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INTRODUCTION

Real Estate Sector is a vital area for the non-financial businesses
sector in Sri Lanka. The Central Bank and the FIU affirms the
importance and the sector’s resilience even during times of
turbulence.

Emerging from economic turbulence, an industry with sound
compliance levels maintained would be attractive for investments,
legitimate clientele, and would create a strong lobby to aim for
progressive goals.

Globally, sound regulatory and compliance framework has attracted
investors and purchaser confidence in the longevity of the sector as a
venue and would prevent outsiders from eroding customer
confidence in the Sri Lankan real estate sector.
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RESULTS OF THE
NATIONAL RISK
ASSESSMENT
OF SRI LANKA




National Risk

Assessment

very country needs to combat ML/TF/PF.

An AML/CFT framework is needed.

Framework includes laws, regulations, enforcement and other
. measures, powers / procedures for competent authorities.

Country should identify, assess and understand the ML/TF
risks, usually through an NRA (FATF Rec. 1 and 10 1).

NRA should be accurate and up-to-date to prioritize areas that
. need attention / efficient allocation of resources.
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M F National Risk Assessment

FATF Recommendation 1

Countries should 1dentify, assess, and understand the money laundering and
terrorist financing risks for the country, and should take action, including
designating an authority or mechanism to coordinate actions to assess risks,
and apply resources, aimed at ensuring the risks are mitigated effectively.

FATF Immediate Outcome 1

Money laundering and terrorist financing risks are understood and, where
appropriate, actions coordinated domestically to combat money laundering
and the financing of terrorism and proliferation.
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National Risk Assessment - Sr1 Lankan Context

The first ML/TF NRA of Sri Lanka was conducted in 2014.

Sri Lanka has just completed 2021/22 NRA and results will be published.
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How the ML/TF Risk 1s Determined

Threat

N

= !
Vulnerability
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Current National Risk
Assessment

World Bank NRA Tool ©

66 Public and Private

Stakeholders o
(including 8 CBSL Departments)

Sector Regulators and
Experts as Reviewers
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31 FIU Officers +
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Participants
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Money Laundering Threat
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Human Smuggling /

Trafficking Tax Offences

Counterfeiting Currency
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Sectoral Vulnerability to ML

o)

Licensed Finance
Companies 4 [ J ®
FTan
Insurance

Restricted
Dealers

Casino

Least Vulnerable
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REAL ESTATE SECTOR RISK RATING

Medium High |ms [ }

2014 NRA 2021/2022 NRA

Amudst the challenges faced by the economy of Sr1 Lanka, the FIU-Sr1 Lanka
has had a challenging vyet ethcacious period with the NRA which 1s a self-

assessment encompassing a series of recommendations to strengthen the
AMIL/CFT framework of Sr1 Lanka

koSt
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- Banking

- Insurance

- Stockbrokers

- Primary Dealers
- UTs and IMs

- Casino

- Real Estate |
- Gem and Jewellery
- Accountants & Auditors
- TCSPs

- Lawyers

- NPs

MVTS Providers
- RDs

- SLCs

- CSs

- SBs

- Hawala

- IPBs

- IML

- EMS

- LFECs

- UMIs

- MFIs

Sectoral Risk - Heat Map
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Vulnerability
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Overall Threat

Overall ML/TF Risk in Sr1 Lanka
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Strategic Deficiencies Identified in the NRA

D No regulatory authority to grant licenses, supervise and direct the

functioning of real estate sector in Sr1 Lanka.

D Lack of transparency and accountability resulting 1n increased
malpractices and mformal and unorganized nature of the real estate
market.

D Absence of a single regulatory body with a comprehensive database of

Institutions and individuals operating in the sector.

- 2
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GLOBAL EXAMPLES FOR REAL ESTATE SECTOR
REGULATORS AND FRAMEWORKS

. Singapore: New Zealand:
ol e 2010 _ 2008 ) SRS

Ministry of Ministry of Ministry of Ministry of Ministry of The Real Real Estate
Housing and Interior: Finance National Housing, Estate Institute of
Urban Affairs Development Communitie Authority Australia
. . s and Local
(Ap_phcable Real Estate The Council Government
ministry Regulatory for Est.ate '
changes Authority Agencies National
respectively Trading
for state and Standards
union territory Estate
governments) Agency

Team under
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GLOBAL REAL ESTATE TRANSPARENCY INDEX 2022
SRI LANKA (RANK:64/94)*

