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Main provisions of the Prevention and Suppression of Money Laundering Activities Law 188(I)2007
A. Prescribed activities and services (Section 2 of the Law)

The Law recognises the important role of (a) those carrying out financial activities, and (b) those carrying out other activities, including accountants, auditors and lawyers, for the effective prevention of money laundering activities and terrorist financing, and places additional administrative requirements on all institutions, including firms engaged in the activities and services listed below:
(a) Financial Services

(1) Acceptance of deposits from the public.

(2) Lending money to the public.

(3) Finance leasing, including hire purchase financing.

(4) Money transmission services.

(5) Issue and administration of means of payment (e.g. credit cards, travellers’ cheques, bankers’ drafts and electronic means).

(6) Guarantees and commitments.

(7) Trading on one’s own account or on account of another person in:
(i) Stocks or money market securities including cheques, bills of exchange, bonds and certificates of deposits,

(ii) foreign exchange,

(iii) financial futures and options,

(iv) exchange and interest rate instruments, and

(v) transferable instruments.

(8) Participation in bond issues and provision of related Services.

(9) Consultancy services to enterprises concerning their capital structure, industrial strategy and related issues and consultancy services as well as services in the areas of mergers and acquisitions of businesses.

(10) Money broking.

(11) Investment services, including dealing in and arranging the dealing in investments, managing investments, giving investment advice and establishing and operating collective investment schemes. For the purposes of this section, the term "investment" includes long term life insurance policies, whether or not associated with investment schemes.

(12) Safe custody services.

(13) Custody trustee services in relation to stocks.

(14) Any of the services specified in Parts I and III of the Third Schedule to the Investment Services and Activities and Regulated Markets Law, and which are provided in connection with financial instruments listed in Part III of the same Schedule and those specified in Sections 41 and 100 of the Open-Ended Undertakings of Collective Investments in Transferable Securities (UCITS) and other Related Issues Law.

(15) Mediation for the conclusion of life insurance policies.

 (b) Other Activities
(1) Exercise of professional activities by auditors, external accountants and tax advisors, including transactions on behalf of their clients in the context of carrying out financial activities.
(2) Exercise of professional activities on behalf of independent legal professionals, with the exception of privileged information, when they participate, either:
(i) by assisting in the planning or execution of transactions for their clients concerning:

- the purchase and sale of real estate or business entities;

- the managing of client money, securities or other assets;

- the opening or management of bank, savings or securities accounts;

- the organisation or contributions necessary for the creation, operation or management of companies; and

- the creation, operation or management of trust companies, businesses and similar structures; or

(ii) acting on behalf and for the account of their clients in any financial or real estate transactions.

(3) Dealings in real estate transactions, conducted by real estate agents.

(4) Trading in goods or commodities such as precious stones or metals, provided the payment is made in cash and in an amount equal or greater than €15.000.

(5) The following trust and company services provided to third parties:

(i) forming companies or other legal persons;

(ii) acting as director or secretary of a company, a partner of a partnership, or a holder of a similar position in relation to other legal persons or legal mechanisms so that another person may carry out such duties;

(iii) providing a registered office, business address, correspondence or administrative address and other related services for a company, a partnership or any other legal person or legal mechanism;

(iv) acting as a trustee of an express trust or a relevant legal mechanism so that another person carries out such duties;

(v) acting as nominee shareholder for another person or a legal mechanism so that another person carries out such duties.
B. Procedures to prevent Money Laundering or Terrorist Financing (Section 58 of the Law)

The Law requires all persons carrying on financial or other activities, as defined above, to establish and maintain specific policies and procedures to guard against their business and the wider financial sector in general, being used for the purposes of money laundering or terrorist financing. In essence, these procedures are designed to achieve two targets: firstly, to facilitate the recognition and reporting of suspicious transactions, and secondly, to ensure, through the strict implementation of the “Know your Client” principle and the implementation of adequate record keeping procedures that the lawyer is able to provide his part of the audit trail, should a client come under investigation.

