas (Representative of the CéBaak,
Co-ordinator/Chairman)

2. Liana loannidou (Representative of the SeesriCommission)

3. Melina Katsounotou (Representative of the lasoe Companies'
Control Service)
(Representative of the Autyhdor the Supervision

and Development of Cooperative Societies)

4. Kypros Protopapas

This memorandum of understanding was done and gign#licosia, Cyprus on 10 November

2003 and comes today into effect.

FOR THE CENTRAL BANK OF CYPRUS
THE GOVERNOR

FOR THE SECURITIES COMMISSION
THE CHAIRMAN

FOR THE INSURANCE COMPANIES' CONTROL SERVICE
THE SUPERINTENDENT OF INSURANCE

FOR THE AUTHORITY FOR THE SUPERVISION AND DEVELOPME OF COOPERATIVE

SOCIETIES
THE COMMISSIONER

Note: This is a translation of the Greek origindliet is the authentic text.
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3.6 SPECIAL TECHNICAL COMMITTEE OF THE SUPERVISORY AUTH ORITIES:
TERMS OF REFERENCE

Terms of reference of the Special Technical Commie of the supervisory authorities of the
Cyprus financial sector with regard to the preventon of money laundering and terrorist

financing.

1. A Special Technical Committee is set up for thevergion of the use of the financial system
for money laundering and terrorist financing acigs (hereinafter to be referred to as
“Special Technical Committee AML/CFT”) in whichalGovernor of the Central Bank, the
Chairman of the Securities Commission, the Supsrdent of the Insurance Companies
Control Service and the Commissioner of the Autigdor the Supervision and Development

of Cooperative Societies appoint one representatigeone deputy.

2. The representative of the Governor of Central Bactk as the Coordinator/Chairman of the
Special Technical Committee AML/CFT.

3. The representatives in the Special Technical CotamiAML/CFT are in contact on a
continuous basis and meet quarterly, and in additidnenever it is deemed necessary by any

member of the Special Technical Committee AML/CFT.
4. The Special Technical Committee’s role focusesifollowing areas:

i. The identification, discussion and examination séuies that emerge from the
relevant EU Directives and Regulations, FATF rec@andations and initiatives of
other international organisations with the aim @hiaving uniformity in new
directives/circulars issued to supervised persamswall as a common line of

interpretation and treatment;

ii.  Briefing on relevant regulatory and supervisory swugas taken by each supervisory

authority;

iii. By taking into account the risks faced in eachrimal sector, the development,
where this is possible, of common practical wayd amethods for the uniform
application by supervised persons of their oblgai for the introduction of
measures and procedures for the prevention of mdaeydering and terrorist
financing in accordance with the Prevention andp&egsion of Money Laundering
Activities Law of 2007(Law 188(1)/2007) and the ettives/circulars issued by each

supervisory authority;
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iv.  The joint organization by supervisory authoritiefs training programs/seminars
addressed to officers of the supervisory autharitiehose duties include the
AML/CFT regulation and supervision as well as tpeswised persons with regard
to their AML/CFT obligations.

5. The Special Technical Committee AML/CFT ensures: tha

(i) Informative material in relation to the previemt of money laundering and terrorist

financing is placed on the website of each superyiauthority.

(i) The budget of each supervisory authority imlea sufficient sum for training and
education in order to fulfill point iv of paragraghabove.

6. The Special Technical Committee AML/CFT endeavortake its decisions unanimously. In
cases of disagreement on a particular subject dffatts the entire financial sector and
requires the adoption of a common approach fotrtreat by all supervisory authorities, the
Special Technical Committee AML/CFT submits to theads of supervisory authorities a

note citing all opinions for a final decision.

7. The Special Technical Committee AML/CFT keeps magutof its meetings which
communicates to the Technical Committee of Superyiguthorities and submits an annual

report of its activities to the heads of superwsauthorities.

13 October 2009
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4 ANNEX 4 - LIST OF ALL LAWS, REGULATIONS AND OTHER

Laws

10.
11.
12.
13.

MATERIAL RECEIVED

Cooperative Societies Laws of 1985 - 2007 (Law2R@mf 1985, 68 of 1987,190 of 1989, 8
and 22(l) of 1992, 140(l) of 1999 and 140(l) of 20A71(l) of 2000, 8(I) of 2001, 123(l) of
2003, 124(1) of 2003, 144(1) of 2003, (I) of 20Q0 (1) of 2004, 230(I) of 2004, 23(l) of
2005, 49(1) of 2005, 76(1) of 2005, 29(1) of 20@7(1) of 2007, 177(1) of 2007)

Cooperative Societies Laws (excerpts: article 4tél aticle 411)

Law No. 110(1) of 2010 on the Suppression of Tesrar(excerpt: Section 8)

Law No. 106(1) of 23 October 2009 Law to Amend theestment Services and Activities
and Regulated Markets Law

Law No. 188(l) of 2007 (as amended by Law No.5&f)2010) on the Prevention and
Suppression of Money Laundering and Terrorist FeiramLaw)