Investment Market Regulatory & Transaction

Country/Territory Overall Score Paformance Findamentale Listed Vehicles Legal Procacces Sustainability
1 United Kingdom EUR mm 1.25 1.02 1.7 1.00 1.95 1.00 1.80
2 United States AM 1.34 142 1.48 1.00 1.38 1.45 1.70
3 France EUR me— 1.34 1.25 197 1.31 1.21 1.00 1.70
4 Australia AP 1.38 1.18 1.64 1.00 141 113 2.10
5 Canada AN — 1.44 1.49 1.79 117 1.23 1.20 1.90
6 Netherlands EUR  mmm 1.54 1.60 1.64 1.40 1.31 115 2.50
7 Ireland EUR  mmmm 1.69 2.25 1:93 1.00 1.26 1.00 2.60
8 Sweden EUR  mmm 1.76 1.81 2.61 1.32 1.25 1.30 2.50
9 Germany EUR  mmm 1.76 1.94 2.05 1.39 1.49 1.30 2.57
10 New Zealand AP s LT 1.83 1.96 1.01 1.59 1.00 3.63
AP == 3.67 4.61 2.90 5.00 2:03 2.83 4.53

Sri Lanka is placed in the low transparency category, rating score 3.67/5.00
Score ranges from 1- 5 (1.00 being the highest rating available)

*https://www.jll.co.uk/en/trends-and-insights/research/global-real-
estate-transparency-index/greti-global-rankings-and-methodology
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INSTITUTIONS SUPERVISED BY THE FIU

Financial Institutions (Fls)

- 129

Designated Non- Finance Businesses
and Professions (DNFBPs) - 397

Licensed Commercial Banks (24)
Licensed Specialized Banks (6)
Licensed Finance Companies (35)
Insurance Companies (28)
Stockbrokers (28)

Money or Value Transfer Services (3)
Primary Dealers (5)
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Gem and Jewellery Dealers (195)
Real Estate (Dealers) Agents (169)
Casinos (3)
Lawyers (16)
Accountants (8)

Trust and Company Service Providers (6)
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Real Estate Dealers —
Who are Real Estate Agents under the FTRA?

Under Section 33 “designated non-

finance business” of the FTRA:

PARLIAMENT OF THE DEMOCRATIC
SOCIALIST REPUBLIC OF
SRILANEKEA

* If a real estate business 1s mvolved 1n -
transactions for their clients 1n relation to AT A RN A RTINS
buying and selling of real estate, they are S 1 v

identified as Real Estate Agents.

[Certified om 06th March 2004]

Prinzed on the Order of Govarnmaens

Publizhed as a Supplament to Part IT of the Gazette of the Democratic
Socialist Republic of Sri Lanka of March 10, 2006
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Appointment of a Compliance Officer

Compliance Ofhcer 1s responsible to ensure the Institution’s compliance with the AML/CFT
obligations by carrying out following tasks.

Duties and Responsibilities of the complhiance officer

* Assess and periodically update overall ML/TF risk of the Institution.

* Prepare the AML/CFT Compliance Policy and procedures and obtain the approval of the top management.
* Implement Customer Due Diligence (CDD) requirements.

* Implement measures to screen the customers against the designated sanctions lists of UNSCR.

* Implement procedures for record keeping, submission of Suspicious Transactions Reports (STRs), employee
screening before hiring.

e Make officers aware of laws relating to ML/TF and, tramn officers, employees and agents to recognize
suspicious transactions.

e Establish an audit function to test its procedures and systems for the prowvisions of the Financial Transactions
Reporting Act, No. 6 of 2006 (FT'RA).

s
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INTERNATIONAL MONITORS OVERSEEING SRI LANKA’S AML/CFT
FRAMEWORK

EGMONT
GROUP

APG E ¢ G
gmon roup
FATF Regional Body where
FIU is monitored & 167 FIUs are connected
The global policy reports progress to share information
setting body on Communicates with Monitors independence
AML/CFT Minister of Finance as of the FIUs
. , the Minister in-charge of
Monitors country’s AML/CFT Conducts annual
AML/CFT policies implementation assessment on FIU
Recognizes FIU as the operations
AML/CFT Focal Point in
Sri Lanka

s
e 2023 June Improving AML/CFT Standards of Sri Lanka




s 3
2023 June

FATF

A
’

Technical

40

Recommendations

Compliance

International Standards
on Combatting
Money Laundering
and the
Financing of Terrorism & Proliferation

SACRCACAAOLS,
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FATF AML/CFT Policies and Coordination
(02 Recommendations)

Money Laundering and Confiscation
(02 Recommendations)

Terrorist Financing and Financing of Proliferation
(04 Recommendations)

Preventive Measures
(15 Recommendations)

Transparency and Beneficial Ownership of Legal
Persons and Arrangements
(02 Recommendations)

Power and Responsibilities of Competent
Authorities and Other Institutional Measures
(10 Recommendations)

International Cooperation
(05 Recommendations)




Effectiveness
FATF 11 Immediate Outcomes

The extent to which the Risk, Policy and Coordination

defined outcomes are
achieved:

International Cooperation

Effectiveness is that the
AML/CFT system of the

country is producing
the expected results.

