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One of the key provisions of AMLS5 is that businesses In addition to extending coverage to virtual currencies and

should both report and have access to ultimate beneficial electronic transactions, the updates related to AML5 should
ownership (UBO) information across the EU. The deadline affect how companies in the EU conduct know-your-

for EU member states to put the provisions of AMLS5 into customer (KYC) and know-your-supplier (KYS) research.
national law is January 10, 2020. Here are some key points to consider.

1. UBO information to be centralized across the EU and becomes
mandatory for AML due diligence
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2. Virtual currencies will be regulated, and electronic payments limited

The latest AML requirements will target anonymous
purchases and exchanges including virtual currencies

such as Bitcoin. These changes classify virtual currency
exchange platforms (VCEPs) and custodian wallet providers
(CWPs) as “obliged entities” and are therefore subject to EU
regulations that aim to increase ownership transparency.

The thresholds for prepaid cards will be lowered under
AML5. The monthly transaction limit on prepaid cards was
initially capped at €250 — as mandated by AML4 — but

will now go down to €150 to combat their use in criminal
transactions and terrorist financing.

3. Financial Intelligence Units (FIUs) will have enhanced powers

AMLS5 gives FlUs the ability to request, analyze or
disseminate financial information within the EU more
effectively. It does this by giving them enhanced access to

centralized bank account registers and payment account
registers — in addition to a centralized, ultimate beneficial
ownership register.

4. New provisions for dealing with “high-risk” countries

High risk third-party countries are defined by the European
Commission as “jurisdictions having strategic deficiencies
in their regime on anti-money laundering and countering
terrorist financing.” The EU’s AML directives not only aim
to combat money laundering, but also identify the risk of
financial crime at an international level.

As of February 2019, the EU’s list of high-risk countries
included the following 23 jurisdictions:

e Afghanistan

e American Samoa

e The Bahamas

e Botswana

e Democratic People’s Republic of Korea

Puerto Rico
e Samoa
e Saudi Arabia
e Srilanka
e Syria

e Trinidad and Tobago
e Tunisia

e US Virgin Islands

e Yemen

Although there are differences, the Commission’s list
aligns with what the Financial Action Task Force (FATF)
identifies as “high-risk and other monitored jurisdictions”.
To do business with a company based in a high-risk
country on the Commission’s list, organizations will need

* FEthiopia to use enhanced due diligence measures. They need to

* Ghana understand the source of a customer’s funds, its beneficial

e Guam owners and the reasons behind the proposed transaction.

e |ran AMLS5 also recommends that the sources used for due

e lraq diligence research need to be delivered and updated

e Libya electronically.

e Nigeria

e Pakistan

e Panama
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5. Beneficial ownership information will be accessible to any member

of the general public

AML4 mandated that UBO registers should be open to
members of the public that could express “legitimate
interest”. What would be considered legitimate interest was
not clearly defined, and so countries were inconsistent in
how they granted access and to whom. AML5 amends this
mandate to make UBO registers accessible, in most cases,
to any member of the public without the need to prove
legitimate interest.

As it stands now, only 11 countries have either implemented
public registers or have set a date to do so (see Figure 1).
Other member states limit who can access their registers,
for example, to law enforcement and AML specialists only.
This challenge makes the process for reporting on and
investigating ownership information more complicated and
less standardized between EU countries.

Are UBO registers enough for AML due diligence?

Under AML5, a company is required to use the basic
information found in an EU-wide, public UBO register for
their due diligence research. Yet this data will be limited to
each country’s implementation of the reporting requirements
established under the guidelines for AML5 and will only
cover basic information on the companies and their owners.

In the UK, for example, Her Majesty’s Revenue and
Customs (HMRC) has recommended that businesses
should look beyond public registers for due diligence:
“You do not satisfy your obligation to identify and take
reasonable steps to verify the identity of beneficial owners
by relying only on information contained in a [persons of
significant control] register... You must verify the identity
through reliable, independent sources that are relevant to
that type of entity.”

You may be interested in:

e Register for a free trial of Orbis
¢ Read What you need to know about AML4

Here’s how other information sources are
more effective:

e Standardization: Even if translated to a common
language, one country’s register could cover different
information from another’s.

e Accuracy: The UBO registers depend on businesses to
report any changes in ownership, which could lead to
out-of-date or misreported data.

e Breadth: In order to comply with AML5, especially when
dealing with high-risk countries, organizations will need
access to information sources that cover more than just
the EU, to also include company information beyond
what is reported under AML4 and AMLS5.

UBO registers, even those that meet the requirements
for AML5, may not be enough to source accurate,
up-to-date and comprehensive company information.
Therefore, access to other company data resources
should play a key role in due diligence, onboarding and
other compliance processes.

¢ Download Really getting to know your third parties
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