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Beating financial crime: Commission overhauls anti-money laundering and
countering the financing of terrorismrules

Brussels, 20 July 2021

The European Commission hastoday presented an ambitious package of legislative proposals to
strengthen the EU's anti-money laundering and countering terrorism financing (AML/CFT) rules. The
packagealsoincludestheproposalforthe creationofanew EUauthority tofightmoneylaundering.
This packageis partofthe Commission'scommitmentto protect EU citizens and the EU's financial
system from money laundering and terrorist financing. The aim of this package istoimprove the
detection of suspicious transactions and activities, and to close loopholes used by criminals to
launderillicit proceedsorfinanceterroristactivitiesthrough thefinancial system. Asrecalledinthe
EU's Security Union Strategy for 2020-2025, enhancing the EU's framework for anti-money
laundering and countering terrorist financing will also help to protect Europeans from terrorism and
organised crime.

Today's measures greatly enhance the existing EU framework by taking into account new and
emerging challengeslinked totechnological innovation. Theseinclude virtual currencies, more
integrated financial flows in the Single Market and the global nature of terrorist organisations. These
proposals will help to create amuch more consistent framework to ease compliance for operators
subject to AML/CFT rules, especially for those active cross-border.

Today's package consists of four legislative proposals:

e A Regulation establishing a new EU AML/CFT Authority;

o A Regqulation on AML/CFT, containing directly-applicable rules, including in the areas of
Customer Due Diligence and Beneficial Ownership;

e AsixthDirectiveon AML/CFT (*AMLD6"), replacingtheexisting Directive2015/849/EU (the
fourth AML directive as amended by the fifth AML directive), containing provisions that will be
transposed into national law, such as rules on national supervisors and Financial Intelligence
Units in Member States;

e Arevisionofthe2015RequlationonTransfersof Fundstotracetransfersof crypto-assets
(Regulation 2015/847/EU).

Members of the College said:

ValdisDombrovskis, Executive Vice-Presidentforan Economy thatworksforpeople, said: "Every
fresh money laundering scandal is one scandal too many —and a wake-up call that our work to close
the gaps in ourfinancial system is not yet done. We have made huge strides in recent years and our
EUAML rules are nowamong the toughestinthe world. Butthey now need to be applied consistently
and closely supervised to make sure they really bite. This is why we are today taking these bold
steps to close the door on money laundering and stop criminals from lining their pockets with ill-
gotten gains.”

Mairead McGuinness, Commissioner responsible for financial services, financial stability and Capital
Markets Union said: “"Money laundering poses aclearand present threat to citizens, democratic
institutions, and the financial system. The scale ofthe problem cannot be underestimated and the
loopholesthatcriminals can exploit need to be closed. Today's package significantly ramps up our
efforts to stop dirty money being washed through the financial system. We are increasing
coordination and cooperation between authorities in member states, and creating anew EUAML
authl?rity. These measures will help us protect the integrity ofthe financial system and the single
market.”

A new EU AML Authority (AMLA)

Attheheartoftoday'slegislative packageisthecreation ofanew EU Authority which will transform
AML/CFT supervision in the EU and enhance cooperation among Financial Intelligence Units (FIUs).
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The new EU-level Anti-Money Laundering Authority (AMLA) will be the central authority coordinating
national authorities to ensure the private sector correctly and consistently applies EU rules. AMLA will
also support FIUs to improve their analytical capacity around illicit flows and make financial
intelligence a key source for law enforcement agencies.

In particular, AMLA will:

¢ establish a single integrated system of AML/CFT supervision across the EU, based on common
supervisory methods and convergence of high supervisory standards;

o directly supervise some of the riskiest financial institutions that operate in a large number of
Member States or require immediate action to address imminent risks;

» monitor and coordinate national supervisors responsible for other financial entities, as well as
coordinate supervisors of non-financial entities;

e support cooperation among national Financial Intelligence Units and facilitate coordination and
jointanalyses betweenthem, to better detectillicit financial flows of across-border nature.

