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This is the second 34 Round written progress report submitted to MONEYVAL by the
country. This document includes a written analysis by the MONEYVAL Secretariat of
the information provided by Malta on the Core Recommendations (1, 5, 10, 13, SR.II
and SR.IV), in accordance with the decision taken at MONEYVAL’s 32rd plenary in
respect of progress reports.




Malta

Second 3rd Round Written Progress Report
Submitted to MONEYVAL

1. Written analysis of progress made in respect of the FATF Core
Recommendations

1.1. Introduction

1. The purpose of this paper is to introduce Malt@sosid progress report back to the Plenary
concerning the progress that it has made to rertteglyleficiencies identified in the 3rd round
mutual evaluation report (MER) on selected Recondagons.

2. Malta was visited under the third evaluation rofmwin 13 to 18 November 2005 and the mutual
evaluation report (MER) was examined and adopteMIO®NEYVAL at its 24" Plenary meeting
(10-14 September 2007). According to the proceduvidta submitted its first year progress
report to the Plenary in December 2008.

3. This paper is based on the Rules of Procedure \dsecein March 2010 which require a
Secretariat written analysis of progress againstdbre RecommendationsThe full progress
report is subject to peer review by the Plenargjséasd by the Rapporteur Country and the
Secretariat (Rules 38-40). The procedure requirestenary to be satisfied with the information
provided and the progress undertaken in orderdogad with the adoption of the progress report,
as submitted by the country, and the Secretariditenwranalysis, with both documents being
subject to subsequent publication.

4. Malta has provided the Secretariat and Plenary witfull report on its progress, including
supporting material, according to the establishemjqgess report template. The Secretariat has
drafted the present report to describe and analyseprogress made for each of the core
Recommendations.

5. Malta received the following ratings on the core®amendations:

R.1 — Money laundering offence (LC)

SR.1I — Criminalisation of terrorist financing (LC)

R.5 — Customer due diligence (LC)

R.10 — Record Keeping (C)

R.13 — Suspicious transaction reporting (PC)

SR.IV — Suspicious transaction reporting relatetbtoorism (NC)

6. This paper provides a review and analysis of thesuees taken by Malta to address the
deficiencies in relation to the core Recommendati@ection 1) together with a summary of the
main conclusions of this review (Section Il). Tiiaper should be read in conjunction with the
progress report and annexes submitted by Malta.

! The core Recommendations as defined in the FA®Eeulures are R.1, R.5, R.10, R.13, SR.Il and SR.IV.



1.2.

B.

It is important to be noted that the present aiglfiggcuses only on the core Recommendations
and thus only a part of the Anti-Money Launderingi@bating the Financing of Terrorism
(AML/CFT) system is assessed. Furthermore, wheasagsy progress made, effectiveness was
taken into account, to the extent possible in aepdyased desk review, on the basis of the
information and statistics provided by Malta, asdsach the assessment made does not confirm
full effectiveness.

Detailed review of measures taken by Malta in relation to the Core
Recommendations

Main changes since the adoption of the MER

Since the adoption of the MER and the First Pragieeport, Malta has taken the following
measures with a view to addressing the deficiendtemntified in respect of the core
Recommendations, including:

« drafting new Implementing Procedures to cover iifiext deficiencies on the preventive side
(though they are not yet in force but are expetrdat by the end of the year)

e achievement of a number of money laundering coirist including autonomous
convictions

« extension of the power to issue monitoring orderthe investigation of money laundering
cases.

Malta has also taken additional measures to addiefgsiencies identified in respect of the key
and other Recommendations, as indicated in ther@segeport, however these fall outside of the
scope of the present report and are thus not tefldere.

Review of measures taken in relation to the CorBecommendations

Recommendation 1 - Money laundering offence (ratedC in the MER)

10. Deficiency 1 identified in the MERMore emphasis should be placed on securing final

convictions in money launderipgAt the time of the 3rd evaluation no final morlayndering
conviction had been secured since the second dialualthough, as was noted, “the legal basis
to prosecute money laundering is already quite dbufihere were then 10 cases before the
courts — some of which were autonomous cases.eAtirtie of the 1st progress report the mental
element of money laundering had been extendeduer ¢euspicion’ as well as the pre-existing
knowledge standard, which was anticipated to ire@dhe possibility of convictions. In 2007, 1
conviction involving 1 person was achieved. In 208&re had been convictions in 2 cases
(involving 2 persons). Since the 1st progress itejher number of final convictions has therefore
increased. In 2009, of the 9 cases being prosecbtedses (involving 5 persons) resulted in
convictions, and in 2010, 1 case (involving 1 pejseesulted in a conviction. The Maltese
authorities advised that, since the 1st progrgssrte2 of these convictions were in autonomous
money laundering cases where the predicate offemege drug trafficking and conspiracy.
Overall the major underlying predicate offences aséd to be drug trafficking, fraud and
misappropriation, which in fact reflect the repdrimajor domestic proceeds-generating crimes.
The Maltese authorities accept, however, that alnatisinvestigations of ML relate to self
laundering. They also indicated that a substantiahber of the cases involved foreign predicate
offences, though precise figures could not be joledi



11. Deficiency 2 identified in the MERA greater willingness to draw inferences fromealtive facts
and circumstances appears necessary to secure taanglering convictions)Article 2(2)(a) of
the PMLA is relevant here. The evaluation repotedadt ‘helpfully and explicitly’ provides that
a person may be convicted of a money launderingnof under the PMLA even in the absence
of a judicial finding of guilt in respect of the derlying criminal activity, the existence of which
may be established on the basis of circumstantiathter evidence without it being incumbent on
the prosecution to prove a conviction in respedhefunderlying criminal activity. The provision
also goes on to say ‘and without it being necestagstablish which underlying activity’. These
are very useful statutory provisions, which reflgktticles 9(5) and (6) of the Warsaw
Convention, which were introduced to assist thes@catorial effort in ratifying countries. It is
important therefore to see how the judiciary hamterpreted these statutory provisions in
practice. The Maltese authorities drew attentiotheo2009 case The Police v Sakienah Binti Mat
Lazia Dayang In that case the defendant was alleged to beug dourier and part of an
international organisation which existed to traffizigs, based on circumstantial evidence. She
was charged with being part of a criminal orgamisatconspiracy and money laundering (taking
proceeds out of Malta and sending proceeds via &kfestnion). She was convicted on all three
counts. The submission of the defence in relationtite money laundering was that the
prosecution had failed to show a link between theney taken out and transferred by the
defendant and the underlying offence, as no dragskeen found on her. The court found from
other circumstantial evidence that the prosecutiad satisfied its onus to establish such a link
between the money and the drug trafficking openafithis was sufficient under Maltese law for
the burden of proof to shift to the defendant fer to show the lawful origin of the money. She
produced no such evidence and was convicted anteremd in the round to 6 years
imprisonment. While money laundering was not théy aiarge before the court, the Maltese
authorities point out the importance of a judidiacision in a money laundering case without
concrete evidence of the underlying criminal atfivbut based on objective facts and
circumstances surrounding the case. A similar ¢as2009 of conspiracy to traffic drugs and
money laundering resulted in a sentence, agatmeindund, of 15 years imprisonment.

12. Deficiency 3 identified in the MERMore priority should be considered to the invgation and
prosecution of ML based on foreign predicates gittem level of domestic profit generating
cases).The Maltese authorities indicated at the timehaf kast progress report that all money
laundering cases, irrespective of the country wkisgepredicate offence has been committed, are
thoroughly investigated and prosecuted. The Maltasthorities now advise that since thé 1
progress report some of the convictions achievedemed a foreign national with the predicate
offence having an international element. In theesasoncerned, the predicate offences (drug
trafficking) had an international element in tha¢y were carried out by foreign individuals and
though they were partly carried out in Malta, thvegre initiated outside Malta. They also point
out that a number of cases currently under invaitig either concern foreign nationals or are
related to a predicate offence committed outsiddtaMdhe main predicate offences in these
cases are fraud and/or misappropriation. The ntgjaf investigations involving foreign
predicate offences were initiated as a result iefport from the FIAU following the receipt of an
STR. It would appear therefore that this perceideficiency is being addressed.

13. All in all the Maltese authorities have achieved ®tinvictions in 9 cases since 2007 (involving
9 persons) and ML investigations are increasing jthlicial decision in_Dayang Sakien&h
draw inferences of underlying predicate criminafitym other objective facts in a ML case is
important, and confirms a decision earlier in 200& wholly autonomous ML case, where a
mother and daughter were charged with money laimglen that case the jury found the mother
guilty of ML in respect of proceeds from illicit thaties of her husband, even though the




proceeds were not attributable to any specific .ciibe effectiveness of the money laundering
offence since 2007 therefore appears, on a degwermow to have been well demonstrated.

Special Recommendation Il - Criminalisation of terorist financing (rated LC in the MER)

14.

15.

16.

17.

Deficiency 1 identified in the MERCIarify that Article 328B offences cover conttiions used
for any purpose (including a legitimate activityy b terrorist group).This issue was carefully
considered by the"Bround evaluation team. The financing of terrogsbups is covered by
A.328B(3) of the Criminal Code, added in June 2Q@%ch provides:

“Whosoever promotes, constitutes, organises, cthrefinances...a terrorist group
knowing that such participation or involvement vatintribute towards the criminal activities
of the terrorist group shall be liable —

(a) where the said participation or involvementsists in directing the terrorist group,
to the punishment of imprisonment not exceedintythears:

Provided that where the activity of the terroiggbup consists only of the acts mentioned
in article 328A(2)(j) the punishment shall be tlohtimprisonment for a period not exceeding
eight years;

(c) in any other case, to the punishment of ingunisent not exceeding eight years.”

The evaluators’ concern was that, as the mentahesie is knowledge that the involvement
(financing) “will contribute towards the criminat@vities of the terrorist group”, the language of
the Article may not be wide enough to properly gogentributions used for any purpose
(including a legitimate activity) by a terroristayip (such as supporting families while a member
of the group is in prison). The Maltese authorjtegsthe time of the evaluation and now, consider
that the courts would interpret it this way. It slbalso be noted that the general autonomous
offence of financing of terrorism in A.328F mighisa be used to prosecute a person who
provides money or other property for legitimate inaiies which may further “terrorism”
generally (either by an organised group or by dgividual terrorist). This Article provides:

“(1) Whosoever receives, provides or invites anofterson to provide, money or other
property intending it to be used, or which he heasonable cause to suspect that it may be used,
for the purposes of terrorism shall, on convictiand unless the fact constitutes a more serious
offence under any other provision of this Code faarty other law, be liable to the punishment of
imprisonment for a term of not exceeding four yeargo a fine (multa) not exceeding five
thousand Liri or to both such fine and imprisonme(®) In this article a reference to the
provision of money or other property is a referetgdts being given, lent or otherwise made
available, whether for consideration or not.”

Notwithstanding these two provisions the evaluatmnsidered that it would “assist if this was
clarified in order that the prosecution is in aipos to prosecute this type of activity in the

context of terrorist groups with the possibility tife lengthy sentences available under this
provision”.

There have been no FT investigations and thus sesca which either of the above provisions
could be tested in this context. In any event,Madtese authorities advise in this progress report
(as in 2008) that amendments are being considereddure that the wording of the law does not
leave any room for a different interpretation. Ther a draft in the AG’s office with a proposed
amendment to A.328.13(3), which currently readsdsdever promotes, constitutes, organises,
directs, financessupplies information or materials ta terrorist group, knowing that such
participation or involvement will contribute towardny activity, being criminabr otherwise of



the terrorist group”. It would appear to meet thaleators’ concerns in this respect. It remains
unclear how advanced this proposal now is, andirthescale for taking it forward.

18. Deficiency 2 identified in the MERClIarify if provision or collection of funds can lgone
directly and indirectly).The examiners accepted, as with the previous patetgficiency, that
there were arguments that went both ways and thememt in the mutual evaluation report was
that “it would be helpful if it was clarified thahis could be done directly or indirectly”. The
Maltese authorities point, understandably, to #mgyliage of A.328F which includes the language
“invites another person to provide”, though whetties covers all possible examples of indirect
provision is debateable. They also point out thadreé is an offence in A.328H (funding
arrangements) which carries the same penaltielseageneral FT offence (funding of terrorism)
in A.328F, and provides:

“whosoever —
1.1.1. enters into or becomes concerned in an arrangemmeat result of which money
or other property is made available or is made &lze to another, and
1.1.2. knows or has reasonable cause to suspect that tmeynor other property will
or may be used for the purposes of terrorism shraltonviction...”

19. While either of these Articles might be apt for sotypes of indirect provision, the Maltese
authorities are also considering an amendment tb “dotectly and indirectly” into A.328F,
though the timescale for this is also uncertain.

20. Deficiency 3 identified in the MERAssess the effectiveness of the recently (June) 2005
introduced terrorist financing offenceghere were 4 suspicious transaction reports retatéd
at the time of the last progress report, 3 of whictd been passed to the police for further
investigation. No further reports have been reakigince. The statistics show the police
investigating: 1 FT case (with 2 persons) in 200d@ 2008, though it is unclear whether these are
the same cases; and 1 case with 1 person in Z0&8e STRs refer to cases reported in the first
progress report. The investigations by the polie@eacompleted in all cases. Since the police
concluded that the persons concerned were notviegdh funding of terrorism, no charges were
brought.

21. All in all, it appears that the potential deficiggs identified by the evaluators are being
considered, and there have been some TF investigativhich, so far, have not resulted in any
prosecutions.

Recommendation 5 - Customer due diligence (rated L@ the MER)

22. Deficiency 1 identified in the MERThe Regulations’ reference to trust principalsdan
beneficiaries could lend itself to an interpretatithat it is an option to identify either the trust
beneficiary or the settlor (not bothyhe Regulations at the time of the evaluation amgut#o
lend themselves to an interpretation that it wasjition to identify the trust beneficiary or the
settlor and not both. The was corrected in the R@§ulations (Regulation 7(3)e):

“where the applicant for business is acting as astte@ or under any other fiduciary
arrangement, a subject person shall not undertakelaisiness with or provide any service to the
applicant for business unless that applicant fosibass discloses the identity of the beneficial
owners, his principal, and the trust settlor, a® tbase may be, and produces the relevant
authenticated identification documentation, and hswlisclosure procedures shall also apply
where there are changes in beneficial ownershigraorcipal.”



23.

24.

25.

26.

27.

28.

29.

Additionally, the Maltese authorities advise tha¢ draft Implementing Procedures will provide
further clarification on the interpretation of Réafion 7(3) to ensure that subject persons shall
not undertake any business or provide any seragid@e trustee unless the trustee discloses the
identity of the beneficial owners and the trustisetand produce authenticated identification of
such persons, and the trustee must keep the sytgestn informed of any changes in the
beneficial ownership. As noted in the progress nepioe Implementing Procedures will be
mandatory when they come into force at the enti@f/ear and sanctionable.

Deficiency 2 identified in the MERFor life and other investment linked insuranche t
beneficiary under the policy is identified but netified). The verification of the identity of the
beneficiary under a life insurance policy was cedemunder Regulation 8(3) of the 2008
Regulations and the draft Implementing Procedundisfurther clarify that the beneficiary of a
life insurance policy falls within the definitiorf @ beneficial owner so that there is no doubt that
such verification is required under the general CRE&yulation (Regulation 7). Supervisors have
not experienced any difficulty with this practice.

Deficiency 3 identified in the MERThe general identification limit of MTL 5000 (EORL1 650)
applies to occasional wire transfers which is higtien the exception for the purposes of SR VI
(Euro 1000).Regulation 7(11) of the 2008 Regulations reiterdtee requirements for subject
persons to comply with Regulation (EC) 1781/200&nethough the Regulation appliés facto

as domestic legislation. The EC Regulation thresieEuro 1,000 and thus the recommendation
of the evaluators is fully implemented.

Deficiency 4 identified in the MERThere is no requirement in the Regulations fogaing
scrutiny of transactions or requirement to ensune CDD-process is kept up to datdhe
asterisked essential criteria (5.7*) is coveredRagulation 7(1)(d) and 7(2) of the 2008
Regulations, as noted in th& firogress report. The draft Implementing Procedaresintended
to include practical explanations on the mannerwinich ongoing monitoring should be
undertaken.

