
Ireland and the EU 4TH & 5TH  
Anti-Money Laundering Directives



In this paper we explore the key changes brought by the EU 4th Anti-Money Laundering (AML) Directive and the 
proposed changes in the EU 5th AML Directive as well as how these will impact the Financial Institutions (FIs) 
operating in Ireland.

SUMMARY

The European Union 4th Money Laundering Directive (4MLD) had to be implemented by all member states by the 
26th of June 2017.   From this date, all regulated firms had to be compliant with the new requirements; however, 
Ireland is one of the member states that is yet to fully transpose the new directive into domestic law. The Irish 
Statutory Instrument 560/2016 is the piece of legislation that only brings part of the 4MLD into Irish law. Further 
to this piece of domestic legislation, the EU is currently investigating the Irish delay, which may also result in 
legal action being taken against the country.

CONTEXT

In response to the growing complexity of financial crime prevention and the prevalence of money laundering, the 
Irish legislation will need to be more detailed and more prescriptive under the 4MLD. This is especially applicable 
to beneficial ownership requirements.

The first sub-paragraph of Article 30 (1) 4MLD was transposed into Irish Law on the 15 of November 2016. 
According to Article 30 (1) of 4MLD “Member States shall ensure that corporate and other legal entities 
incorporated within their territory are required to obtain and hold adequate, accurate and current information on 
the beneficial ownership, including the details of the beneficial interest held”.

Since November 2016, financial institutions and the other legal entities incorporated under the Irish law are 
required to keep accurate and up-to-date information regarding their beneficial ownership. Any beneficial 
interest held shall also be held by the relevant entities. This information will need to be provided to a central 
register. 

The Central Register in Ireland is held by the Irish Companies Registration Office. 

KEY CHANGES UNDER EU 4MLD

There is still some uncertainty as to when Ireland will implement the 4MLD. The crux of the issue behind the lack 
of full implementation is down to the fact the EU Parliament is already discussing further amendments to the 
4MLD which would result in a new 5th EU Money Laundering Directive (5MLD); however, the key changes in the 
4MLD will need to be implemented, whether Ireland waits for the 5MLD or not. 

CHANGES TO CLIENT DUE DILIGENCE REQUIREMENTS

The 4MLD diverges from the previous 3rd Money Laundering Directive in that it will not accept any regulated 
financial institutions to perform and finalise any sort of customer due diligence (CDD), in the absence of a 
clear understanding of the details of the natural person who is the beneficial owner of the entity or holds any 
beneficial interest in it. Article 33 of the Directive requires financial institutions to provide details of the beneficial 
ownership to a central register of beneficial ownership.



THE CONCEPT OF “BENEFICIAL OWNER”, THE LISTED ENTITIES’ “EXEMPTION”  
AND THE TRUSTS

According to the 4MLD, a beneficial owner is the “natural person who ultimately owns or controls a legal entity 
through direct or indirect ownership of a sufficient percentage of the shares or voting rights or ownership 
interest in that entity, including through bearer shareholdings or through control via other means.”  

With regard to the entities that are listed on a regulated market, this requirement will not be applicable as 
stringent disclosure requirements, in accordance to the international or EU legal standards, are already in place 
for these entities. Therefore, this approach ensures the highest level of transparency with regard to the entity’s 
beneficial ownership.

Under the new requirements, an individual owning 25% of the shares of a company will be considered a direct 
owner of the entity.  Where 25% or more is held by a corporate entity controlled by a natural person, this will 
amount to indirect ownership.  As happened within the UK, a beneficial ownership register will also need to be 
established with regard to trusts. According to the 4MLD, details of the “settlor, the trustee(s), the protector, if 
any, the beneficiaries and any other individual exercising the ultimate control (either direct or indirect ownership 
as described above) on the trust” will now statutorily need to be disclosed.

GOVERNANCE AND ACCOUNTABILITY                                        

There always had to be a requirement to appoint a Nominated Person (generally known as the Money-
Laundering Reporting Officer or MLRO) within a regulated FI, but the 4MLD extends this to requiring a firm to 
also appoint a director (or equivalent, such as a senior manager) as having overall accountability for money 
laundering – this is directly applicable to Irish financial institutions.