Law No. 29 (Ill) of 2001 of 30 November 2001 To Rathe International Convention for the
Suppression of the Financing of Terrorism, Inclgdi8upplementary Provisions for the
Immediate Implementation of the Convention

Law No. 4212 of 10 July 2009 Regulating the streetuesponsibilities, powers, organisation
of the securities and exchange commission and otheted issues

The Real Estate Agents Law No. 273(l) of 2004 andimendment No. 118(1) of 2007
Unofficial Consolidation And Translation of Laws(@6of 1997, 741) of 1999, 94)) of 2000,
119() of 2003, 4I) of 2004, 151 of 2004, 231 of 2004, 235 of 2004, 20 of 2005,
80(1) of 2008, 100(1) of 2009 and 123(1) Of 2008f-7 December 2009

Central Bank of Cyprus Laws of 2002-2007 - uno#i¢ranslation and consolidation

The Societies and Institutions Laws 1972 and 19Bnglish translation and consolidation
Clubs Registration Law (21 May 1930)

Chapter 41 of the Laws — Charities (1959 Edition)

Directives

14.

15.

16.

17.

18.

19.

20.

21.

CySec (Cyprus Securities and Exchange Commissiom)FDirective DI1144-2007-08 of the
Cyprus Securities and Exchange Commission For teeetion of Money Laundering and
Terrorist Financing (2009)

CBC (Central Bank of Cyprus) Directive to BanksAncordance with Article 59(4) of The
Prevention And Suppression of Money Laundering viagis Law of 2007 — AML Guidance
Note of 2008 (as amended in 2008, and 2009)

CBC - Directive to Money Transfer Businesses in dxdance with Article 59(4) of The
Prevention And Suppression of Money Laundering Winéis Law of 2007 (February 2009)
ICPAC Directive to the Members of the Institute@drtified Public Accountants of Cyprus
on Prevention of Money Laundering and TerrorisiaRicing (2008)

CBA Directive to the Members of CBA concerning Retion of Money Laundering and
Terrorist Financing (2009)

CBC Amendment No 1 to the Directive on the prevantf money laundering and terrorist
financing issued on 2 April 2008 of 2 September®00

CBC Amendment No 2 to the Directive on the prevanof money laundering and terrorist
financing issued on 2 April 2008 of 17 February 200

CBC Amendment No 3 to the Directive issued by teatéal Bank of Cyprus on 2 April 2008
for the prevention of money laundering and tertdnsncing of 12 June 2009

Agreements / other — National co-operation
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22. [The Central Bank of Cyprus, the Securities Comimigssthe Insurance Companies' Control
Service and the Authority for the Supervision anev&lopment of Cooperative Societies]
Memorandum of Understanding between the supervigotiyorities of the financial sector of
Cyprus

23. Terms of reference of the Special Technical Conamittf the supervisory authorities of the
Cyprus financial sector with regard to the prevamtof money laundering and terrorist
financing.

Guidelines

24. MOKAS Guidance Note to Police and Prosecutors (Kooedy)

25.ICCS (Insurance Companies Controlling Service) @ongg Note on Orders for Life-
Insurance Companies and Life-Insurance Intermexian accordance with Article 59(4) of
the Prevention and Suppression of Money Laundekettyities Law of 2007

26. MOKAS Guidelines to the members of the Cyprus JeselAssociation (The Prevention and
Suppression of Money Laundering Activities and Eieancing of Terrorism Law of 2007
(Law No. 188(1)/2007) issued on 18/4/2008

27. MOKAS Guidelines to the members of the Cyprus Estegents Registration Council - The
Prevention and Suppression of Money Launderingvitiets and the Financing of Terrorism
Law of 2007 (Law No0.188(1)/2007) issued o, 11/1@20

Judgements

28. Assize Court of Nicosia Case No. 14753/08 of 29 12699
29. Assize Court of Limassol Case No. 3070/08 of 27 2699

Statistics

30. Money Laundering Cases investigated by the Poticée years 2006-2009
31. Table: Law enforcement statistics of 5 May 2010

32. Table: Statistics on internal money laundering repo

33. Table: References to Legislative Provisions

34. The Egmont Group Biennial Census 2009

Forms / others

35. CYSEC Form 144-03-01 - application for the granii@ CIF authorisation

36. CYSEC Form 144-03-02 — Questionnaire

37.CBC Form - application for the granting of authatisn as a payment institution under
Section 7(1) of the Payment Services Law of 2009

38. ICCS Licensing Questionnaire

39. KYC sample questionnaire

40. CYSEC Professional Intermediary Questionnaire Onti AMoney laundering And
Counteracting Trustiest Financing Procedures

41. Questionnaire for monitoring lawyers during ongitgpections

42. Sample questionnaire for completion by clientseigister a private company in Cyprus

43. Law on Insurance Services and other Related IsHU#302-2005 - analysis

44. Declaration By Professional Intermediary And/OgReered Shareholder/S
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