The Law requires all persons to establish systems and procedures in connection with the following:

·  Client identification;

· Record-keeping procedures in relation to clients’ identity and their transactions;

· Procedures of internal reporting to a competent person (e.g. a Money Laundering Compliance Officer) appointed to receive and consider information that give rise to knowledge or suspicion that a client is engaged in money laundering or terrorist financing activities and to MOKAS as provided by the Law;

· Other internal control and communication procedures for the purpose of preventing money laundering and terrorist financing;

· Measures for making employees aware of all the above procedure to prevent money laundering and terrorist financing and of the relevant legislation; and

· Provision of training to their employees in the recognition and handling of transactions suspected to be associated with money laundering or terrorist financing.
C. Criminal Offences

The criminal offences which it involves can be summarised as:
· acquiring, possessing or using the proceeds of criminal conduct;
· concealing or transferring the proceeds of criminal conduct;
· assisting another person to retain the benefit of criminal conduct;
· tipping off suspects or others about a money laundering or terrorist financing investigation;
· failing to report knowledge or suspicion of money laundering or terrorist financing. The failure is punishable on conviction by up to 5 years’ imprisonment or a fine of up to €50.000, or both of these penalties.
Section 4 of the Law
Under the Law, every person who knows, or ought to have known that any kind of property constitutes proceeds from a prescribed offence is guilty of an offence if he carries out any of the following:

(a) converts or transfers or moves such property, for the purpose of concealing or disguising its illicit origin, or assists any person who is involved in the commission of a predicate offence to evade the legal consequences of his actions;

(b) conceals or disguises the true nature, source, location, disposition, movement and rights with respect to property or ownership of this property;

(c) acquires, possesses or uses such property;

(d) participates in, associates or conspires to commit, or attempts to commit and aids and abets and provides counselling or advice for the commission of any of the offences referred to above; or

(e) provides information with respect to investigations performed in relation to laundering offences, for the purpose of enabling the person who has gained profit from the commission of a predicate

offence to retain the proceeds or the control of the proceeds from the commission of the said offence.

Commitment of the above offences is punishable on conviction by fourteen (14) years’ imprisonment or a fine of up to €500.000 or both of these penalties, in the case of a person who knows that the property constitutes proceeds from a predicate offence, or by five (5) years’ imprisonment or a fine of up to €50.000 or both of these penalties, in the case of a person who ought to have known.
Section 48 of the Law - Tipping - off 
It is also an offence for any person to make a disclosure, either to the person who is the subject

of a suspicion or any third party that information or other relevant documentation on money laundering or terrorist financing has been transmitted to MOKAS or that a report of suspicious transactions or activities has been submitted or that the authorities carry out investigations and searches for money laundering or terrorist financing. "Tipping-off" under these circumstances is punishable by imprisonment not exceeding five (5) years.

Section 27 of the Law - Failure to report 
It is an offence for any person, including a lawyer who, in the course of his trade, profession, business or employment, acquires knowledge or reasonable suspicion that another person is engaged in money laundering or terrorist financing not to report his knowledge or suspicion to MOKAS, as soon as it is reasonably practical after the information came to his attention. Failure to

report in these circumstances is punishable on conviction by a maximum of five (5) years’ imprisonment or a fine not exceeding €5.000 or both of these penalties.

D. Administrative Fine

According to Section 59(6) of the Law, the Council of the Cyprus Bar Association, which is the Supervisory Authority for lawyers, may take all or any of the following measures in case a lawyer fails to comply with the provisions of Part VIII of the Law or its directives issued under section 59(4) of the Law or Regulation (EC) No. 1781/2006 of the European Parliament and the Council of the European Union of 15th November 2006 on information regarding the payer accompanying money transfers:

(a) Request from the supervised person to take such measures within a specific time period as the Association may decide to remedy the situation.

(b) After giving the supervised person the opportunity to be heard, impose an administrative fine of up to €200.000 and, in case the offence continues, impose an additional fine of up to €1.000 per day for as long as the offence continues. The Association may, at its discretion, publicise the imposition of administrative fine.

(c) Amend or suspend or cancel the operation licence of the supervised person.

A lawyer, who fails to comply with the provisions of Section 59 of the Law and the directives issued by the Association, is referred to the Disciplinary Body which decides accordingly.

Where a Supervisory Authority has information and believes that a person falling within its supervision is involved in money laundering or terrorist financing offences, it has a legal obligation to disclose the relevant information to MOKAS.

1