Firms are now required to make risk-based decisions which means they are expected to have a more mature risk 
appetite statement that links to, and drives operational decisions.  Under the 4MLD, senior managers are held 
accountable for these decisions and it is therefore important that detailed records are kept of decisions made 
and the rationale for them.

 RISK MANAGEMENT & ASSESSMENT

Risk assessment is central to the 4MLD and impacts almost every aspect of the legislation.  FIs are required to 
produce and maintain a detailed and comprehensive risk and control register. Risk Management and Assessment 
must broadly cover two perspectives:

• Enterprise risk identification and management for the safe pursuit of the firm’s strategy. This must be 
articulated through a ‘risk assessment’.

• Identification and assessment of risks presented by customer engagement and transactions, in line with 
existing legislation and driving the appropriate level of CDD.

• Legislation will be much more detailed when specifying the need for a comprehensive and integrated risk 
management framework and specifies that this must be documented and made available to the regulator. 
Risk and control frameworks must include self-assessment mechanisms that are embedded within the  
day-to-day operations of the firm.



POLITICALLY EXPOSED PERSON(S)

The definition of a Politically Exposed Person (PEP) now includes domestic PEPs, i.e. PEPs originating in Ireland; 
however, the time limit from when a person ceases to be considered a PEP has not been changed and is still 12 
months from leaving a politically exposed position (or longer at the discretion of the firm conducting CDD).  
All FIs will need to have significant controls and ongoing monitoring of any PEP relationship they establish. 

POLICIES, CONTROLS AND PROCEDURES

As an extension to the risk management framework and a step up from the existing legislation, firms must 
establish and maintain written policies, controls and procedures. Firms must implement processes to ensure 
that these are reviewed on a regular basis and that they are embedded and up to date. They must also have 
established risk and control self-assessment procedures in place.

RELIANCE AND RECORD KEEPING

RELIANCE

Reliance has been extended, making it easier to rely on a third party for part or all CDD. However, it should be 
noted that the risks of relying on a third party are generally greater than the benefits. To mitigate this, the new 
requirements specify that a third party must provide information immediately when requested.

Proceed with caution; it may now be easier to rely on others, but be aware that the risk of this information being 
inadequate or wrong still lies with you.

The new requirements describe the type of written agreement that must be put in place when exercising 
reliance, as well as additional record keeping requirements. Firms must ensure that when placing reliance on any 
third party, they adhere carefully to the rules and that detailed records are kept as these may be called upon for 
up to five years after the completion of the transaction or business relationship. If you are the relevant person 
being ‘relied’ upon, you must also keep your own records for the same period.

RECORD KEEPING

Detailed records must be kept for a minimum of five years from the date the transaction or customer relationship 
ended. Under the new regulations, FIs must delete records held after the required period of five years has 
elapsed. The only exception to this is when there may be other legal reasons for retaining the information, such 
as an ongoing investigation. Separate to the new legislation is the General Data Protection Regulation (GDPR) 
aimed at protecting customer and personal data and making sure that an individual has access to their data 
kept by organisations. This is a separate legislation, but applies in full to FIs. It is intertwined with the new AML 
legislation and comes into force in May 2018. Firms would do well to adopt its recommendations ahead of the 
implementation date.



TRAINING

Training is a mandatory requirement and there is an increased emphasis on the importance of training. The 
regulator sees culture being at the heart of combatting financial crime and believes that it should be part of 
everybody’s day-to-day job. This begins with awareness, which in turn stems from training. Senior managers will 
be held accountable for a lack of training, which could result in financial penalties. Firms must ensure that they 
have reviewed and enhanced training to meet the new requirements in the AML legislation. This must be well 
documented and evidential; without this there is no way to prove it happened.

BE WARNED

This section therefore does not impose additional requirements or make changes to the operational nature of 
what you are doing; however, all FIs should take heed of this warning that regulators are getting tough on  
non-compliance and failings.