Deficiency 5 identified in the MERWIth the exception of non-face to face custonikese is no
requirement in the non-bank sector for enhanceddiligence of higher risk customers, business
relationships or transactions)As noted in the °1 progress report Regulation 11 of the 2008
Regulations applies enhanced Customer Due Diligémaal subject persons. Regulation 11(1)
requires enhanced CDD in accordance with the Régaoland in any situations which, by their
nature, can present a higher risk of money laundest the funding or terrorism. The Regulation
specifically covers non face-to-face relationshipess-border correspondent banking and other
similar relationships, and politically exposed jp&is. The Maltese authorities advise that in the
draft Implementing Procedures more detailed infdiomais to be provided on the manner in
which the obligations are to be implemented, initigdwith respect to non face-to-face
relationships, correspondent banking relationshipd with respect to obligations dealing with
politically exposed persons.

Deficiency 6 identified in the MERNo specific requirement to understand the purpasd
intended nature of the business relationshipgggulation 7(1)(c) of the 2008 regulations covers
this for all subject persons; The draft ImplemegtiProcedures will, as noted in the progress
report, provide further detail on the informati@guired to satisfy this requirement.

All'in all, the Maltese authorities are clearly wagding their preventive legislative regime to fully
meet the FATF standards on R.5 and improve theestijersons’ understanding of the



requirements. It is difficult on a desk review tgsass how effectively the preventive regime is
applied in practice. From the statistics it appehas there have only been 2 fines and 1 written
warning and 1 verbal warning for AML/CFT infringente since 2007. One of the fines was
imposed on a corporate service provider for failimgarry out complete customer due diligence
measures in relation to a number of corporate ouste. The other fine was imposed on a trustee
for failing to carry out appropriate customer duigdnce measures and to set up adequate
reporting procedures. The written warning was git@a corporate service provider following a
compliance visit, where it was established that ¢beporate service provider had failed to
properly carry out customer due diligence measimeselation to one customer. The verbal
warning was given to a bank after the bank hadeidsa public statement which included an
indication, although indirect, that the bank hdddia report with the competent authorities. It
was brought to the attention of the bank that udilic statement could have resulted in a breach
of the bank’s non-disclosure obligations under®RMLFT Regulations and the possibility of the
bank being prosecuted for a tipping off offenceefehhave also been no public sanctions, that is
to say, sanctions taken to court (the use of whidtere and if warranted, the previous evaluators
considered would enhance the sanctioning reginte). éfffectiveness of implementation will be
examined fully in the 4th round evaluation.

Recommendation 10 - Record Keeping (rated C in th®IER)

30.

There were no recommendations in the last MER. dithheent effectiveness of implementation
will be assessed in th& 4ound evaluation.

Recommendation 13 — Suspicious transaction reportin (rated PC in the MER)

31.

32.

33.

Deficiency 1 identified in the MER(Attempted transactions are not explicitly covéred
Regulation 15(6) of the 2008 Regulations compreiehs clarifies that a subject person is
obliged to file a report when it knows, suspectshas reasonable grounds to suspect that a
transaction may be related to money launderingp@fuinding of terrorism, or that a person may
have been, is, or may be connected with money kximgl or the funding of terrorism, or that
money laundering or the funding of terrorism hasrhés, or may be committed or attempted

Deficiency 2 identified in the MERNo reporting obligation on financing of terrorigmeporting

of transactions suspected to be related to theding of terrorism was provided for under the
February 2006 revisions of the Regulations, andimadace at the time of the adoption of th& 3
evaluation report. The reporting of financing ofréeism is now comprehensively covered in
Regulation 15(6) of the 2008 Regulation, as setibote.

The number of STRs, while not great, has remaiekdively constant over the last several years
with a slight dip in 2007 and 2008. With 60 STReseaiged so far in 2010, they have exceeded the
2008 figure. While most reports are from the bam&pprts have also been received consistently
from insurance, exchange banks and brokerage coegém the financial sector. The MER
considered that a “broadly acceptable” number gbres was passed to the police and that
appears to remain the case. It is encouraging ahdtast one successful money laundering
conviction arose from the STR system. Thus, frodesk review, the effectiveness of the STR
system appears to be demonstrated.

1C



Special Recommendation 1V— Suspicious transactioneporting related to terrorism (rated NC in

the MER)

34. Deficiency identified in the MERMandatory obligation to report suspicious transans of FT
is not in place)This deficiency had been broadly addressed byitie of the adoption of the®3
round mutual evaluation report, though not in tlegiqad within which it could have been fully
assessed for ratings purposes. The SR.IV obligasiorow covered in Regulation 15(6) of the
2008 Regulations.

“Where a subject person knows, suspects or hasoredde grounds to suspect that a
transaction may be related to money launderingherfunding of terrorism, or that a person may
have been, is or may be connected with money lawmgder the funding of terrorism, or that
money laundering or the funding of terrorism hasrheis being or may be committed or
attempted, that subject person shall, as soon asaisonably practicable, but not later than five
working days from when the suspicion first arosscldse that information, supported by the
relevant identification and other documentationthte Financial Intelligence Analysis Unit".

35. In the Regulations, “funding of terrorism” is defithto mean “the conduct described in Articles
328F and 328l both inclusive, of the Criminal Cad&’328F (funding of terrorism) has been set
out at paragraph 18 above. A.328I (facilitatingengiion or control of terrorist property) is set out
beneath:

328l. (1) Whosoever enters into or becomes concerned ar@angement which facilitates the
retention or control by or on behalf of another gan of terrorist property -

(a) by concealment,

(b) by removal from the jurisdiction,

(c) by transfer to nominees, or

(d) in any other way, shall, on conviction, be labo the punishment laid down in article
328F(1).

(2) It is a defence for a person charged with #er@e under sub article (1) to prove that he did
not know and had no reasonable cause to suspecthtbarrangement related to terrorist

property.
36. “Terrorist property” is broadly defined in S.328FEriminal Code, as follows:

328E.(1) In this sub-title, "terrorist property" means -
(&) money or other property which is likely to bsed for the purposes of
terrorism, including any resources of a terrorisbgp,
(b) proceeds of the commission of acts of terrariamd (c) proceeds of acts
carried out for the purposes of terrorism.

(2) In sub-article (1) -
(a) a reference to proceeds of an act includesferemce to any property which
wholly or partly, and directly or indirectly, repsents the proceeds of the act
(including payments or other rewards in connectioth its commission), and
(b) the reference to a group’s resources include®farence to any money or
other property which is applied or made availalbe,is to be applied or made
available, for use by the group.

37. 1t was unclear in this desk review why the defomtiof “funding of terrorism” did not
comprehensively cover all the possible funding rdfes and terrorism offences in the CC (in

11



particular Article 328H “funding arrangements”),rijeularly as A.328I is expressly covered in
the definition, the essence of which seems to blaradestine funding arrangement. The Maltese
authorities have in the course of this review iatkd that the definition of funding of terrorism
was _intendedo include Articles 328F to 328l, and that thertéboth inclusive” is indicative of
this. They confirm that the word “and” is a typoginical error.

38. While it may be that the broad term in the CC used328F ‘for the purposes of terrorishis
sufficient to cover all the language of SR.IV (iding “funds linked or related to or are to be
used for terrorism, terrorist acts and by terravigfanisations”), it seems on a desk review, that
the real width of the reporting obligation in the08 Regulations may cause some confusion. The
issue may not simply be academic as there have medfl reports since the new Regulation
came in.

39. The Maltese authorities are encouraged to exarhiseidsue to ensure that the obliged entities
fully understand the width of the STR reportingigation on FT. They have indicated that the
error in the legislation will be corrected as s@mnpossible. It may be that further guidance is
required, as the questions raised in the paragrapbge could impact on the effectiveness of
implementation of the STR regime in respect of FT.

1.3. Main conclusions

40. The report on the Core recommendations shows tbps fiave been taken to address the issues
raised by the evaluators in respect of R.5. Froenitiormation provided, the Implementing
Procedures, once they are in force, should brirthéu solidity to the legal base of the preventive
measures. There is also very welcome progress enelaping jurisprudence in respect of ML
criminalisation and indications that the Maltesehatities are pursuing serious ML offences
when they are able to do so. The issue regardisgilgle judicial reluctance to draw inferences
from objective facts identified in the last mutwalaluation report seems to be solved. There
appears now to be no real legal obstacle to theugiof an active prosecution policy in respect of
autonomous money laundering. Malta is encouragedmtinue challenging the courts with such
cases, where there is evidence from which a coayt adnaw the necessary inferences of either the
underlying predicate criminality or of knowledgethelevant property is of criminal origin.

41. As indicated earlier, the rather complex procesgsired to establish what precisely is required in
the FT reporting obligation would appear to bengbtn further clarification to ensure that the
reporting entities fully understand its ambit.

42. In conclusion, as a result of the discussions hettle context of the examination of this second
progress report, the Plenary was satisfied withitfermation provided and the progress being
undertaken and thus approved the progress repdrthenanalysis of the progress on the core
Recommendations. Pursuant to Rule 41 of the Rlggazedure, the progress report will be
subject of an update in every two years betweeluatian visit, though the Plenary may decide
to fix an earlier date at which an update shoulgdesented.

MONEYVAL Secretariat
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2. Information submitted by Malta for the second progress report

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

Position as at date of last progress report (8 Dexcter 2008)

The AML/CFT regime in Malta hi undergone a major overhaul since the last evalnalihe Preventio

of Money Laundering and Funding of Terrorism Retjates of 2003 were radically amended by Legal
Notice 42 of 2006 with the aim to further align andrmonise the regulations with the FATF 40 as
revised in June 2003. It should be noted that thesendments also served to introduce measures which
were in discussion and in preparation during thérdTfRound Mutual Evaluation on site visit in
November 2005 and which, consequently, the MONEYVAlommittee of Experts eventually
recommended in the 2005 MER. Subsequently the apieR@03 Regulations were repealed and a new
set of regulations was introduced in July 2008ndp@sing the European Union legislation under
Directive 2005/60/EC (the Third Directive) and [@itiwe 2006/70/EC (the Implementation Directive).
The new regulations further broadened the scopimefAML/CFT regime in Malta and continued to
implement those MONEYVAL recommendations which hatil then not been addressed.

One of the most significant changes to the AML/GEgime by virtue of the 2006 amendments was the
introduction of the obligation to report knowledgiesuspicion of transactions that could be relabeithe
funding of terrorism,. Another important developmems the adoption of the risk-based approach also
introduced by virtue of the 2008 Regulations. lotfine 2008 Regulations includater alia, provisions
catering for simplified and enhanced customer diligetice measures and provisions for exemptions
from certain customer due diligence measures wihieaacial activity is conducted on an occasional or
very limited basis, amongst others.

Consequently, the role of the FIAU has also beead#ned considerably by law. Its responsibiliti@geh
been extended to cover the financing of terroridmilsivthe spectrum of persons who fall within iesnit
has been widened. In order to further ensure thbjest persons operate in compliance with all the
preventive measures prescribed by the AML/CFT latiem the FIAU has now set up a compliance
department. The Department will work in collabavatiwith the other supervisory authorities as
appropriate within the current memoranda of cod®ran compliance monitoring issues.

From a statistical point of view the number of STH&s been more or less constant for the past three
years. However, it is worth mentioning that theagdnbeen two convictions of money laundering arel on
conviction on tipping off since the 9®arch 2007.

Moreover, the 2008 Regulations now place a mangatbligation on subject persons and the relevant
authorities to collect, maintain and compile appiaip statistics and to make such statistics avkailto

the FIAU. The obligation to collect, maintain anzhtpile statistics is also applicable to the FIA&eIf in

the course of its work.
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This Progress Report confirms that the Maltese aiiths have given serious attention to
MONEYVAL recommendations and have taken immedia¢asures to ensure that the AML/CFT regime
in Malta be further harmonised with the recognisgdrnational standards and practices. This has be
done through significant legislative amendmenigjaing development and increased awareness in this
field. In this respect the FIAU has continued tecdss with the industry the implementation of tiesv
Regulations through the work of the Joint Commitb@ethe Prevention of Money Laundering and the
Financing of Terrorism.

The Prevention of Money Laundering and Funding efrdrism Regulations, 2008 and the Prevention of
Money Laundering ActCap. 373are enclosed herewith for ease of reference. Ehail be referred to
throughout the questionnaire as “the 2008 Reguiatiand “the Act” respectively.

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

“relevant activity”
“relevant financial business”

“subject person”

New developments since the adoption of thé' brogress report

(In particular, please indicate all new relevangislative acts with a brief description, and anyanbges
since the adoption of the last progress reporthe toles and responsibilities of relevant AML/CFT
competent authorities)

Since the submission of the First Progress Repdxiovember 2008 (as adopted by the 28 MONEYVAL

Plenary in December 2008) a number of legislative iastitutional measures have been implemented to
further strengthen the AML/CFT regime in Malta abtm ensure continued compliance with fall
international developments.

One such legislative initiative was the recent tddiof a new article (Article 4B) to the Prevemtiof
Money Laundering Act (Cap. 373 of the Laws of MHItTBMLA")(see Appendix Ill.1) implementing th
provisions of Article 19 of the Council of Europei@ention on the Laundering, Search, Seizure|and
Confiscation of the Proceeds from Crime and orRihancing of Terrorism (CETS 198). It is to be mbte
that a regime regulating the issuance of monitoadirtiers had already been in place under Article®d3%
of the Criminal Code (Cap. 9 of the Laws of Malsgk Appendix IIl.2) in relation to criminal offerece
under the Code, including funding of terrorism ("[TA decision was therefore taken to extend fthe
application of the power to issue such orders todffences.

11%

Further to such amendment, where the Attorney G¢r{ékG”") has reasonable cause to suspect that a
person is guilty of money laundering (“ML"), he mapply to the Criminal Court for the issuance qf a

monitoring order whereby a bank is required to rmrthe bank accounts of the suspect or of anyrqthe
accounts related to the suspect. On the demandeofAG, the bank will then communicate the

information resulting from the monitoring to thergen or authority indicated by the AG, which cobkl
the Financial Intelligence Analysis Unit (“FIAU"Y his power gives the AG the possibility to make use
of the resources available within other entitieshsas the FIAU for the purposes of implementingséhe
orders. Once such information is collated suchgre authority shall transmit this informationtte

14



AG. This power also applies to those instances aliee AG receives a request to issue a monitg
order from a judicial or prosecuting authority sited outside Malta.

Monitoring powers have also been granted to theUrIwhich may now request any subject pers
whether carrying out relevant activity or relevdimancial business, to monitor the transactiong
banking operations being carried out through am@atcwhich is connected to a person, whether nla
or legal, suspected of being involved in ML. Wheteh an order is issued upon subject persons,
shall communicate the information resulting frora thonitoring to the FIAU and the FIAU may use t
information for the purpose of carrying out its e and reporting functions under the PMLA. T
new power may be found under the new Article 30Booiuced by virtue of Act VII of 2010.(se
Appendix I11.1)

The monitoring powers granted to the AG and theUFl#ave different objectives, which complemg
each other. The monitoring powers granted to theUFassist the FIAU in conducting its analysis
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e
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STRs, especially in determining whether a reasenabspicion of ML/FT exists, since a determination

on whether a suspicion of ML/FT exists may onlydstablished on the basis of information gathe
from the monitoring of an account over a periodtiofe. On the other hand, the monitoring pow
granted to the Attorney General are intended ds\astigative tool. These powers also enable theté\
fulfil requests by relevant foreign authoritiesmonitor specific accounts.

During the period under review, the Prevention obrnidy Laundering and Funding of Terroris
Regulations (L.N. 180 of 2008)(“PMLFTR")(see Appeéndll.3) were also subject to an amendme
Through this amendment, the scope of the applicaifathe PMLFTR was extended to capture cap|
insurance licence holders and protected cell compaihe inclusion of these licence holders withie

sred
ers

I~
I
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nt.
tive

definition of ‘relevant financial business’ tookapk following a consultation process with the Malta

Financial Services Authority (“MFSA”") where it wasncluded that such entities posed a risk of bg
misused for ML/FT purposes and should thereforeuigect to the obligations under the PMLFTR e
though they do not fall within the scope of Dirget2005/60/EC.

