3 March 2020

Raluca Pruna

Unit D2, DG FISMA
European Commission
Rue de Spa 2,

1000 Brussels

Belgium

Dear Ms Pruna

Roadmap: Towards a new comprehensive approach to preventing and combating
money laundering and terrorism financing

The role of the Financial Markets Law Committee (the "FMLC" or the "Committee") is
to identify issues of legal uncertainty, or misunderstanding, present and future, in the
framework of the wholesale financial markets which might give rise to material risks,
and to consider how such issues should be addressed.

On 24 July 2019, the European Commission adopted a Communication to the

European Parliament and the Council which observed that, although many risks and

shortcomings in the regulatory framework for anti-money laundering and preventing

terrorist financing had been addressed, structural shortcomings remained.! Tt was

necessary to give consideration to further enhal'lcing the regime. The European

Commission’s evidence was welcomed by the European Parliament and Council.* As a

result, the European Commission has issued a roadmap to identify the areas where |
further action would be needed at E.U. level in order to achieve a comprehensive and

effective framework.?

The FMLC welcomes this initiative. The Committee has engaged over the past year
with issues of legal uncertainty arising in the context of Directive (EU) 2018/843 on the
prevention of the use of the financial system for the purposes of money laundering or
terrorist financing (the “Fifth Money Laundering Directive” or “5MLD”). It has
highlighted the ways in which SMLD does not capture the range of virtual currencies
and related activities and has liaised with HM Treasury on the transposition of SMLD
in the UK *
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In a letter to HM Treasury, the FMLC highlighted the importance of legal entity
identifiers (“LEIs”).” Following the 2008 financial crisis, authorities and the private
sector cooperated to develop the framework of a Global LEI System that will, through
the issuance of unique LEIs, unambiguously identify legal entities engaged in financial
transactions. For example, the use of LEIs as part of disclosure requirements for firms
offering cryptoasset exchange services and custodian wallet service providers could
contribute significantly to transparency in this unregulated capital market. This is
especially true in the context of initial coin offerings which are not yet typically
accompanied by standardised documentation, leading to the establishment of
information intermediaries.

Organisations more involved in the creation and promulgation of LEIs have published
reports which explore the ways in which the adoption of LEIs would help enhance the
anti-money laundering regime.” The FMLC wishes to add its voice to the support for
the adoption of LEISs in any future iteration of the anti-money laundering regime.

I and Members of the Committee would be delighted to meet you to discuss the issues
raised in this letter. Please do not hesitate to contact me should you wish to arrange a
meeting or if you have any questions.

Yours sincerely,

Joanna Perkins
FMLC Chief Executive
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