IRELAND AND THE FIFTH MLD: WHAT TO EXPECT 

The FOURTH MLD will soon be amended to the FIFTH MLD. 

The new legislation is likely to introduce new requirements for financial institutions such as:

• Beneficial Ownership

Public information to be made accessible and disclosed within the National Central Registers which will be 
interconnected.

• Regulators’ Powers

The accuracy of the data provided within the Registers will be scrutinised further by the competent authorities, 
who will be given more powers of action in this regard.

• Trusts

It will be possible to have public access to information regarding the ultimate beneficial owner of trusts owning 
an entity incorporated outside the EU. 

It is stated that Ireland’s delay in implementing 4MLD in Ireland is due to the simultaneous attempt to align the 
national law that will transpose the 4MLD to the 5MLD; however, it is also reasonable to foresee an imminent 
implementation of the 4MLD, for the country to avoid a potential fine from the EU.



The fight against money laundering and terrorist financing – in the absence of  
a simplified due diligence presumption - is reaching its highest level of strength. 
The identification of the beneficial owner and the beneficial interest held in all  
the scenarios of customer due diligence, will oblige the financial institutions 
covered by the Money Laundering Directives, as well as their customers, to 
provide the highest level of transparency.

In the meantime, financial institutions will need to prepare themselves for the 
Fourth MLD implementation, to have a fully compliant framework aligned to the 
Directive’s requirements when the time comes.    

It will also be crucial to keep an eye on the new potential requirements of the  
Fifth MLD that could have an impact on the Fourth MLD, by the partial  
amendment of this directive.

Conclusion



TAKE ACTION NOW

Firms may want to consider the following recommendations:

1. Engage specialist help to get expert advice and perhaps, more importantly, experience. Lysis brings a set of 
pre-built tools and methodologies honed from coal-face experience, enabling us to bring our clients solutions 
based on what works.

2. Rules Mapping - By far the most important first step is to understand how these changes affect your 
business. By creating a map from the applicable rules to your own operations, will enable you to identify 
the gaps, supporting the formulation of a plan, proactively addressing the changes. When we engage with 
an organisation to do this, we provide a Compliance Risk Assessment (CRA). The CRA acts as an internal 
management tool, enabling the compliance function to target its activities, focusing effectively on the  
highest priority tasks.

3. Consider Risks and Risk Appetite - Once you have understood where the gaps are in your compliance 
framework, you should turn your attention to enhancing your approach to risk management. Review and 
document your risk appetite. Move onto a full review of your risk framework and the size of those risks will 
tell you where you need to make control adjustments to bring the firm in line with its appetite.

4. Review and enhance your risk and control framework - Having stated your risk appetite and assessed 
your risks you will know where adjustment to the systems and control framework is necessary to achieve 
alignment. Management Information and reporting is critical to the success of risk and control management, 
so make sure information and communication is effective. Document this well and the regulator will be 
satisfied.

5. Update Policies and Procedures - Once you have identified the necessary changes to your systems and 
controls you need to articulate your approach to AML, Counter-Terrorist Financing and Financial Crime.  
Review and update your policies and procedures. Bring this together in a Compliance Manual.

6. Training - The regulator will want to see a robust and comprehensive approach to training and a  
supporting culture. Build a programme and support this with a clear plan. Keep records of training  
and ensure it is maintained. 

7. Record Keeping - Review the Irish Data Protection Act which will soon be aligned with the GDPR 
requirements. Getting that right now will save a lot of effort later.

8. Test your readiness - Lysis can test your readiness for a supervisory visit. Visit the Lysis Financial  
website for further details: www.lysisfinancial.com

ABOUT LYSIS

Lysis Financial is a specialist Governance, Risk and Compliance firm, providing advice, support and guidance to 
regulated firms.

We work with Financial Institutions and have a range of solutions, designed for both large and small firms.  
Lysis embeds a risk-based strategic approach into its projects and operational decision-making, enabling  
our clients to be assured of sustainable success.

What Should You Do?



For more information about Lysis Financial, Lysis Operations or Lysis Academy, please contact us on:

+44 (0) 845 658 0008 or email info@lysisfinancial.com
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