A Single EU Rulebook for AML/CFT

The Single EU Rulebook for AML/CFT will harmonise AML/CFT rules across the EU, including, for
example, moredetailed ruleson CustomerDueDiligence, Beneficial Ownershipand the powersand
task of supervisors and Financial Intelligence Units (FIUs). Existing national registers of bank
accounts will be connected, providing faster access for FIUs to information on bank accounts and safe
deposit boxes. The Commission will also provide law enforcement authorities with access to this
system, speeding up financial investigations and the recovery of criminal assets in cross-border
cases. Access to financial information will be subject to robust safeguards in Directive (EU)
2019/1153 on exchange of financial information.

Full application of the EU AML/CFT rules to the crypto sector

Atpresent, only certain categories of crypto-asset service providersareincluded inthe scope of EU
AML/CFT rules. The proposed reform will extend these rules to the entire crypto sector, obliging all
service providers to conduct due diligence on their customers. Today's amendments will ensure full
traceability of crypto-assettransfers, such asBitcoin, and will allow for prevention and detection of
their possible use for money laundering or terrorism financing. In addition, anonymous crypto asset
wallets will be prohibited, fully applying EU AML/CFT rules to the crypto sector.

EU-wide limit 0of€10,000 on large cash payments

Large cash payments are an easy way for criminals to launder money, since itis very difficult to
detect transactions. That is why the Commission has today proposed an EU-wide limit of €10,000 on
large cash payments. This EU-wide limitis high enough not to putinto question the euro as legal
tender and recognises the vital role of cash. Limits already exist in about two-thirds of Member
States, butamounts vary. National limitsunder€10,000 can remainin place. Limiting large cash
payments makesitharderforcriminalstolaunderdirty money.Inaddition, providinganonymous
crypto-asset wallets will be prohibited, just as anonymous bank accounts are already prohibited by
EU AML/CFT rules.

Third countries

Money laundering is a global phenomenon that requires strong international cooperation. The
Commission already works closely with itsinternational partners to combatthe circulation of dirty
money around the globe. TheFinancial Action Task Force (FATF), the global money laundering and
terroristfinancingwatchdog, issuesrecommendationsto countries. Acountrythatislisted by FATF
will also be listed by the EU. There will be two EU lists, a“black-list” and a“grey-list, reflecting the
FATFlisting. Following thelisting, the EUwillapply measures proportionatetotherisks posed by the
country. The EU will also be able to list countries which are not listed by FATF, but which pose a
threat to the EU's financial system based on an autonomous assessment.

Thediversity of the tools that the Commission and AMLA can use will allow the EU to keep pace with
a fast-moving and complex international environment with rapidly evolving risks.
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Next steps

The legislative package will now be discussed by the European Parliament and Council. The
Commission looks forward to a speedy legislative process. The future AML Authority should be
operationalin 2024 and will startitswork of direct supervisionslightly later, oncethe Directive has
been transposed and the new regulatory framework starts to apply.

Background

Thecomplexissue oftackling dirty money flowsisnotnew. Thefightagainstmoneylaunderingand
terrorist financing is vital for financial stability and security in Europe. Legislative gaps in one
Member State haveanimpactonthe EUasawhole. Thatiswhy EUrules mustbeimplemented and
supervised efficiently and consistently tocombatcrimeand protectourfinancial system. Ensuring
the efficiency and consistency of the EU AML framework is of the utmost importance. Today's
legislative package implements the commitmentsin our Action Plan foracomprehensive Union
policy on preventing money laundering and terrorism financing which was adopted by the
Commission on 7 May 2020.

TheEUframeworkagainstmoneylaunderingalsoincludestheregulation onthe mutual recognition_
of freezing and confiscation orders, the directive on combating money laundering by criminal [aw, the
directive laying down rules on the use of financial and otherinformation to combat serious crimes,
the European Public Prosecutor's Office, and the European system of financial supervision.
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