Another important development in the AML/CFT fiedds the issuance by the FIAU for consultation
an updated version of the Procedures Implementirgy Rrovisions of the Prevention of Mon
Laundering and Funding of Terrorism Regulationgn@lementing Procedures”). The Implement
Procedures, which apply to both the financial dr&rton-financial sectors, were issued for a coasoit
period which ended on $®ctober 2010. It is expected that the documenighwhill constitute the first
part of the process, will be finalised and issugdhe end of the year, after due considerationvergto
the feedback received from subject persons, reprasee bodies and supervisory authorities. Onae 1P
of the Implementing Procedures is issued, Partlisector-specific implementing procedures will
prepared by all the bodies representing subjectopsrand after having been reviewed and endorsé
the FIAU will be annexed to Part | and form partaotomprehensive document. Work is already
progress on Part Il.

The Implementing Procedures will be issued underpiovisions of the PMLFTR and are intended
assist subject persons in understanding and fffitheir obligations under the PMLFTR. Regulatioh
of the PMLFTR stipulates that such implementingcedures will be mandatory and binding on
subject persons and shall have the force of lawbjeBt persons who fail to comply with th
Implementing Procedures will be liable to an adstnaitive penalty in terms of the law. Additionaltiie
PMLFTR (Regulation 4(6)) state that a court stetktinto consideration the Implementing Procedinre
determining whether a subject person has compligdtihe obligations emanating from the PMLFTR.

Other legislative developments which are worth negiig are: (1) the implementation, through Le
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Notice 464 of 2010 (see Appendix l11.4), of Counfeiamework Decision 2006/783/JHA df ©ctober
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2006 on the application of the principle of mutwetognition to confiscation orders as amended by
Council Framework Decision 2009/299/JHA of"2Bebruary 2009 and Council Framework Decision

2005/212/JHA of 24 February 2005 on ConfiscatiorCoime-Related Proceeds, Instrumentalities

Property; and (2) The amendment, by virtue of LN462010 (see Appendix III.5), of LN397 of 2007

and

(see Appendix Il1.6), through which the right tsug a cross-border freezing order was extendedhdeyo

the Criminal Court to all courts of criminal juriston.

On an institutional level, it is worth noting tite FIAU has continued the process of strengthebatil
its financial analysis as well as its compliancetis@s. A recruitment process was initiated to gregan

additional financial analyst to complement the ficial analysis section which was previously comgdse
of three analysts. Additionally, this year an apgion for funds was submitted to the European binio
Commission for a grant to cover the costs for thplémentation of an electronic system (Go AML)
which is aimed at facilitating and enhancing theaficial analysis of suspicious transaction reports
(“STRs"). The FIAU had already applied for suchrgsain 2009 but the application was not entertained

It is hoped that the new application will receivEa@ourable response in order for the FIAU to achiis
aim of further enhancing the tools and systems faeits analysis function.

A recruitment process was also carried out to emgagompliance officer to further strengthen

the

compliance section which previously consisted af templiance officers. Although, the arrangements

for compliance monitoring purposes between the Flatdl the MFSA and Lotteries and Gam

ng

Authority (“LGA”") respectively are still in placayhereby the MFSA and the LGA respectively act as an
agent of the FIAU for the purposes of compliancenitaoing, the FIAU, through its compliance section,
is taking a more active role in the monitoring obgct persons to ensure compliance with the PMELTR

including those subject persons that are not sulifea supervisory authority. In fact, as well
accompanying the officers of the MFSA when an aa-sompliance visit is conducted, the complia
officers of the FIAU have themselves conductedmlmer of focussed compliance visits.

In relation to the compliance monitoring functiditlee FIAU it is worth mentioning that a system e
implemented as from®1January 2011 whereby every subject person is égdo submit an annu
compliance report (the first being for 2010) toiststhe FIAU in conducting its off-site complian
functions as well as to compile statistics and r@gdn order to review the effectiveness of the ARIET

as
ce

A
Ce

regime in Malta. This report ensures that the Figdthers such information on a systematic and timely

basis. The annual compliance report requires theptetion of general details on the subject persas
well as other information whictinter alia, includes information on STRs submitted internalhd to the

5,

FIAU; an overview of the policies and proceduresidernal control, risk assessment, risk management

and compliance management established by the subgeson and their effective implementation;

an

overview of the manner through which the MLRO woblve assessed internal compliance, incluging

overall oversight by the internal audit functioighiighting any non-compliance findings that mayéa
been identified and corrective measures taken doagly; and information concerning the AML/CHT

training attended by the MLRO and, where applicabisignated employees, and AML/CFT train
provided to staff members.

ng

Another important development from a compliancespective was the setting up of a procedure after

discussions held with the MFSA whereby applicantthe process of obtaining a license to operate
credit institution or a financial institution in drom Malta, would meet representatives of the Flfa
explain the proposed set-up and the internal ctsntmod compliance procedures to be introduced.
development enables the FIAU to be in a positioagsess the structures proposed for compliance

as

This
with

the relevant legislation before the operations altucommence. The FIAU also reviewed the

guestionnaires and check-lists used by the MFSAtamd.GA in the course of on-site examinations
has made a series of recommendations most of wiech taken on by the respective authorities togh
these documents in line with the PMLFTR.
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One last point to be mentioned relates to the narob&IL convictions in Malta. Since the adoption

the First Progress

several convictions. Additionally, as shown in tiables provided in Section 5 below the numbe

investigations has
enforcement and |

prosecution of money laundering cases is producimgrete results.

Report a number of cases haste bi@ught before the Maltese Courts resulting in

also increased. This clearlycatds that the collective effort by prosecutoesy
udicial authorities in recent gear allocate more resources to the investigatiuh

2.2.

Core Recommendations

Please indicate improvements which have been nmradespect of the FATF Core Recommendations
(Recommendations 1, 5, 10, 13; Special Recommemdali and 1V) and the Recommended Action Plan

(Appendix 1).

Recommendation 1 (Money Laundering offence)

Rating: Largely compliant

Recommendation o

f More emphasis should be placed on securing finahviotions on mone

the  MONEYVAL laundering.
Report
Measures reporte( The scope of the definition of ‘money laundering’drticle 2 of the Act has been

as of 8 Decembe
2008 to implemen
the

Recommendation o

widened to also cover the mesespicionfurther toknowledgethat property ig

derived directly or indirectly from criminal acttyi This amendment transpose
I

article 9.1.c of the 2005 Council of Europe Coni@niand it is hoped that it wil
increase the possibility of securing convictions.

the Report
Measures taken to| Since the adoption of the First Progress Repaogtntimber of ML final conviction
implement the | handed down by the Maltese Courts has continuethdease as indicated

recommendations
since the adoption
of the first progress
report

Section 5 of this report.

Recommendation o
the MONEYVAL
Report

f A greater willingness to draw inferences from objex facts and circumstances

appears necessary to secure money laundering dwnsg effectiveness issue).

Measures reporte
as of 8 Decembe
2008 to implemen
the

Recommendation o

Investigators, prosecutors and judges are showinge@sing willingness to dra

W
such inferences. This is evident from the rise ofspcutions initiated. More
te

importantly, as indicated in the introductory paftthis Report, since the on si
visit in 2005 there have been two convictions fasney laundering and one ¢
tipping off.

the Report
Measures taken to| The willingness by the judiciary in Malta to dramferences from objective facts
implement the | and circumstances is clearly demonstrated in teeTdae Police vs Sakienah Bint

recommendations
since the adoption
of the first progress
report

Mat Lazin DayangCourt of Magistrates as a Court of Criminal Jutlica, 23’
November 2009). In this case the court specificedligrred to the provisions of

Article 2(3)(a) of the PMLA (see Appendix lll.1),hich states that a court may

convict a person of a ML offence even in the abseasfa judicial finding of guilt

in respect of the underlying criminal activity. fact, in the above-mentioned case

notwithstanding the fact that the court did notéhany concrete evidence of th
underlying criminal activity, it based its determ@iion on a number of objective

facts and circumstances surrounding the case.
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Recommendation o
the MONEYVAL
Report

f More priority should be considered to the invedtigim and prosecution of mong

laundering based on foreign predicates given thellef domestic profit generatin
offences.

Measures reporte
as of 8 Decembe
2008 to implemen
the

Recommendation o
the Report

Irrespective of the profit generated and of thentguwhere the predicate offen
has been committed, money laundering cases areutidy investigated an
prosecuted. In terms of law, the definition of feimal activity’ means any activity
whenever or wherever carried out, which under @& bf Malta means an
criminal offence.

Measures taken to
implement the
recommendations
since the adoption
of the first progress
report

As stated in the First Progress Report, equal eriplmplaced on the investigati
and prosecution of ML cases irrespective of whether predicate offence wg
committed in Malta or outside Malta. In fact, soofethe ML convictions hande
down by the Maltese courts concerned a foreigronatiwith the predicate offeng
having an international element. Moreover, a numdfecases currently undg
investigation either concern foreign nationals & eelated to a predicate offen
committed outside Malta.

(other)
since

changes
the  first
progress report
(e.g. draft laws,
draft regulations
or draft “other
enforceable

means” and other
relevant initiatives)

Please refer to the introductory comments undee@@ments above.

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

Rating: Largely compliant

Recommendation o

f The Regulations’ reference to trust principals dmheficiaries could lend itself o
e

the  MONEYVAL | an interpretation that it is an option to identiéjther the trust beneficiary or th
Report settlor (not both).
Measures reporte( Regulation 7(3)(e) of the 2008 Regulations now Hjpedly states that the applica

as of 8 Decembe
2008 to implemen
the

Recommendation o
the Report

for business must disclose the identity of the Leia¢ owners, his principal, an
the trust settlor and produce the relevant autbatedl identification documentatiq
before undertaking any businessMoreover, the disclosure procedures i
obligations remain applicable to any eventual clkanig beneficial ownership ¢
principal

Measures taken to
implement the
recommendations
since the adoption
of the first progress
report

The draft Implementing Procedures provide furthdarifications on theg
interpretation of Regulation 7(3) and state thargafrom verifying the identity o
the trustee and the protector, where applicablgiestipersons shall not underta
any business with or provide any service to theté®, in relation to a trust, unle
the trustee discloses the identity of the bendfmimers and the identity of the tru
settlor as well as producing the authenticatedtifiestion documentation of suc
persons. Additionally, the subject person must enshat the trustee keeps t
subject person informed of any changes in the ligakbwnership.

Recommendation o
the MONEYVAL
Report

f For life and other investment linked insurance, biemeficiary under the policy
identified but not verified.

Measures reporte
as of 8 Decembe
2008 to implemen

In the definition of ‘beneficial owner under Regtibn 2(1)(e) of the 200
Regulations, in the case of long term insurancénbas the beneficial owner sh
be construed to be the beneficiary under the polRggulation 8(1) consequent

18

34
g

y

i

3
all

ce
d

DN
1S
d

e

I
ce

nt
d

n

hnd

=

ke

Ss
St
h
he

n

ly



the
Recommendation o
the Report

requires the verification of the identity of thenleéicial owner as appropriat
However, Regulation 8(3) of the 2008 Regulatiorstest that in relation to lif
insurance, subject persons are required to veriydentity of the beneficiary und

has been established This is in accordance with the relevant provisiofithe EU
Third Directive and the FATF 40.

Measures taken to
implement the
recommendations

since the adoption
of the first progress

The position provided in the First Progress Repolitbe further strengthened b
the interpretation given in the draft Implementifyocedures, where it

specifically stated that the beneficiary of a liémd other investment linke
insurance policy is to be considered to fall witlire definition of a beneficig

the policy albeit the verification may be completter the business relationshi

(D~ (D

report owner. Regulation 7 of the PMFLTR then clearly estathat subject persons have a
duty to identify and verify the identity of benafitowners.
Recommendation of The general identification limit of MTL 5000 (EURIQ 650) applies to occasional
the  MONEYVAL | wire transfers which is higher than the exceptionthe purposes of SR VII (Euro
Report 1000).
Measures reporte( Although the European Union Regulation 1781/200616f November 2006 on
as of 8 Decembe information on the payer accompanying transfer wids appliesde facto as
2008 to implement domestic legislation for wire transfers, yet Retjola 7(11) reiterates this
the . obligation for financial institutions to comply withe EU Directive and Regulatign
tl?]eecgrggindatlon 9 7(12) imposes administrative penalties for non-ciianpe. Moreover, with respec
to occasional transactions that involve a monaysfiex or remittance, the definitign
of ‘Case 3’ (single large transaction) under Reuia2 (1) sets the threshold |at
€1,000.
In addition, Regulation 4 of the 2008 Regulationgtfer requires that no subjgct
person shall form a business relationship or camtyan occasional transaction with
an applicant for business unless the subject persomtainsnter alia customer due
diligence measures.
Finally, Regulation 7(5) requires the applicatiofi @ustomer due diligence
measures in all Cases 1 — 4 as defined in Regn$afio
Measures taken to| The recommendation has been fully implemented &slee in the First Progress
implement the | report and no further measures were required taken since then.
recommendations
since the adoption
of the first progress
report
Recommendation of There is no requirement in the Regulations for amgacrutiny of transactions ar
the  MONEYVAL | requirement to ensure the CDD-process is kept wfate.
Report
Measures reporte{ Regulation 7(1)(d) states that as part of the CDEasnres the subject person shall
as of 8 Decembel conduct ongoing monitoring of the business relatigp. Regulation 7(2) then
2008 to implement defines this process as including:
tF:‘e dat (a) the scrutiny of transactions undertaken througktivelcourse of the relationship
theeclgr:p:gretn allon 9 t5 ensure that the transactions being undertalenansistent with the subject
person’s knowledge of the customer and of his mssimnd risk profile, including,
where necessary, the source of funds; and
(b) ensuring that the documents, data or informatield by the subject person are
kept up to date.
Moreover, Regulation 7(6) and Regulation 7(7) regjuhe ongoing or repeated

customer due diligence process to ensure thatrtfleemation held is kept up t

(@)

date.
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Measures taken to
implement the
recommendations
since the adoption
of the first progress
report

In addition to the provisions referred to in thesEiProgress Report, the drg
Implementing Procedures provide practical explamstion the manner in which th
obligation of ongoing monitoring set out in the PMIR is to be undertaken K

the source of funds and source of wealth are iddified.

Recommendation o
the MONEYVAL
Report

f With the exception of non-face to face customéesetis no requirement in th

relationships or transactions.

Measures reporte
as of 8 Decembe
2008 to implemen
the
Recommendation o
the Report

As part of the concept of the risk-based approactcustomer due diligeng
procedures, the 2008 Regulations contain a compséhe provision unde
Regulation 11 relating to enhanced customer dugedite measures that must
applied by all subject persons, and therefore dinly the non-bank sector,

situations that, by their nature, can present &drigisk of money laundering ¢
funding of terrorism. Regulation 11 requires theleation of enhanced custom
due diligence measures where the applicant fonkasiis not physically present f
identification purposes (non face-to-face); whemmss-border corresponde

subject persons. The document also includes ameafibn on the manner in whi¢

non-bank sector for enhanced due diligence of higiek customers, busine$

aft
ne

h

or
nt

banking relationships are established; and whesséctions are undertaken |or
relationships are established with politically expd persons. Regulation 11 also
requires subject persons to pay special attentmnnéw technologies and
products/transactions that favour anonymity and tootenter into or continue
correspondent banking relationships with a sheikba

Measures taken to| As explained in the First Progress Report a detaimvision dealing with the

implement ~  the | obligation to carry out enhanced due diligenceitnations which by their nature

recommendations | present a higher risk of ML/FT was introduced byué of the PMLFTR, which is

since the adoption| oqy41ly applicable to both the financial and the-financial sector. In the draft

(r); tgft first progress | | 1 hlementing Procedures, detailed information isvitted on the manner in whigh

P the obligations set out in Regulation 11 are tdrbplemented. For instance, with

respect to non face-to-face relationships, proasiare provided on the manner|in
which certification is to be carried out and on #aglitional documentation that may
be collected by subject persons to satisfy theireoents laid out in the law. With
respect to correspondent banking relationshipspba&sures that banks are required
to undertake are set out in more detail. For irtstaan indication of the measures
that banks must undertake to assess the adequdasffectiveness of the internal
controls of the respondent institution, as well the manner in which senigr
management approval is to be obtained, are provitleel same also applies to the
obligations dealing with politically exposed person

Recommendation of No specific requirement to understand the purposd mtended nature of the

the  MONEYVAL | pusiness relationship.