Supervision

105 Transparency and BO (LPs and LAs)

Financial Intelligence

ML Investigation / Prosecution
108 Confiscation

TF Investigation / Prosecution
1010 TF Prevention and TFS

Proliferation Financing TFS

-y
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Compliant (C) 5
Largely Compliant (LC) 7
Partially Compliant (PC) 16
Non-Compliant (NC) 12

40
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Status of Sr1
Lanka’s AML/CFT

Effectveness

Immediate Outcome

. Risk, Policy & Coordination

. International Cooperation

. Supervision

. Preventive Measures

. Legal Persons & Arrangements

. Financial Intelligence

N SN U1 ke W N =

. ML Investigation & Prosecution
8. Confiscation
9. TF Investigation & Prosecution

10. TF Preventive Measures & Financial Sanctions

11. PF Financial Sanctions

Level of
Effectiveness
- 2015

Moderate
Low
Low
Low
Low
Low
Low
Low

Substantial

Low

Low
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Compliance Ofticer

Establishin

Compliance
ML/TF Risk Policy &

Assessment Procedures Conducting

CDD
Appointing a
Com Ilanc
Offlcer Customer
Risk
\ / Profiling

AML/CFT
Requlrements

Reviewing of

AMLICFT \
Policy and Record
procedures Keeping

Other Requirements

Screening
- AML/CFT Training for against
employees S Sanction
- Employee Screening at Submitting Lists

Hiring STRs

-Auditing Compliance
Requirements

/@,g
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Must participate 1 Training Sessions
conducted by the FIU, on AMIL/CFT

obligations.

Should be knowledgeable on relevant Money
Laundering and Terrorist Financing risk of
the sector.

Should be contactable.

If resigns from the Institution, he/she should
mform 1t to the Chiet Executive
Ofhcer/Managing Director or Owner and the
CEO/Managing  Director/Owner  should
mmmediately appoint a new person as the
Compliance  Officer using the ‘CO
Declaration Form’ and mform the Director/
FIU with immediate effect.
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No. of STRs reported in 2022

1371
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e HOME | ACTS | RULES WGICULARS = FAQ = CONTACT

e HOME ~__ http://fiusrilanka.gov.lk/

Abo anka Awareness Programme for Real Estate Sector on "AML/CFT Compliance Obligations and m“\
Developments - June 26, 2023

Aw noIn::“ Progra 1§mu. for
Real Estate Sector - . . .
e Awareness programme for Real Estate Sectoron “Anti-Money C||ck here to f|nd a” the
Laud g—AML)and Countering the Fmancmg of Terrorism (CFT) .
compllance obligations and new developrme o be held on 26% regulatlons, rules and

June 2023 at the Centre for Banking Studies - Ra;agmya

guidelines issued by FIU.
Dr. Nandalal Weerasinghe, Governor of the Central Bank of Sri Lanka,
and Mrr. W S Sathyananda, Secretary to the Ministry of Urban

- = = Development and Housi
Capacity Building & Training St

Download Ena. R H Ruvinis, Chariman of the Construction Industry Development Authority and officials of the Financial ¥

UN Sanctions

Notices to the Public

FIU Sri Lanka News & Events
The Financial Intelligence Unit (FIU) of Sri Lanka was established in b0 Il
March 2006 as an autonomous body under the Ministry of Finance and New Workshop on  Monitoring
International Planning. The FIU was reorganized in February 2007 as an independent Transta.ctlons, Identifying
institution within the Central Bank's framework and administrative structure. 2”5p!°f°”5 - Pa;tgmsR r:"d
uspicious Transaction Reporting
SR s Vision for Licensed Finance Companies
- To be the trusted and respected single agency with commitment to will be held on June 19, 2023
Related Sites excellence in establishing the framework for Anti-Money Laundering (AML)
- - and Countering the Financing of Terrorism (CFT) in Sri Lanka. Ciroular 02/2023 R
Bl Mission Institutional Compliance of Real
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AML/CFT International & National
Commitments

Oct. 2019:
It took more than 2

Nov. 2017: .
years of dedicated May 2020
Sri Lanka entered the commitment, multi |
"« ) | Sri Lanka
Gray List of agency work and | exited the
Financial Action Task overcoming multiple ' EU “Black
Force for the 2" time obstacles to exit the v List”
since 2011 “Gray List” |
o |
o
‘
‘ March 2025
Feb. 2018: - Sri Lanka’s third Mutual
Sri Lanka was Evaluation will commence
placed in “Black that would lead up to a face-
List” of the to face meetings etc.
European Union *

Qe _
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Sri Lanka’s 34 ME will start from March 2025.

Sr1 Lanka needs to:
a) Address remaining technical deficiencies (Recommendation
rated as PC and NC)
b) Make required changes without delay for any
Recommendation updates to be done by the FATF
¢) Improve effectiveness of all 11 Immediate Outcomes

Farlure to do so will result in future FATF listing of Sr1 Lanka

It 1s mmportant that the country has the experience & technical
knowledge of areas covered during an on-site.

\-‘»‘.= 0 5
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