Report

Measures reporte| As part of the customer due diligence measuregjbgest person must obtajn

as of 8 Decembel information on the purpose and intended naturehefltusiness relationship, such

2008 to implemen
the
Recommendation o

that the subject person is able to establish th&nbas and risk profile of th
customer. This is laid out in Regulation 7(1)(c}td 2008 Regulations.

the Report
Measures taken to| The draft Implementing Procedures specifically mtevfor the information that
implement the | subject persons are required to obtain to satig§yrequirement. This includes:

recommendations
since the adoption
of the first progress

report

(@) the nature and details of the business/occupatipite/ment of the
applicant for business;

(b) the source(s) of wealth (refer to Section 3.1.6);

(c) the expected source and origin of the funds todmal iin the busines
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relationship (refer to Section 3.1.6);

(d) the anticipated level and nature of the activitgttis to be undertake
through the relationship;
(e) inthe case of a business activity, copies of reaad current financig

statements.

(other)
since

changes
the  first
progress report
(e.g. draft laws,
draft regulations or
draft “other
enforceable means”
and other relevant
initiatives)

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

Recommendation o

f The changes recommended for R.5 should be appliBEBP.

the  MONEYVAL
Report
Measures reporte( The 2008 Regulations do not particularly distinguletween the financial sect

as of 8 Decembe
2008 to implemen
the

Recommendation o
the Report

(relevant financial business) and DNFBPs (relewativity) for the purposes of th
application of the obligations under the Regulaiomdeed the term ‘subje
person’ is defined as any legal or natural persamying out ‘relevant financia
business’ or ‘relevant activity’ as defined — thttér comprising all DNFBPs und
the FATF 40. Throughout the Regulations, thenjesiilpersons are consequen
all bound by the same obligations concerning custodue diligence measurg
There are however some additional provisions rgdettb Casino license holders.

Measures taken to
implement the
recommendations
since the adoption
of the first progress
report

The measures mentioned in the First Progress Reapeatly indicate that th
recommendations made following the Third Round &atibn were implemente
by means of the relevant regulations in the PMLFTR.

Recommendation o
the MONEYVAL
Report

f All persons providing company services need todvered by Maltese legislation.

Measures reporte
as of 8 Decembe
2008 to implemen
the

Recommendation o
the Report

Regulation 2 of the 2008 Regulations gives a dafimiof “Trust and compan
service providers” which are considered to be sibpersons under the 20(
Regulations: any natural or legal person who, by wiabusiness, provides any
the following services to third parties:

forming companies or other legal persons;
acting as or arranging for another person to aet @isector or secretary (
a company, a partner of a partnership, or a sinpitesition in relation tq
other legal persons;
providing a registered office, business addressodimer related services fq
a company, a partnership or any other legal pess@nrangement;

acting as or arranging for another person to ac asstee of an expre
trust or a similar legal arrangement;

iv.
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v. acting as or arranging for another person to a@ asminee sharehold

2j.e. part of Recommendation 12.
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for another person other than a company listed onofficial stock
exchange that is subject to disclosure requiremantenformity with the
Financial Markets Act or subject to equivalent intional standards.

Additionally since, as explained to the Plenaryimyrthe MER discussion i
September 2007, in Malta such activities are ofimvided by the legal and th
accountancy professions, persons providing trudtcampany services are cover
in the definition of ‘relevant activity’ in relatioto:

(a) auditors, external accountants and tax advisdmsnvwacting as provided for

paragraph (c) below;

whether by acting on behalf of and for their cli@mtany financial or real esta
transaction or by assisting in the planning or ekea of transactions for the
clients concerning the -

(i) organisation of contributions necessary for ttreation, operation Q
management of companies;
(i) creation, operation or management of trustempanies or simila
structures,
or when acting as a trust or company service pesyid
(d) trust and company service providers not alreamyered under paragraphe),(
(c), (¢) and 0);
(e) nominee companies holding a warrant under thetaMi&inancial Service
Authority Act and acting in relation to dissolvedngpanies registered under t
said Act;
(f) any person providing trustee or any other fidycigervice, whether authorise
or otherwise, in terms of the Trusts and Trustegs A

(c) notaries and other independent legal professiomethien they participate

=]

N

=

=

r

2]
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Measures taken to
implement the
recommendations
since the adoption
of the first progress
report

The position remains as explained in the First Rreg Report where the 20
PMLFTR fully cover this recommendation.

D8

(other)
since

changes
the first
progress report
(e.g. draft laws,
draft regulations or
draft “other
enforceable means”
and other relevant

initiatives)

Recommendation 10 (Record keeping)
I. Regarding Financial Institutions

Rating: Compliant

Recommendation o

f No recommendation.

the  MONEYVAL
Report
Measures reporte

as of 8 Decembe
2008 to implemen
the
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Recommendation o

the Report
Measures taken to
implement the

recommendations
since the adoption
of the first progress
report

Recommendation 10 (Record keeping)
ll. Regarding DNFBP?

Recommendation o

f No recommendation.

the  MONEYVAL
Report
Measures reporte

as of 8 Decembe
2008 to implemen
the

Recommendation o
the Report

(other)
since

changes
the  first
progress report
(e.g. draft laws,
draft regulations or
draft “other
enforceable means”
and other relevant
initiatives)

Recommendation 13 (Suspicious transaction reporting
I. Regarding Financial Institutions

Rating: Partially compliant

Recommendation o

f Attempted transactions are not explicitly covered.

the  MONEYVAL
Report
Measures reporte{ Reporting procedures and obligations are exhaugtom/ered by regulation 15 ¢

as of 8 Decembe
2008 to implemen
the

Recommendation o

the 2008 Regulations. More specifically, Regulati®(6) clarifies and strengthe
the reporting of attempted suspicious transactitmter alia a subject person

obliged to file a report when it knows or suspetigt money laundering or th
funding of terrorism has been, is being or maydramitted or attempted.

the Report
Measures taken to| The measures mentioned in the First Progress Regeatly indicate that th
implement the | recommendations made following the Third Round Eatbn were implemente

recommendations
since the adoption
of the first progress
report

by means of the relevant regulations in the PMLFTRo further changes al
required.

Recommendation o
the MONEYVAL

f No reporting obligation on financing of terroriém

Report

3i.e. part of Recommendation 12.
* Reporting of transactions suspected to be relatatie financing of terrorism was provided for unttee February 2006

revisions of the Pre

vention of ML Regulations anasvin place by the time of the adoption of tHee¥aluation report. All

references to this issue in this progress repanlshbe read in the light of this footnote.

23



Measures reporte
as of 8 Decembe
2008 to implemen
the

Recommendation o

As stated in footnote 3 the obligation to repomaficing of terrorism wa
introduced by LN 42 of 2006 following the on-siteakiation visit, and is now mor
comprehensively covered under Regulation 15 oR0@8 Regulations.

D @

the Report
Measures taken to| The measures mentioned in the First Progress Regpeatly indicate that th
implement the | recommendations made following the Third Round Eatbn were implemente

recommendations
since the adoption
of the first progress
report

[Ny

by means of the relevant regulations in the PMLFTR.

(other)
since

changes
the first
progress report
(e.g. draft laws,
draft regulations or
draft “other
enforceable means”
and other relevant
initiatives)

Recommendation 13 (Suspicious transaction reporting
ll. Regarding DNFBP®

Recommendation o

f Attempted transactions are not explicitly covered.

the  MONEYVAL
Report
Measures reporte{ Reporting procedures and obligations are exhaugtom/ered by regulation 15 ¢

as of 8 Decembe
2008 to implemen
the

Recommendation o
the Report

—+

the 2008 Regulations. More specifically, Regulati®(6) clarifies and strengthe
the reporting of attempted suspicious transactitmter alia a subject person

obliged to file a report when it knows or suspetiat money laundering or th
funding of terrorism has been, is being or maydramitted or attempted.

(%)

Measures taken to
implement the
recommendations

since the adoption
of the first progress

report

The measures mentioned in the First Progress Reggfuately cover thi
recommendation and no further changes are required.

n

Recommendation of No reporting obligation on financing of terrorism

the MONEYVAL
Report
Measures reporte| As stated in footnote 3 the obligation to repamaficing of terrorism was introduced

as of 8 Decembe|
2008 to implemen
the

Recommendation o

by LN 42 of 2006 following the on-site evaluationsit, and is now more
comprehensively covered under Regulation 15 oP0@8 Regulations.

the Report
Measures taken to| The measures mentioned in the First Progress Regeatly indicate that th
implement the | recommendations made following the Third Round Eatibn were implemented Qy

recommendations
since the adoption
of the first
progress report

19%

means of the relevant regulations in the PMLFTR.

5i.e. part of Recommendation 16.
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Recommendation o
the MONEYVAL
Report

DNFBP (effectiveness).

Measures reporte
as of 8 Decembe
2008 to implemen
the
Recommendation o
the Report

degrees. This is understandable considering thermdmce of the financial sector

attached hereunder.

STRs filed by Subject Persons for the years 2003-20

I
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As held by the Malta Delegation in the course @f dliscussions of the Plenary pn
the adoption of the MER in September 2007, it inegally the situation in most
evaluated countries that the number of suspicieports filed by DNFBPs in
relation to those filed by the financial sectomla/ays lower, although to different

f While the reporting duty is generally in place thérave been very few reports from

n

all jurisdictions. Hence this cannot be attribuésdan effectiveness problem to any
one particular jurisdiction. Although this is gealéy still the case it is worth noting
that reports filed by DNFBPs have gradually inceshas evidenced by the chart



Measures taken to
implement the
recommendation
since the adoption
of the first
progress report

The number of reports submitted by DNFBPs has re@easing steadily since th
period covered by the First Progress Report avidest from the table below. |

fact in 2009 18 STRs out of a total of 63 STRs wezported by DNFBPs.

Moreover, as at 19October, 2010, the number of STRs reported by DRE-@Bas|
19. Such figures are significantly higher thanfigeres reported between 2005 a
2008 and are a clear indication that the effortsthiy FIAU to strengthen it
compliance section have started producing concestdts.

2003 2004 2005 2006 2007 2008 2009 Totals

Category of subject persons

Financial Institutions >

Investment Services
Licensees

--mmmm-

T BRI R

IR A R R
I R e
[ ustees arucares [ SR s e e s e s s s
restsengens PO e e s s
IESNEN SN S S I P P
reguatea vttt [ s s e
| company servce provcers® S e e e e s s s s
overs - ] - ] ] e s e a
T TR T T X CRT ER T e

Remote Gaming Companies®

Casino Licensees®

Accounting Professionals”

(other)
since

changes
the first
progress report
(e.g. draft laws,
draft regulations
or draft “other
enforceable

means” and other
relevant initiatives)

Special Recommendation Il (Criminalisation of terraist financing)

Rating: Largely compliant

Recommendation 0

f Clarify that Article 328 B offences cover contriloms used for any purpos

the  MONEYVAL | ((including a legitimate activity), by a terrorigtoup.
Report
Measures reporte( This issue is being re-addressed through propased@dments to the relevant law

as of 8 Decembe
2008 to implemen

e

e

the
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Recommendation o

the Report
Measures taken to| The wording of Article 328B(3) of Sub-Title IVA ofhe Criminal Code (se
implement the | Appendix 111.7) refers to whosoever “...directs, fires, supplies, information

recommendations
since the adoption
of the first progress
report

materials to a terrorist group” without specifyitttat what is contributed needs
be specifically used for an illegitimate purposeeTgeneral interpretation given
this provision is that even contributions for aifiegate activity would fall within
the scope of the offence. Amendments, howevercanently being considered

order to ensure that the wording of the law doddesve any room for a differel
interpretation.

Recommendation o

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

the MONEYVAL
Report
Measures reporte( Vide above.

as of 8 Decembe
2008 to implemen
the

Recommendation o

e
Dr

to
to

- D

h

the Report
Measures taken to| Article 328F (see Appendix Ill.7) states that wheaer receives, provides or invit
implement the | another person to provide money or property forghmoses of terrorism shall |

recommendations
since the adoption
of the first progress
report

guilty of an offence. The phrasivites another person to provids considered tqg
cover the criminalization of indirect funding. laddition, Article 328H (se¢
Appendix 111.7) extends the purview of the offertoealso cover the entering into
becoming concerned in an arrangement as a resulwhath money is mad

eS
e

available or is to be made available to anothesgrerwhich clearly implies that the
criminalization of indirect funding is covered thetsaid provision.
Notwithstanding the above, an amendment to theitaleing considered which
would specifically include the phrase ‘directlyindirectly receives, provides ..." in
Article 328F in order to eliminate any resultanubts.
Recommendation of Assess the effectiveness of the recently (June) 20@8duced terrorist financing
the  MONEYVAL | offences.
Report
Measures reporte( Since 2007 the FIAU has received four suspicioassaction reports related to the
as of 8 Decembe financing of terrorism, three of which have beesseal on to the police for further

2008 to implemen
the
Recommendation o

investigation following the assessment by the FIAU.

the Report
Measures taken to| No further FT reports have been received sincé&ifs Progress Report.
implement the

recommendations
since the adoption
of the first progress

report

(other)
since

changes
the  first
progress report
(e.g. draft laws,
draft regulations
or draft “other
enforceable

means” and other
relevant initiatives)
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Special Recommendation IV (Suspicious transactioreporting)

I. Regarding Financial Institutions

Rating: Non compliant

Recommendation of Mandatory obligation to report suspicious transacs of FT is not in place.

the  MONEYVAL
Report
Measures reporte( As stated in footnote 3 the obligation to repomaficing of terrorism wa

as of 8 Decembe
2008 to implemen
the

Recommendation o

D O

introduced by LN 42 of 2006 following the on-siteakiation visit, and is now mor
comprehensively covered under Regulation 15 oR0@8 Regulations.

the Report
Measures taken to| The measures mentioned in the First Progress Regeatly indicate that th
implement the | recommendations made following the Third Round Eatbn were implemente

recommendations
since the adoption
of the first progress
report

o W

by means of the relevant regulations in the PMLFTR.

(other)
since

changes
the  first
progress report
(e.g. draft laws,
draft regulations
or draft “other
enforceable

means” and other
relevant initiatives)

Special Recommendation IV (Suspicious transactioreporting)

Il. Regarding DNFBP

Recommendation

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

of the

MONEYVAL

Report

Measures reporte] As stated in footnote 3 the obligation to repartafcing of terrorism was

as of 8 Decembe
2008 to implemen
the

Recommendation o

introduced by LN 42 of 2006 following the on-siteafuation visit, and is now more
comprehensively covered under Regulation 15 oR0@8 Regulations.

the Report
Measures taken to| The measures mentioned in the First Progress Regeatly indicate that th
implement the | recommendations made following the Third Round Eatibn were implemented dy

recommendations
since the adoption
of the first
progress report

19%

means of the relevant regulations in the PMLFTR.
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(other)
since

changes
the  first
progress report
(e.g. draft laws,
draft regulations
or draft “other
enforceable

means” and other
relevant initiatives)

2.3.

Other Recommendations

In the last report the following FATF recommendatiovere rated as “partially compliant” (PC) or “non
compliant” (NC) (see also Appendix 1). Please, gpdor each one what measures, if any, have bakent
to improve the situation and implement the suggastifor improvements contained in the evaluation

report.

Recommendation 6 (Politically exposed persons)

Rating: Partially compliant

Recommendation o

f Malta should introduce enforceable means concernthg establishment

the  MONEYVAL | pusiness relationships with PEPs.
Report
Measures reporte{ The concept of PEPs was introduced into Malteseslign through the 2006

as of 8 Decembe
2008 to implemen
the

Recommendation o
the Report

amendments to the 2003 Regulations, immediatelgviadg the completion of
the Third Round evaluation on-site visit in Novemi#2005. The 2008
Regulations have broadened the concept of PEPsdopting the more
extensive definition of PEPSs in the FATF 40 and B Third Directive under
Regulation 2 and Regulations 11(6) and (7). MarecHically, Regulation
11(6) deals with the undertaking of transactiongsiablishment of a business
relationship by a subject person with politicallkpesed persons. This
regulation imposes enhanced measures to be adbgtexibject persons in
undertaking transactions or establishing businedationships with PEPSs.
Enhanced measures include: the approval of semi@mnagement for the
establishment of such a relationship or the unliexgaof transactions; the
maintenance of suitable measures and internal guoes to ascertain the source
of wealth and funds that are involved in these fess relationships or
transactions; and the conducting of enhanced oggeinitoring of the
business relationship.

Regulation 11(8) then states that where a persercéased to be entrusted with
prominent public function for a period of at leastlve months such person sh
no longer be considered as a politically exposesgqre

1 a
all

Measures taken to
implement the
recommendations
since the adoption
of the first progress
report

Although no further measures have been found naoes$s be introduced as th
2008 PMLFTR adequately cover this recommendatiormay be worth furthe
mention that, in addition to the above, the PMLFTR,Regulation 7(9), als
provides for the establishment of a customer aacegt policy which should b
conducive to determine whether an applicant forirtass qualifies as a PEP,
which case the enhanced due diligence measuresuseinder Regulation 11(§

have to be applied. As a minimum such customerpdanee policy should includef

e
I

in

)

28



(a) a description of the type of customer that is fkébd pose higher tha

average risk;

(b) the identification of risk indicators such as thestomer background
country of origin, business activities, produciskéd accounts or activitig

and public or other high profile positions.

The draft Implementing Procedures further explaimétail the implementation o¢f

the measures set out in Regulation 11 of the PMLFTR

=)

[72)

(other)
since

changes
the  first
progress report
(e.g. draft laws,
draft regulations or
draft “other
enforceable means”
and other relevant

initiatives)

Recommendation 7 (Correspondent banking)

Rating: Non compliant

Recommendation o

fNo law, regulation or enforceable guidance on ctbesder corresponden

—

the  MONEYVAL | relationships.
Report
Measures reporte( It must be noted that although, in the opinion leé Maltese authorities, the

as of 8 Decembe
2008 to implemen
the

Recommendation o
the Report

requirements of Recommendation 7 were alreadyahigrttovered through the
Guidance Notes (oem), the 2006 amendments to @ Regulations following
the on-site visit strengthened these obligationsutph the then Regulation 5A.
However the Maltese authorities have given due iderstion to the
MONEYVAL recommendations in this respect. Undee #2008 Regulations
therefore, cross-border correspondent relationsiifis respondent institutions
from a country other than a Member State of the @anity have been further
strengthened and are now regulated by Regulati¢B).1A set of particular
measures must be adopted by the subject persgrincpaut relevant financial
business to ensure that money laundering and fgrafiterrorism are avoided.
Subject persons must have knowledge of and underskee business activities
and reputation of the respondent institution; assése adequacy and
effectiveness of the internal controls for the r&ion of money laundering and
the funding of terrorism; obtain the prior approwékenior management for the
establishment of new correspondent banking relskigs; document their
respective responsibilities for the prevention obney laundering and the
funding of terrorism; and with respect to payaliiestigh accounts be satisfied
that the respondent credit institution has verifiee identity of and performed
on-going due diligence on the customers havingctlecess to the accounts of
the respondent institution and that it is able tovjule relevant customer due
diligence data to that subject person upon request.

Measures taken to
implement the
recommendations

since the adoption
of the first progress

report

In addition to the above, the draft Implementingpd@dures provide detailg
procedures on the manner in which credit instingi@re expected to satisfy t
requirements set out in Regulation 11(3) mentianabe First Progress Report.
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(other)
since

changes
the  first
progress report
(e.g. draft laws,
draft regulations or
draft “other
enforceable means”
and other relevant

initiatives)

Recommendation 16 (DNFBP —R.13-15 & 21)

Rating: Partially compliant

Recommendation o

f Attempted transactions are not explicitly covered.

the  MONEYVAL
Report
Measures reporte{ See reply to Recommendation 13 above.

as of 8 Decembe
2008 to implemen
the

Recommendation o

the Report
Measures taken to| The measures mentioned in the First Progress Regeatly indicate that th
implement the | recommendations made following the Third Round Eatbn were implemente

recommendations
since the adoption
of the first progress
report

by means of the relevant regulations in the PMLFTR.

Recommendation o
the MONEYVAL
Report

f No reporting obligation on financing of terrorism.

Measures reporte
as of 8 Decembe
2008 to implemen
the

Recommendation o

See reply to Recommendation 13 above.

the Report
Measures taken to| The measures mentioned in the First Progress Repeatly indicate that th
implement the | recommendations made following the Third Round &atbn were implemente

recommendations
since the adoption
of the first progress
report

by means of the relevant regulations in the PMLFTR.

[®NNY")

o W

Recommendation o
the MONEYVAL
Report

f Trust Service Providers not being a nominee commairicensed nominee shou
be expressly covered.

Id

Measures reporte
as of 8 Decembe
2008 to implemen
the

Recommendation o
the Report

Regulation 2 of the Revised Regulations gives anifiein of “Trust and company
service providers”: any natural or legal person wimp way of business, providg
any of the following services to third parties:

a) forming companies or other legal persons;
b) acting as or arranging for another person to aet disector or secretary (¢
a company, a partner of a partnership, or a sirpidesition in relation to otheg
legal persons;

<<

£S

nf

—

Dr

c) providing a registered office, business addressotimer related services fq
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a company, a partnership or any other legal persanrangement;

d) acting as or arranging for another person to aa asistee of an expre
trust or a similar legal arrangement;

e) acting as or arranging for another person to aatrasminee shareholder fi
another person other than a company listed on fariabfstock exchange that

subject to disclosure requirements in conformitthwhe Financial Markets Ag
or subject to equivalent international standards.

Additionally since, as explained to the Plenaryimyrthe MER discussion i

5S

-+ W0

September 2007, in Malta such activities are ofiesvided by the legal and the
accountancy professions, persons providing trustcampany services are covered
in the definition of ‘relevant activity’ in relatioto:
(a) auditors, external accountants and tax advisdmsnvwacting as provided for in
paragraph (c) below;
(c) notaries and other independent legal professionghen they participate,
whether by acting on behalf of and for their cliamtany financial or real estate
transaction or by assisting in the planning or exea of transactions for thejr
clients concerning the -
(i) organisation of contributions necessary for ttreation, operation gr
management of companies;
(i) creation, operation or management of trustempanies or similar
structures,
or when acting as a trust or company service pesyid
(d) trust and company service providers not alreamyered under paragraphe),(
(c), () and 0);
(e) nominee companies holding a warrant under thetaM&inancial Services
Authority Act and acting in relation to dissolvednepanies registered under the
said Act;
(f) any person providing trustee or any other fidyciservice, whether authorised
or otherwise, in terms of the Trusts and Trusteets A
Measures taken to| The measures mentioned in the First Progress Repeatly indicate that the
implement ~ the | recommendations made following the Third Round Eatbn were implemented
recommendations | hy means of the relevant regulations in the PMLFNIR further changes have beken
since the adoption necessary.
of the first progress
report
Recommendation of While the reporting duty is generally in place thérave been very few reports from
the  MONEYVAL | DNFBP (effectiveness).
Report
Measures reporte( As held by the Malta Delegation in the course @ discussions of the Plenary pn
as of 8 Decembel the adoption of the MER in September 2007, it isegally the situation in most
2008 to implement evaluated countries that the number of suspici@ports filed by DNFBPs in
e : relation to those filed by the financial sectorals/ays lower, although to different
Eicgzgindat'on 9 degrees. This is understandable considering thendmce of the financial sector jn
all jurisdictions. Although this is generally tthe case it is worth noting that

attached under the reply to Recommendation 13.

reports filed by DNFBPs have gradually increasedewasienced by the chalrt

Measures taken to
implement the
recommendations

since the adoption
of the first progress

Please see comments under Recommendation 13.
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report

(other)
since

changes
the first
progress report
(e.g. draft laws,
draft regulations or
draft “other
enforceable means”
and other relevant

initiatives)

Recommendation 18 (Shell banks)

Rating: Partially compliant

Recommendation o

fMalta should implement provisions with regard topeohibition on financial

the  MONEYVAL | institutions to enter or continue correspondentkiag with shell banks.
Report
Measures  reporte{ Although as claimed by the Malta Delegation attiive of the Plenary discussio

as of 8 Decembe
2008 to implemen
the
Recommendation o
the Report

in this context banks in Malta were already prdiithi through the relevar
provisions of the Guidance Notes (oem), the Maltaséhorities have taken o
board the MONEYVAL recommendations and strengthetigid requiremen
through the specific legislative provisions in tB608 Regulations. As suc

business under paragra@) 6f the definition in Regulation 2 shall not enit&io, or
continue, a correspondent banking relationship wigihell bank.

Regulation 11(4) now states that subject persoms/icg out relevant financial

=)

—

N

n
t
h

Measures taken to
implement the
recommendations
since the adoption
of the first progress
report

The measures mentioned in the First Progress Regetuately cover thi
recommendation.

n

Recommendation o
the MONEYVAL
Report

fFinancial institutions should be obliged to satithemselves that a respondg
financial institution in a foreign country is noepnitting its accounts to be used
shell banks.

pNt
by

Measures reporte
as of 8 Decembe
2008 to implemen
the
Recommendation o
the Report

Regulation 11(4p) states that subject persons carrying out relevaxncial
business under paragram) 6f the definition in Regulation 2 shall take ampriate
measures to ensure that they do not enter intcortinue, a corresponding banki
relationship with a bank which is known to perntstaccounts to be used by a sh
bank.

ng
ell

Other changes

The 2008 Regulations now contain a definition shall bank:

"shell bank" means a credit institution or antifnson engaged in equivalef
activities, incorporated in a jurisdiction in whidh has no physical preseng
involving meaningful mind and management, and whgot affiliated with a
regulated financial group

nt

Measures taken to
implement the
recommendations
since the adoption
of the first progress
report

No further changes have been found necessary iitiaddo what has bee
implemented and stated for the First Progress Repor

(other) changes
since the first
progress report
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(e.g. draft laws,
draft regulations or
draft “other

enforceable means”
and other relevant

initiatives)

Recommendation 21 (Special attention to higher riscountries)

Rating: Partially compliant

Recommendation o

fNo broad requirement to pay special attention tcsibess relationships an

the  MONEYVAL | transactions with persons from countries which @o or insufficiently apply the
Report FATF Recommendations.
Measures reporte| The 2008 Regulations have retained the concepepfitable jurisdiction’ but hayv

as of 8 Decembe
2008 to implemen
the
Recommendation o
the Report

strengthened the application of the concept throughthe Regulations 3
appropriate. Regulation 15(2) specifically regsigibject persons to pay speq
attention to business relationships and transatigith persons, companies a
undertakings, including financial institutions aD8IFBPs, from a jurisdiction tha
does not meet the established criteria of a repabisdiction as defined by th
Regulations. Moreover Regulation 15(3) providesrfeasures that can be tak
by the authorities where a jurisdiction continues to apply or to insufficiently
apply adequate AML/CFT measures.

Additionally subject persons are prohibited from:
a) applying simplified due diligence measures tobaisiness relationships ar
transactions from a non reputable jurisdiction (Eatpon 10(7))

b) relying on persons and institutions from a neputable jurisdiction for th
performance of customer due diligence requirem@egulation 12(11))

c) applying the provisions of disclosure with p&s@nd institutions from a ng
reputable jurisdiction (Regulation 16 (4))

Measures taken to
implement the
recommendations
since the adoption
of the first progress
report

The measures mentioned in the First Progress Reapeatly indicate that th
recommendations made following the Third Round &atdbn were adequate
implemented

(other)
since

changes
the first
progress report
(e.g. draft laws,
draft regulations or
draft “other
enforceable means”
and other relevant

initiatives)
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Recommendation 22 (Foreign branches and subsidias)

Rating: Non compl

iant

Recommendation o

fNo general obligation for financial institutions wh ensures their branches af

o

L

U)Q_

the  MONEYVAL | subsidiaries observe AML/CFT measures consisteht Maltese requirements ar

Report the FATF Recommendations to the extent that hasttgolaws and regulation
permits.

Measures reporte( Regulation 6 of the 2008 Regulations requires fifeninstitutions with oversea

as of 8 Decembe

%)

branches or majority owned subsidiaries to comnataido such entities the

=

34



2008 to implemen
the
Recommendation o

internal AML/CFT procedures and to apply to themtsAML/CFT measures tha
as a minimum, are equivalent to Maltese requirement

the Report
Measures taken to| As already explained in the First Progress Repwt2008 PMLFTR adequate
implement the | cover this requirement.

recommendations
since the adoption
of the first progress
report

Recommendation o
the MONEYVAL
Report

f There is no requirement to pay particular attentimnsituations where branche

Recommendations.

Measures reporte
as of 8 Decembe
2008 to implemen
the

Recommendation o
the Report

Regulation 6 (1) states that subject persons cayrgut relevant financial busine
shall not establish or acquire branches or majodtyned subsidiaries in
jurisdiction that does not meet the criteria forreputable jurisdiction. Thi
regulation is meant to further support the polidytlee banking regulator not
approve the establishment of branches or subsidiami jurisdictions that do not

that, in terms of the Banking Act and other finahdervices legislation, financi
institutions cannot establish an overseas brancsubsidiary unless so authoris
by the regulator (the MFSA) whose policy for sualtharisations includes th
considerations of the AML/CFT situation and ledisia provisions in the
jurisdiction of establishment.

Recommendation o

f Provision should be made that where minimum AML/@uirements of the hon

insufficiently apply the FATF -40. The Maltese Auotities would like to reca%l>

k,

2S
and subsidiaries are based in countries that do ewinsufficiently apply FATH

5S

7]

the  MONEYVAL | and host countries differ, branches and subsidsaiie host countries should &

Report required to apply the higher standard to the exteat local (i.e. host country) law
and regulations permit.

Measures reporte| Regulation 6 (2)(b) requires subject persons tdyamgasures that, as a minimu

as of 8 Decembe
2008 to implemen
the

Recommendation o
the Report

are equivalent to those under the 2008 Regulatimuyarding customer du
diligence and record keeping. In the event thah @aplication is not possible t
subject person shall immediately notify the FIAUdaake additional measures
effectively handle the risk of money launderingttwe funding of terrorism. Shoul
the subject person be unable to take additionakores, the FIAU in collaboratio
with supervisory authorities may order the closafreuch branches or subsidiarie

o ® 3

(other)
since

changes
the first
progress report
(e.g. draft laws,
draft regulations or
draft “other
enforceable means”
and other relevant

The measures mentioned in the First Progress Reapeatly indicate that th
recommendations made following the Third Round Eatibn were implemente
by means of the relevant regulations in the PMLFTR.

initiatives)

[@ NN 2] —
. DQ_O

Reco

mmendation 24 (DNFBP — Regulation, supervisicand monitoring)

Rating: Partially compliant

Recommendatio | More resources needed for monitoring and ensurimgmiance by DNFBPs other than
n of  the| casinos.

MONEYVAL

Report

Measures The FIAU has established its own Compliance Depamtnto develop its compliange
reported as of §
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December 2004
to implement the
Recommendatio
n of the Report

operations.
continue to operate in collaboration with the otbgpervisory authorities with whom the
FIAU has entered into MoUs. This notwithstandingza@ding to the Development Plan
of the FAIU, the number of officers should be iraged by two to a total of three officers

Currently the Department comprises oompliance officer who wil

by the year 2010. To date the FIAU has managed antain a steady ongoing
supervision programme in the financial sector thloits agreement with the MFSA. |It
is worth noting that in accordance with the 200&iRations transposing the EU Third

AML Directive, the FIAU can apply a risk based apgch in monitoring DNFBPs. Tpo
this effect, the FIAU will eventually establish itgéernal risk matrix in order to fulfil this
obligation effectively.

Measures As mentioned in the First Progress Report and énfifst part of this Second Progress

taken to | Report the FIAU is entrusted with the responsipilif monitoring financial and non-

implement  the | financial subject persons to ensure that they angptying with the obligations under the

recommendatio | p\LFTR on an ongoing basis. Since the adoptionhef First Progress Report the

ns since the compliance section of the FIAU has become fullyctional with staff dedicated solely to

adoption of the . o . ) .

first  progress ensurlng_that th(_a PLMFTR ot_)ll_gatlons are beingofeld in practlce._ln fact, a number of

report focused inspection on-site visits have been corduby the compliance section of the
FIAU. As already mentioned the FIAU is in the preseof implementing a system
whereby an annual compliance report is submitteclbgubject persons to the FIAU.
Additionally, the FIAU has held a number of meetingnd conducted seminars wijth
representative bodies of DNFBPs in order to comtiimgreasing awareness.

(other) changes

since the first

progress report

(e.g. draft laws,

draft

regulations or

draft  “other

enforceable

means” and

other relevant

initiatives)

Recommendation 25 (Guidelines and Feedback)

Rating: Partially compliant

Recommendation of CFT issues are not addressed in sector specifidaijnies.

the  MONEYVAL

Report

Measures reporte( In general, this is gradually no longer the cadwotigh its Legal and Compliance

as of 8 Decembe
2008 to implemen
the

Recommendation o

Departments the FIAU is working with the industoycontinue to develop guidelings
based on the 2008 Regulations. Vide for instaneed@ce Notes on the Preventipn
of Money Laundering and Funding of Terrorism’ issu®y the institute of financial
services practitioners in October 2007.

the Report
Measures taken to| As already mentioned the FIAU issued the draft bnmnting Procedures for
implement the | period of consultation which expired on"2@ctober 2010. The document is n

recommendations
since the adoption
of the first progress
report

a
DW
being finalized taking into consideration the comiseand feedback received frgm
associations and bodies representing subject peisdvialta, the MFSA, the LGA,
the Central Bank of Malta and other subject persdnsthe meantime, the
associations and bodies representing subject pettre started a process together
with the FIAU to issue sector-specific proceduresdailed on the Implementing
Procedures of the FIAU, which once finalized wid annexed to the Implementing
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Procedures and form part of a comprehensive docunvéark in this regard is

D

already in progress with some sectors having fiedlitheir contribution.

Recommendation of

The provision of feedback is not fully in line wiile FATF Best Practices Guidelin

the  MONEYVAL | in providing feedback.
Report
Measures reporte( Regulation 14(4) of the 2008 Regulations statestti@ FIAU shall provide subjec

as of 8 Decembe
2008 to implemen
the

Recommendation o

persons and supervisory authorities with timelydfeck on the effectiveness of t
suspicious transaction reports, on other infornmaticeceives from subject perso
and the effectiveness of the statistical data gathdy the FIAU. The FIAU i3
further bound by the Act to provide feedback on ST&& may be requested

D

£S

t

he
ns

by

the Report reporting entities. It is worth noting that earlthis year Malta was assessed on its
feedback procedures by the EU. The results od$isessment were positive.

Measures taken to| There are no further comments to add.

implement the

recommendations

since the adoption

of the first progress

report

Recommendation of No sector specific guidelines for DNFBP.

the  MONEYVAL

Report

Measures reporte( As explained above, these are currently being eblaft

as of 8 Decembe

2008 to implemen

the

Recommendation o

the Report

Measures taken to| Earlier this year sector-specific guidance issugthk Institute of Financial Services

implement ~ the | Practitioners (IFSP) was approved by the FIAU irmte of Article 4(6) of the

recommendations | pMLFTR. The Regulations provide that such GuidaNetes shall be taken into

since the adoption| cqnsideration by the courts in determining whethesubject person has complied

of the first progress | ith the obligations set out in the PMLFTR. Thisidance is intended for legal

report ; .. . . .
professionals when practicing in the area of fim@neervices, accountants, tax
advisors, trust and company service providers ardgms providing trustee or any
other fiduciary service.
Moreover, as explained previously above, the Imgleting Procedures to be issued
by the FIAU are partly under a consultation procass partly still currently being
drafted.

(other) changes

since the first

progress report

(e.g. draft laws,

draft regulations or

draft “other

enforceable means”

and other relevant

initiatives)

Special Recommendation VII (Wire transfer rules)

Rating: Partially compliant

Recommendation of The general identification limit of MTL 5000 (Euid 650) applies to occasional

the  MONEYVAL | wire transfers which is higher than the exceptionthe purposes of SR VII (Euro

Report 1000).
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Measures reporte
as of 8 Decembe
2008 to implemen
the

Recommendation o
the Report

Although the European Union Regulation 1781/200616f November 2006 o
information on the payer accompanying transferunfdf is directly applicable @
part of domestic legislation for wire transferst RRegulation 7(11) reiterates th
obligation for financial institutions to comply wWitthe EU Directive with
Regulation 7(12) imposing administrative penalf@snon-compliance. Moreove
with respect to occasional transactions that irz@vmoney transfer or remittang
the definition of ‘Case 3’ (single large transanjiander Regulation 2 (1) sets t
threshold at €1,000.

Moreover, Regulation 4 of the 2008 Regulationshierrtrequires that no subjg
person shall form a business relationship or camtyan occasional transaction w
an applicant for business unless the subject pers@intaingnter alia customer
due diligence measures.

Finally, Regulation 7(5) requires the applicatiof @ustomer due diligenc
measures in all Cases 1 — 4 as defined in Regntafio

\S
is

rl
€,
he

ct
th

D

Measures taken to
implement the
recommendations

since the adoption
of the first progress

As mentioned in the First Progress Report this uly fcovered by the EU
Regulation 1781/2006 which is mandatory in all MemS8tates.

1)

report

Recommendation ofNo “full” originator information required to acconmgmy cross-border wire
the  MONEYVAL | transfers.

Report

Measures reporte{ EU Regulation 1781/2006 is directly applicable ast mf domestic legislation i
as of 8 Decembe

2008 to implemen
the

Recommendation o
the Report

Malta as an EU Member State. This notwithstanditegulation 7(11) of the 200
Regulations states that subject persons who cartyacofinancial activity unde
‘relevant financial business’ that involves thenster of funds both domestical
and cross-border shall comply with the provisions Regulation (EC) Ng
1781/2006 of the European Parliament and of then€ibaf 15 November 2006 o
information on the payer accompanying transferuofds, as may be in force fro
time to time. In this case article 5 of Regulatiblo 1781/2006 is directly
applicable.

Measures taken to
implement the
recommendations
since the adoption
of the first progress
report

As mentioned in the First Progress Report thisfuly covered by the EU
Regulation 1781/2006 which is mandatory in all MemSBtates.

Recommendation o
the  MONEYVAL
Report

fNo measures taken to ensure enhanced scrutinycofrenmitor for transfers whic
do not contain complete originator information.

Measures reporte
as of 8 Decembe
2008 to implemen
the
Recommendation o
the Report

Articles 8, 9 and 10 of Regulation No 1781/2006directly applicable in this cas
Additionally Regulation 7(12) of the 2008 Regulasostates that a subject pers
who contravenes the provisions of this regulatiorofoRegulation No 1781/200
shall be liable to an administrative penalty of fests than two hundred and fiff
euro (€250) and not more than two thousand fivedretheuro (€2,500) which shg
be imposed by the Financial Intelligence AnalysigtWithout recourse to a cou
hearing.

Measures taken to
implement the
recommendations

As mentioned in the First Progress Report this uy fcovered by the EU
Regulation 1781/2006 which is mandatory in all MemSBtates.

since the adoption
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of the first progress
report

Recommendation o
the MONEYVAL
Report

fNo guidance on batching.

Measures reporte
as of 8 Decembe
2008 to implemen
the

Recommendation o

Articles 7 and 8 of Regulation No. 1781/2006 areatly applicable in this case.

the Report
Measures taken to| As mentioned in the First Progress Report this uy fcovered by the EU
implement the | Regulation 1781/2006 which is mandatory in all MemStates.

recommendations
since the adoption
of the first progress
report

(other)
since

changes
the first
progress report
(e.g. draft laws,
draft regulations or
draft “other
enforceable means”
and other relevant
initiatives)

Special Recommendation VIII (Non-profit organisatians)

Rating: Non compl

iant

Recommendation o

fNo special review of the risks in the NPO sectatartaken.

the  MONEYVAL
Report
Measures reporte( The non-profit organisation sector is now reguldigdhe Voluntary Organisatiors
as of 8 Decembe Act 2007 and the Second Schedule of the Civil Gotteduced in 2007. The FIAU
2008 to implement has made recommendations to the Office of the AépiGeneral to enhance th
tlge _ harmonisation of the Voluntary Organisations Acthwbpecial Recommendation

ecommendation O\, ‘The recommendations are currently under coesition by the Office of the
the Report

Attorney General

Measures taken to| Recommendations for the amendment of Voluntary fisgéions Act 2007 the
implement  the | have been made to the Minister responsible for gdeolicy which are being
recommendations | considered by the legal office within the Ministry.
since the adoption
of the first progress
report
Recommendation of No general guidance to financial institutions astie risks (in the light of Best
the  MONEYVAL | Practice Paper for SR VIII).
Report
Measures reporte| Guidelines are currently being drafted.
as of 8 Decembe
2008 to implemen
the
Recommendation o
the Report
Measures taken to| Guidance has been provided in Chapter 4 of thet dmgflementing Procedurgs

3¢



implement the
recommendations
since the adoption
of the first progress
report

dealing with Mandatory Risk Procedures and the iBiaked Approach.

Recommendation o
the MONEYVAL
Report

f Insufficient legal regulation of NPO sector.

Measures reporte
as of 8 Decembe
2008 to implemen
the

Recommendation o

As stated above the non-profit organisation seistatow regulated by Voluntar
Organisations Act 2007 and the Second SchedulbeoCivil Code introduced i
2007.

<

the Report
Measures taken to| The position remains as explained in the First RrsgyReport
implement the

recommendations
since the adoption
of the first progress
report

Recommendation o
the MONEYVAL
Report

f No specific measures in place to ensure that t@rarganisations cannot pose
legitimate non-profit organisations.

Measures reporte
as of 8 Decembe
2008 to implemen
the

Recommendation o

As stated above the non-profit organisation seistatow regulated by Voluntar
Organisations Act 2007 and the Second SchedulbeofCivil Code introduced i
2007.

the Report
Measures taken to| The position remains as explained in the First RrsgyReport
implement the

recommendations
since the adoption
of the first progress
report

(other)
since

changes
the  first
progress report
(e.g. draft laws,
draft regulations or
draft “other
enforceable means”
and other relevant

initiatives)

2.4.

Specific Questions

Specific Questions raised in the 1st Progress Repi@nd answers given by Malta

1. Has a general power across the financial sebeen introduced to supervise the reporting of ual
business operations involving funds that may bkelinor related to terrorism and the financing
terrorism? Have sanctioning powers been introduicetthe financial sector for failing to report finaimg
of terrorism transactions?

of

40



The FIAU is the entity which has the power to rgeesuspicious reports relating to the funding
terrorism. This power emanates from Regulation fith@ 2008 Regulations. Regulation 15 (15) impq
an administrative penalty on those who fail to ldise and report a suspicion of funding of terroris
Moreover the FIAU remains by law the authority rsgible to supervise subject persons under the
Regulations, which now cover reporting of transawdisuspected to involve the funding of terrorism.

of
ses
5m
P008

2. Have there been any changes to the domestid fegane for freezing assets under SR.III of
internals since the adoption of th& 8valuation report? Have any such orders been niadespect of
EU internals since the adoption of th& 8valuation report?

EU

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

3. Have sanctions been imposed (whether adminigtrabr criminal) specifically for AML/CF1
infringements, at the instigation of financial sEcsupervisors, since the adoption of tfer8port? If so,
please indicate the main types of AML/CFT infringatndetected by financial sector supervisors si
the adoption of the"report.[NB It is not necessary for these purpaseprovide full detailed statistics
but an overview]

nce

Py

Since the adoption of the 3rd Report in SeptemBer 2in the course of its supervisory work, the MF
has detected a small number of AML/CFT relatedngiEments by licence holders. These included m
deficiencies in written AML/CFT procedures, mindrostcomings in aspects of customer acceptsg
policies and in CDD information / documentationg atcasionally shortcomings in training obligatio
The infringements detected were not serious entuglarrant the imposition of fines but rather thguie
of a warning or a reprimand. In all cases the MF8guested the licence holder concerned to redtéy
shortcoming and to comply within an establishecetiperiod and verified compliance through a foll
up on-site visit.

S
inor
Ance
ns

Additional Questions since the I Progress Report

1. Please describe how many investigation, and icbans for money laundering so far relate
autonomous money laundering and how many relateliolaundering. What are the major underlyi
predicate offences involved and how many of thasescinvolve “foreign” predicate offences?

Almost all investigationgor ML relate to self-laundering with the exceptiof just a few. However, it is
difficult to provide exact figures since it is orpgssible to determine whether a case relatedfto se
laundering or autonomous laundering once the ifgegstn is completed. However, it is worth noting
that two_convictionsince the I Progress Report related to autonomous ML.

The major underlying predicate offence remains drafficking, followed by fraud and misappropriatiq
There is quite a substantial number of these cabese the predicate offence was carried out out
Malta.

side

2. Please describe the procedures currently in g@lacensure that action under UNSCRs 1267 and ]
can be taken in respect of so-called EU internals.

1373

Both UNSCR 1267 and 1373 are implemented throughllaotices into Maltese legislation. Leg
Notice 156 of 2002 (see Appendix I11.8) implemetits provisions of UNSCR 1373 while Legal Noti
214 of 1999 (see Appendix 111.9) implements UNSCBE6ZL These Legal Notices are issued under
National Interest (Enabling Powers) Act (Cap.365thef Laws of Malta). These laws do not mak
distinction between so-called EU internals and otiesignated persons. Hence action under the
UNSCRs as implemented into local legislation cao &le taken against EU internals.

jal
ce
the
e a
said

3. What further steps have been taken to devetsy eind publicly known procedures for de-listinglg
unfreezing in the context of SRIII (particularlyrigspect of Essential Criteria 111-6, 111-7, 11l-&nd 111-9).

N

As a Member State of the European Union, Malta tediigis of persons and entities as adopted at EU
level. On this basis we are guided by the listing de-listing procedures of the EU. It should bed
that Malta does not issue unilateral sanctions whigolve national listings. In view of this, theed for
the setting up of domestic listing and de-listimggedures has not arisen.

4. What steps have been taken since the first pesgreport to address the issues set out in
Interpretative Note (IN) to SRVIII (in particular in regpef the measures described in paragraphs 5

the
+ 6

of the IN)?
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A number of recommendations made by the FIAU aiagoeonsidered by the Ministry responsible
social policy with the intention of amending thelMadary Organisations Act.

for

2.5. Questions

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

Directive (2006/70/EC)5

Implementation

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

Please indicate
whether the Third
Directive and the

Implementation
Directive have bee
fully implemented / or
are fully applied and
since when.

The European Union Third Directive and the Impletaton Directive have bee
fully implemented by virtue of the Prevention of Mey Laundering and Funding
Terrorism Regulations of July 2008

(other)
since

change

the first]

progress report (e.d.

draft laws, draft
regulations or draff
“other enforceabls
means” and othe

. No further changes have been found necessarydarbied out since the First
Progress Report.

relevant initiatives)

Beneficial Owner

Please indicate The legal definition of ‘beneficial owner’ in Regtion 2 of the 2008 Regulation fis
L A . . e . . rd . . ..

whether your lega fuIIy_a_Ilgned_wnh t_he deflnl.tIO.I’.l given in tl_1e 3_D|rect|ve. Ir_l addition to the_

definition of | provisions laid out in the definition of thé” Directive, Regulation 2 states that in

beneficial ownerl the case of long term insurance business, the is@lefwner shall be construed fo

corresponds to thebe the beneficiary under the policy — this is irelivith the FATF 40.

definition of

beneficial owner in

the 3% Directive

(please also provide

the legal text with

your reply)

(other) changes The draft Implementing Procedures further elabooait¢he definition of beneficigl

since  the first owner provided in the PMLFTR by providing detailegplanations and graphijc

progress report (e.g.'€presentations to assist subject persons in detiegrwho qualifies as a beneficial

draft laws, draft| OWNer.

regulations or draff
“other enforceabld
means” and othe

6 For relevant legal texts from the EU standards see Appendix II.

” Please see Article 3(6) of th¥ Birective reproduced in Appendix II.
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relevant initiatives)

Risk-Based Approach

Please indicate th
extent to which
financial institutions
have been permitte
to use a risk-base

In terms of Regulation 3, the FIAU may determinattbubject persons who car
on relevant financial business (including thereffirmncial institutions) on a
occasional or very limited basis and where theiittlis risk of money laundering g
dfunding of terrorism shall not be regarded as suhjersons and therefore do 1
dfall within the scope of the 2008 Regulations. Rdgulations (2) to (5) o

ry
R

r
lot
f
n

e

Br
of
S
2d

1%

approach tg Regulation 3 lay down the criteria on which the BlAshall make sucl

discharging certain determination.

of their AML/CFT | Regulation 7 establishes the customer due diligeniteria, with Regulation 7(8

obligations. providing for subject persons to determine the rexté the application of customé
due diligence requirements on a risk sensitivitgibalepending on the type
customer, business relationship, product or trditsac The law further requirg
that subject persons must have internal procedarpkce to apply the risk basg
approach to the satisfaction of the supervisoriiaity — the FIAU.
In this context therefore, subject persons may yaminplified customer du
diligence as far as it is permitted by the critdai@ down in Regulation 10 of th
2008 Regulations. Additionally, as far as appliealdubject persons muapply
enhanced customer due diligence measures in sibgatin accordance wit
Regulation 11 of the 2008 Regulations.

(other) chan . The draft Implementing Procedures dedicate a wtinégter to the application of

ges ! X .

since  the first mandatory risk assessment procedures and theagstdlapproach. The benefits

progress report (e.g.Implementing the risk-based approach and the manmehich it is to be

draft laws, draft implemented are clearly set out in this chapter.

regulations or draff
“other enforceabls
means” and othe

nf

relevant initiatives)

Politically Exposed Persons

Please indicate
whether criteria for
identifying PEPs in
accordance with th
provisions in the
Third Directive and
the Implementation
Directive® are
provided for in your,
domestic legislation
(please also provid
the legal text with

your reply).

. The definition of "politically exposed personsghmpletely reflects the definition

the EU Third Directive and the Implementation Diree.

Definition under Regulation 2: "politically expaspersons" means natural pers

> who are or have been entrusted with prominent pubhctions and shall includ

their immediate family members or persons knowibdéoclose associates of su

persons, but shall not include middle ranking orexjanior officials;

Regulation 11(7) states For the purposes of thaitieh of ‘politically exposed

persons’ -

(a) the term ‘natural persons who are or have betmsted with prominent publi

| functions’ shall

"include the following:

(i) Heads of State, Heads of Government, Minisé&d Deputy and Assista
Ministers and Parliamentary Secretaries;

(i) Members of Parliament;

(i) members of the Courts or of other high-leyabicial bodies whosg

D

)

decisions are not subject to further appeal, exdeptexceptiona

8 Please see Article 3(8) of th¥ Birective and Article 2 of Commission Directive@8I70/EC reproduced in Appendix II.
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circumstances;

(iv) members of courts of auditors, Audit Committear of the boards a
central banks;

(v) ambassadorssharges d’affairesand other high ranking officers in th
armed forces;

(vi) members of the administrative, management aardls of State-owne
corporations, and where applicable, for the purpagesubparagraphs
to (v), shall include positions held at the Comnyror internationa
level;

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

(i) the spouse, or any partner recognised bynatilaw as equivalent to th
Spouse;

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

(i) the parents;

(c) the term ‘persons known to be close associated! mclude the following:

() a natural person known to have joint benefigenership of a body

N

corporate or any other form of legal arrangementaimy other close

business relations with that politically exposedspe;
(ii) a natural person who has sole beneficial owhigr of a body corporate or af
other form of legal arrangement that is known teehéeen established for th
benefit of that politically exposed person.

(other)

since the first

progress report (e.d.

draft laws, draft
regulations or draff
“other enforceabls
means” and othe
relevant initiatives)

changes

D

No other changes have been found necessary tatedoaut since the First
Progress Report.

“Tipping off”

Please
whether the
prohibition is limited
to the transactio
report or also cover
ongoing ML or TF
investigations.

indicatJe

Officials or employees of the FIAU (article 33 dfet Act) and subject persori
supervisory authorities or any official or employeé a subject person or
supervisory authority (Regulation 16 of the 2008)iRations) are prohibited fror
disclosing to the person concerned or to a thirtyp¢hat an investigation is beir]
sor may be carried out, or that information has beemay be transmitted to th
Financial Intelligence Analysis Unit.

Article 4(2) of the Act prohibits any person frorisdosing that an investigation
taking place or makes any other disclosures likelprejudice such investigatig
where an investigation order has been appliedydahé Attorney General.

With respect to the

prohibition of
“tipping off” please
indicate whethe
there are

circumstances wher|
the prohibition is
lifted and, if so, the
details of such
circumstances.

| In transposing the relevant articles under Seiai Chapter IIl of the EU Thirg
Directive, Regulation 16(2) provides that disclesumade under the followin
circumstances shall not constitute a breach ofshiategulation:
(a) disclosures to the supervisory authority relevtarthat subject person or to 13
enforcement agencies in accordance with applidatle
e(b) disclosures by the reporting officer of a subjeetson who undertakes relevg
financial business to the reporting officer of d@stperson or persons undertak
equivalent activities and who form part of the sagneup of companies of th
former subject person, whether situated domesicaithin another Member Staj
of the Community or in a reputable jurisdiction;
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(c) disclosures by the reporting officer of a subjeetson who undertakes activities
under paragrapha)] or paragraphd) of the definition of ‘relevant activity’ to th
reporting officer of another person or persons ua#téng equivalent activities, wh
perform their professional activities whether aspkayees or not, but within th
same legal person or within a larger structure ickvthe subject person belongs
and which shares common ownership, managementnapl@nce control, whether
situated domestically, within another Member Statethe Community or in
reputable jurisdiction;

(d) disclosures between the same professional catefaubject persons referred

to in paragraphb) and paragraptc) in cases related to the same customer and the
same transaction that involves two or more insgtitg or persons, whether situated
domestically, within another Member State of them@uwnity or in a reputable
jurisdiction, provided that such subject persomssabject to equivalent obligations
as regards professional secrecy and personal datiecfion and, provided furthe
that the information exchanged shall only be usedife purposes of the prevention
of money laundering or the funding of terrorism.
(3) The fact that a subject person as referred gubregulation (2] is seeking ta
dissuade a client from engaging in an illegal distishall not constitute a disclosure
in breach of subregulation (1).
(4) Where the FIAU determines that a jurisdictiayesl not meet the criteria of|a
reputable jurisdiction as defined in regulationfatee 2008 Regulations, or where
the FIAU is otherwise informed that a jurisdicti@nnot considered as meeting the
criteria of a reputable jurisdiction, it shall, icollaboration with the relevar
supervisory authorities, prohibit subject persommsnf applying the provisions of
subregulation (2) with persons and institutionsrfrihat jurisdiction.
Moreover, Article 34 (1) of the Act states that flAU, and its officers, employees
and agents, whether still in the service of the Flér not, shall not disclose any
information relating to the affairs of the FIAU of any person, physical or legal,
which they have acquired in the performance ofrtteties or the exercise of their
functions under this Act except:

(a) when authorised to do so under any of the promgspf the Act;
(b) for the purpose of the performance of their dutog the exercise of thejr
functions under the Act;

(c) when specifically and expressly required to daisder a provision of any law.

Article 34 (2) states further that the FIAU may diise any document ¢
information referred to in subarticle (1) to an amgzation outside Malta which in
the opinion of the FIAU has functions similar taogle of the FIAU and which has
similar duties of secrecy and confidentiality assi of the FIAU or to a supervisory
authority in Malta or to a supervisory authoritytgide Malta which in the opinion
of the FIAU has duties similar to those of a sufmamy authority in Malta.

=

—

=

(other) changes$ . . .
since . the first NO other changes have been found necessary tafiedoaut since the First

progress report (e.g.Progress Report.
draft laws, draft
regulations or draff
“other enforceable
means” and other
relevant initiatives)

“Corporate liability”
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Please indicat
whether  corporat
liability can be

applied where ar
infringement is
committed for the
benefit of that legal
person by a perso
who occupies 3
leading position
within legal
person.

that

:

Regulation 5 (1) states that where an offence agttie provisions of Regulation
is committed by a body or other association of @ass be it corporate ¢
unincorporate, every person who at the time ofctiramission of the offence was
director, manager, secretary or other similar effiof such body or association,
was purporting to act in any such capacity, shalgbilty of that offence unless
proves that the offence was committed without ki@wledge and that he exercis
hall due diligence to prevent the commission ofdffence.

L Article 3(4) of the Act states: Where the personnid guilty of an offence g
money laundering under this Act is an officer dfaaly corporate as is referred to
article 121D of the Criminal Code or is a personitig.a power of representation

a
or
e

ed

f
in
or

having such authority as is referred to in thaickrtand the offence of which th
person was found guilty was committed for the biénief part or in whole, of th

to the payment of a fine (multa) of not less thae thousand and one hundred
sixty four euro and sixty-nine cents (€1,164.69) ant more than one million arj
one hundred and sixty-four thousand and six hundned eighty-six euro an
seventy cents (€1,164,686.70).

At

body corporate, the said person shall for the mep®f this Act be deemed to pe
vested with the legal representation of the sandy borporate which shall be liable

nd

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

that

Regulation 5(2) states that without prejudice tbregulation (1), where the offen
is committed by a body or other association of @ess be it corporate ¢
unincorporate, or by a person within and for thedfieé of that body or othe
association of persons consequent to the lack mérsision or control that shoul
have been exercised on him by a person referredgobregulation (1), such bog
for association shall be liable to an administratpemalty of not less than or
thousand and two hundred euro (€1,200) and not rite five thousand eur

s (€5,000). Regulation 5(3) establishes the appbicatf this administrative penall
either as a one time penalty or on a daily cumegdbasis not exceeding €50,000
aggregate.

ly
ne
(0]

y
in

(other)
since

change

the first]

progress report (e.d.

draft laws, draft
regulations or draff
“other enforceabls
means” and othe
relevant initiatives)

5 No other changes have been found necessary tatiedoaut since the First
Progress Report.

DNFBPs

Please specify
whether the|
obligations apply to
all natural and lega
persons trading in al
goods wherg
payments are mad
in cash in an amoun
of € 15 000 or over.

In accordance with the definition of ‘relevant aitti (DNFBPs) in the 200§

Regulations, the following shall be consideredeashbbject persons: natural or le

persons trading in goods whenever payment is madash in an amount equal
| fifteen thousand euro (€15,000) or more whetherttdwesaction is carried out in
I single operation or in several operations whicheappo be linked.

e

—

3
yal
to
a

(other) change

since the first

5 No other changes have been found necessary tatiedoaut since the First
Progress Report.

progress report (e.d.
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draft
regulations or draff

laws, draft

“other

enforceable

means” and other
relevant initiatives)

2.6. Statistics

Money laundering and financing of terrorism cases

a. Statistics provided in the last progress report:

2005
. . Convictions Proceeds Proceeds Proceeds
Investigations Prosecutions . - .
(final) frozen seized confiscated
amount amount amount
cases| persons| cases| persons| cases| persons| cases| (in cases| (in cases| (in
EUR) EUR) EUR)
ML 27 44 3 3 - - 2 - 2 - - -
FT
2006
Investigations | Prosecutions Conyictions Proceeds Progeeds Prqceeds
(final) frozen seized confiscated
amount amount amount
cases| persons| cases| persons| cases| persons| cases| (in cases (in cases (in
EUR) EUR) EUR)
ML 38 51 4 9 - - 12 | 279,525| 12 | 279,525| - -
FT
2007
. . Convictions Proceeds Proceeds Proceeds
Investigations Prosecutions . . .
(final) frozen seized confiscated
amount amount amount
cases| persons| cases| persons| cases| persons| cases| (in cases| (in cases| (in
EUR) EUR) EUR)
ML 32 43 6 9 1 1 8 759,942 8 759,942| 1 -
FT 1 2
2008
. . Convictions Proceeds Proceeds Proceeds
Investigations Prosecutions . . .
(final) frozen seized confiscated
amount amount amount
cases| persons| cases| persons| cases| persons| cases| (in cases| (in cases| (in
EUR) EUR) EUR)
ML 42 54 2 3 2 2 5 985,816 5 318,716 - -
FT 1 2
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b. Please complete, to the fullest extent possible,ettiollowng tables since the adoption of the

first progress report.

2009
Investigations | Prosecutions Con_\/lct|ons Proceeds frozen Proceeds seized Pro_ceeds
(final) confiscated
amount
amount amount :
cases| persons| cases| persons| cases| persons| cases (in EUR) cases (in EUR) cases| (in
EUR)
ML 21 25 9 10 5 5 15| 2,670,811.19 1b 2,670,811.19 -
FT - - - - - - - - - - - -
31.10.2010
Investigations | Prosecutions Conylctlons Proceeds frozen Proceeds seized Prqceeds
(final) confiscated
amount amount amount
cases| persons| cases| persons| cases| persons| cases (in EUR) cases (in EUR) cases| (in
EUR)
ML 19 23 4 7 1 1 6 2,278,098.72,6 g 2,278,098.12,6 -
FT 1 1 - - - - - - - - - -

c. AML/CFT sanctions imposed by supervisory authorities

Please complete a table (as beneath) for admitigrsanctions imposed for AML/CFT infringements in
respect of each type of the supervised entityérfittancial sector (eg, banks, insurance, secsiite).

If similar information is available in respect afpervised DNFBP, please provide an additional ténle
tables), also with information as to the types MIACFT infringements for which sanctions were

imposed.

Please adapt the tables, as necessary, also tatiadiny criminal sanctions imposed on the iniatf
supervisory authorities and for what types of imement.

2007 2008 2009 31.10.
for comparison for comparison 2010
Number of AML/CFT violations
identified by the supervisor
Type of measure/sanction*
Written warnings 1 1
Fines 2
Removal of manager/compliance offiger
Withdrawal of licensd
Other** 1 (verba
warning)
Total amount of fines 2
Number of sanctions taken to the courf Nil
(where applicable)
Number of final court orderp
Average time for finalising a court order
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* Please amend the types of sanction as necesstirgover sanctions available within your jurisdit¢ion

** Please specify

STR/CTR

a. Statistics provided in the last progress report

2005
Statistical Information on reports received by theFIU Judicial proceedings
notifications
reports about cases to law
suspicious opened indictments convictions
. enforcement/
reports about | transactions | by FIU rosecutors
Monitoring transactions P
entities, e.g. above ML FT ML FT
[%)] ()] (] (]
threshold | vy | pr M [er{me | rT | 8 2] g Efl g 2] g &
el 2l 2|1 8| 2|8 2
o [} o [} o [} o [}
o o o o
Commercial banks 39 i
Credit Institutions
Insurance companies 10 -
Notaries - -
Currency exchange
. . o 18 -
Financial Institutions
Broker companies
securities' registrars - -
Investment firms 62 28 61 7] - ; ; ; ; ;
Lawyers - -
Accountants/auditors i -
Company service provide - -
Nominees and Trustees 1 -
Casinos - -
Regulatory Authorities 6 -
Total 75 -
2006
Statistical Information on reports received by theFIU Judicial proceedings
notifications
reports about cases
i to law - _
suspicious opened indictments convictions
. enforcement/
reports about | transactions | by FIU rosecutors
Monitoring transactions P
entities, e.g. above ML FT ML FT
(2] (2] (2] (2]
threshold vy | Fr ML |FT | ML | FT |2 E]l 2 €]l g £ g &
2l 3 2|l 2| s 2
o [} o [} o [} o [}
o o o o
Commercial banks
. o - 72 24 11| 13| - - - - - -
Credit Institutions 43
Insurance companies 2 -
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Notaries - -
Currency exchange
. . o 13 -
Financial Institutions
Broker companies
securities' registrars - -
Investment firms
Real estate agents 1 -
Accountants/auditors -
Company service provide - -
Nominees and Trustees 5 -
Casinos - -
Regulatory Authorities 12 -
Total 78 _
2007
Statistical Information on reports received by theFIU Judicial proceedings
notifications
reports about cases
A to law — _
suspicious opened indictments convictions
. enforcement/
reports about | transactions | by FIU [0SECULOrS
Monitoring transactions P
entities, e.g. above ML FT ML FT
[0} [0} (2] (2]
threshold |y |k M [FT{me | rT | 8 2] g €l g 2] g &
gl 2ld 2|1 &| 2| 8| @
o (] o (] o () o ()
o o o o
Commercial banks 38 1
Credit Institutions
Insurance companies - -
Notaries - -
Currency exchange
. . o 9 2
Financial Institutions
Broker companies
securities' registrars 4 - s | g - g ay o
Investment firms T T
Lawyers 1 -
Accountants/auditors 4 -
Company service provide - -
Nominees and Trustees 2 -
Casinos - -
Regulatory Authorities 2 -
Total 60 3
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2008

Statistical Information on reports received by theFIU Judicial proceedings
notifications
reports about cases
.- to law - _
Suspicious opened indictments convictions
: enforcement/
reports about | transactions | by FIU rosecutors
Monitoring transactions P
entities, e.g. above ML FT ML FT
(] 0 (] ()]
threshold 1wy | pr M |FT | ML | FT [ 8 El g E]l g £ g &
e 2|l @ 2| | 2| @ | 2
o [} o [} o [} o [}
o o o o
Commercial banks 39 1
Insurance companies - -
Notaries - -
Currency exchange 13 -
Broker companies - -
Securities' registrars 2 -
Lawyers 1 -
. 56 | 1 40 - 2 | 2 - - 2 | 2 - -
Accountants/auditors - -
Company service providers - -
Nominees & Trustees 2 -
Casinos (Betting Companie 2 -
Others (please specify
and if necessary add - -
further rows)
Total 59 1

b. Please complete, to the fullest extent possible gtifiollowing tables since the adoption of the
1* Progress Report

Explanatory note:

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

The list of entities under the headinmdnitoring entitie$ is not intended to be exhaustive. If your
jurisdiction covers more types of monitoring eettithan are listed (e.g. dealers in real estapergisory
authorities etc.), please add further rows to thiddes. If some listed entities are not covered as
monitoring entities, please also indicate thishe table.

The information requested under the headidgdicial proceedingsrefers to those cases which were
initiated due to information from the FIU. It is tnsupposed to cover judicial cases where the FIy on
contributed to cases which have been generatethiey bodies, e.g. the police.

“Cases openédrefers only to those cases where an FIU does rttwae simply register a report or
undertakes only an IT-based analysis. As this iflea8on is not common in all countries, pleasarity
how the term “cases open” is understood in youisglction (if this system is not used in your
jurisdiction, please adapt the table to your cousgprecific system).
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2009

Statistical Information on reports received by theFIU

Judicial proceedings

Monitoring
entities, e.g.

reports about
transactions
above
threshold

reports about
suspicious
transactions

cases
opened
by FIU

notifications
to law

enforcement/

prosecutors

indictments

convictions

ML FT

ML |FT

ML FT

ML FT

S
T

T

cases
persons
cases

persons

cases =
persons
cases

persons

Commercial banks
Credit Institutions

26 -

Insurance companies

Notaries

Currency exchange
Financial Institutions

(o3}
1

Broker companies
Investment firms

Financial Markets

Lawyers

Accountants/auditors

Company service provide

Nominees & Trustees

Online betting companies

Land-based casinos

Real estate agents

Supervisory authorities

Others

AIWOINIRP|IW|IN[W[BAIDNW| DN
1

Total

(o2}
w

53 -

18 -

31.10.2010

Statistical Information on reports received by theFIU

Judicial proceedings

notifications

reports about | cases t0 law
suspicious opened enforcement/ indictments convictions
o reports about | transactions | by FIU rosecutors
Monitoring transactions P
entities, e.g. above ML FT ML FT
threshold ) 0 0 0
ML | FT |ML |[FT (ML |FT 21 518 5|18 5| 8|5
(2] n (2] 1) %) n 0 n
[] —_ M —_ o] —_ o] —
o (] o (] o () o ()
o o o o
Commercial banks
. S 28 - 47 - 34 - - - - - - - - -
Credit Institutions
Insurance companies 3 -
Notaries - -
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Currency exchange
Financial Institutions

IS

Broker companies
Investment firms

N

Financial markets

Lawyers

Accountants/auditors

Company service providers

Nominees & Trustees

Online betting companies

Land-based casinos

Supervisory authorities

Regulatory authorities

Others

PR (NRP|RRWO|W| W

Total

D
o

3.  Appendices

3.1.

APPENDIX I - Recommended Action Plan to Improve the AML / CFT System

FATF 40+9 Recommendations

Recommended Action (listed in order of priority)

1. General

2. Legal System and Related
Institutional Measures

Criminalisation of Money More emphasis should be placed on securing final

Laundering (R.1 and 2) convictions on money laundering.
A greater willingness to draw inferences from
objective facts and circumstances appears
necessary to secure money laundering convictions
(effectiveness issue).
The evaluators advise to set out in legislation or
guidance that knowledge (the intentional element)
can be inferred from objective factual
circumstances.
More priority should be considered to the
investigation and prosecution of money laundering
based on foreign predicates given the levell of
domestic profit generating offences.
To provide for the confiscation of assets of a llgga
entity at least where it is shown to have benefjted
from money laundering.

Criminalisation of  Terroris Clarify that Article 328 B offences cover
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Financing (SR.II)

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

e

005

Confiscation, freezing and seizing Practice on third party confiscation should |be
of proceeds of crime (R.3) developed.
Consider prolongation of the 30 days attachment
order to deal with a translational dimension where
e.g. the suspect is within Malta, particularly for
money laundering offences dealing with foreign
predicates.
More statistics on provisional measures and
confiscation is needed.
Freezing of funds used for terrorist Clarify that domestic action in relation to Europea
financing (SR.III) Union internals and on behalf of other jurisdicign
have been taken.
Guidance and communication mechanisms with| the
non-financial sector and DNBF need to |be
developed.
Development of a clear and publicly known
procedure for de-listing and unfreezing is needed.
The Financial Intelligence Unit
and its functions (R.26, 30 and 32
Law enforcement, prosecution and More emphasis should be placed on Police
other competent authorities (R.27, generated money laundering cases by proactive
28, 30 and 32) financial investigation in major proceeds-

generating cases.

More officers should be trained in modern finan¢

investigation.

Focused money laundering training should
provided.

An increase in the resources of the Mot
Laundering Unit should be a priority.

More trained financial investigators are requi
either in the Money Laundering Investigation U
or separately for major enquiries.
Special training or educational
provided for judges and courts concerning mo
laundering and terrorist financing offences shag
be provided.
Statistics be kept about the number of spe
investigative techniques used in money launde
investigations.

ial

be

ey

red
nit

programmes

ney
uld

cial
ring

3. Preventive MeasuresH
Financial Institutions

3.1 Risk of money laundering ¢
financing of terrorism

br

3.2 Financial institution secrecy

DI
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confidentiality (R.4)

3.3 Customer due
including enhanced or
measures (R.5, R.7)

diligence,
reduced

The requirements under Regulation 7 (5) (b) make

reference to the identification of the “trd

st

beneficiaries or of his principal, as the case may

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

For life and other investment linked insurance,
beneficiary under the policy should be verified.
Specific requirement should be provided in
Regulations for financial institutions to obt3

information on the purpose and intended nature

the business relationship.
The Maltese authorities should introdu
requirement in the Regulations for ongoing scrut

to ensure that

S
the
the
in
of

ce
iny

of transactions or requirement to ensure the CPD-

process is kept up to date.

Enhanced due diligence for higher risk customers,

business relationships or transactions should

be

introduced. Non-face to face customers are already

covered by the regulation.

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

3.4 Politically
persons(R.6)

expose(

)

The Maltese AML/CFT system should introdu

implements

ent

ce

enforceable measures concerning the establishment

of business relationships with politically expog
persons (PEPs).

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

to

Third parties and introducers (R.

0)

Record keeping and wire transfer

rules (R.10 and SR.VII)

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

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

Malta should take measures to ensure that fina
institutions conduct enhanced scrutiny of &
monitor for suspicious activity funds transfe
which do not contain
information.

Guidance on batching should be issued.

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

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

complete originator

ed

nd
any

ncial
and
BrS

orth
X,

ha
se,
r

55



last 5 years.

There should be a specific requirement on
financial institutions to examine the backgroy
and purpose of transactions (with persons fronm ¢
countries which do not or insufficiently app
FATF Recommendations) which have no appal
economic or visible lawful purpose, and set
their findings in writing and to make them avaika
for the competent authorities.

the
nd
DI i
ly
rent
out
D

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

4,

The AML law or Regulation should clearly provi
for attempted suspicious transactions to be rego
The reporting obligation should also coy
financing of terrorism.

The issue to empower the customs to stop
person and restrain currency etc. until the Pg
arrive should be addressed.

To consider whether the Central Bank gateway
the FIU to Customs data is adequate in practice,

le
rte
er

the
lice

for

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

Y

v

Malta should implement an explicit obligation
require financial institutions to ensure that th
foreign branches and subsidiaries obse
AML/CFT measures consistent with the Maltg
requirements and FATF recommendations.
should add provisions to clarify that particu
attention has to be paid to branches and subsdi
in countries which do not or insufficiently apphet
FATF recommendations and that the hig
standard has to be applied in the event that
AML/CFT requirements of the home and h
country differ.

to
eir
rve
)se
It
ar
ari

her
the
DSt

The supervisory and oversig
system — competent authorities 4

ht
nd

SROs Roles, functions, duties and

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

Sanctioning powers should be introduced for fail
to report financing of terrorism transactions.
A general power across the financial sector,

ing

to

supervise reporting of unusual business operations

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

to
be

Shell banks (R.18)

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

continue correspondent banking with shell banks.

Financial institutions should be obliged to sati
themselves that a respondent financial instituitio
a foreign country is not permitting its accounts
be used by shell banks.

D a

Financial institutions — market
entry and ownership/control (R.238)
Ongoing supervision and Regulatory and supervisory measures on CFT |

monitoring (R23, 29)

to be provided.

need

AML/CFT Guidelines (R.25)

Sector specific guidance CFT needs to be provid
The provision of feedback should be fully in li

ed.
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with the FATF Best Practice Guidelines
providing feedback.

Money or value transfer services

See the changes recommended under R5 an

d SR

(SR.VI) VIL.
4. Preventive Measures A
Designated Non-Financial

Businesses and Professions

Customer due diligence
record-keeping (R.12)

and

The changes recommended for Recommendation 5,

6 and 11 for financial institutions should be apgli

also to DNFBP.
All persons providing company services need td
covered by Maltese legislation.

be

Monitoring of transactions an
relationships (R.12 and 16)

Trust Service Providers not being a nominee

company or licensed need to be covered.

(R.13)  Requirements under Recommendation 13 should
apply to DNFBP, subject to the qualifications|in
Recommendation 16.

Regulation,  supervision and ¢ Sanctioning powers should be introduced also| for

monitoring (R.17, 24-25) DNFBP for failing to report financing of terrorism
transactions.

* It is recommended that more resources are needed
for monitoring and ensuring compliance by
DNFBPs other than casinos..

» Sector specific guidance needs to be provided.

Other designated non-financial < The examiners recommend that consideration needs

businesses and professions (R.20) also to be given to extending coverage to those
DNFBP that are at risk of being misused for
terrorist financing as well as money laundering.

« Equally the DNFBP coverage should be kept under
review to ensure that all non-financial businegses
and professions that are at any given time ataigk
being used for ML are regularly being considered
for coverage in the PMLR.

5. Legal Persons and
Arrangements and
Non-profit Organisations
Legal Persons—Access to
beneficial ownership and contrpl
information (R.33)
Legal Arrangements—Access |[tO
beneficial ownership and contrpl
information (R.34)
Non-profit organisations (SR.VIII
6. National and International
Co-operation
National Co-operation and
Co-ordination (R.31)
The Conventions and UN Specjal < Confiscation third party provisions need developing
Resolutions (R.35 and SR.I) and there are reservations in respect of the thirty

57



day attachment orders in enquiries with
transnational dimension.

The broad preventative measures set out in
Palermo Convention are generally covered
greater specificity on the concept of benefig
owner would improve compliance with A.7 of th
Convention.

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

A clear and publicly known procedure for de-listi
and unfreezing needs to be developed.
Preventive obligations under A.18 TF Convent
need fully implementation (e.g. the implementat
of SR.VII in the context of international wif
transfers).

Mutual Legal Assistance (R.32,
36-38, SR.V)

Extradition (R.32, 37 and 39,
and SR.V)

Other forms of co-operation
(R.40 and SR.V)
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3.2. APPENDIX I - Excerpts from relevant EU Directives

Excerpt from Directive 2005/60/EC of the European Brliament and of the Council, formally
adopted 20 September 2005, on the prevention of thise of the financial system for the purpose of
money laundering and terrorist financing

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

(6) "beneficial owner" means the natural person{sd ultimately owns or controls the customer and/or
the natural person on whose behalf a transacti@ctority is being conducted. The beneficial owskeall

at least include:

(a) in the case of corporate entities:

(i) the natural person(s) who ultimately owns omtcols a legal entity through direct or indirect
ownership or control over a sufficient percentadgeth® shares or voting rights in that legal entity,
including through bearer share holdings, other thaompany listed on a regulated market that igestib
to disclosure requirements consistent with Commyuleigiislation or subject to equivalent internationa
standards; a percentage of 25 % plus one shaildoshddéemed sufficient to meet this criterion;

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

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

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

(ii) where the individuals that benefit from theyd arrangement or entity have yet to be determitied
class of persons in whose main interest the legahgement or entity is set up or operates;

(iiif) the natural person(s) who exercises contr@ra25 % or more of the property of a legal arranget

or entity;

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

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

Excerpt from Commission directive 2006/70/EC of 1 Agust 2006 laying down implementing
measures for Directive 2005/60/EC of the EuropeanaPiament and of the Council as regards the
definition of ‘politically exposed person’ and thetechnical criteria for simplified customer due
diligence procedures and for exemption on groundsfoa financial activity conducted on an
occasional or very limited basis.

Article 2
Politically exposed persons

1. For the purposes of Article 3(8) of DirectiveOB060/EC, "natural persons who are or have been
entrusted with prominent public functions" shattlude the following:

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

(b) members of parliaments;

(c) members of supreme courts, of constitutionalrtsoor of other high-level judicial bodies whose
decisions are not subject to further appeal, exicegtceptional circumstances;
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(d) members of courts of auditors or of the boafdsentral banks;

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

() members of the administrative, management pestsory bodies of State-owned enterprises.

None of the categories set out in points (a) t@{fthe first subparagraph shall be understoodasring
middle ranking or more junior officials.

The categories set out in points (a) to (e) of fine subparagraph shall, where applicable, include
positions at Community and international level.

2. For the purposes of Article 3(8) of DirectiveOB060/EC, "immediate family members" shall include
the following:

(a) the spouse;

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

(c) the children and their spouses or partners;

(d) the parents.

3. For the purposes of Article 3(8) of DirectiveOBI60/EC, "persons known to be close associatedl' sh
include the following:

(@) any natural person who is known to have joiahdjicial ownership of legal entities or legal
arrangements, or any other close business relatiotisa person referred to in paragraph 1;

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

4. Without prejudice to the application, on a rsglasitive basis, of enhanced customer due diligence
measures, where a person has ceased to be entnitstedprominent public function within the meagin

of paragraph 1 of this Article for a period of aa$t one year, institutions and persons referred to
Article 2(1) of Directive 2005/60/EC shall not bbliged to consider such a person as politicallyosegl.

3.3. APPENDIX III - Relevant Maltese legislation

See MONEYVAL(2010)29 ANN
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