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Interpretation

Refersto the Company Service Providers Act, Chapter 529 of the Laws of
Malta, as amended.

refersto those services, which are not regulated CSP Services in terms of
the Act and which are provided to a client by a CSP in the course of
providing CSP servicesin amannerwhich isancillary and complementary
to such services.

refersto the person seeking authorisation underthe Act.

In the context of paragraph (b) of the definition of Company Service
Providers in Article 2 of the Act, the term ‘Arranging’ means the act of
putting in order or providing for another person to act as a company
director, company secretary, partner or in a similar position in another
legal person. Thisincludesthe situation where aperson who isemployed
by or who is a director or shareholder of a CSP is selected by that CSP to
act as a director or company secretary or in a similar position to an entity
as part of the company services which the CSP providesto that entity.

Shall have the meaning as assigned to it in the Accountancy Profession
Act, Chapter 281 of the Laws of Malta, or regulationsissued thereunder.

Shall referto a person authorised underthe Act.

Shall have the same meaning as assigned to it underRegulation 2 of the
Prevention of Money Laundering and Funding of Terrorism Regulations.

In the context of Article 3 of the Act, the phrase by way of its business
means that these activities must be provided by a person who either:

a) holds himself out as providing company services inter alia by
soliciting the services on offerto members of the public; or

b) providescompany services on aregular and habitual basis, and

c) isbeingdirectly orindirectlyin receipt of remuneration or other
benefits for the provision of these services.

Provided that, with respect to (c) above, where the company services
being provided by a person are being remunerated through another
company which is associated or connected with the person providing
such services or which belongs to the same group of companies, then
the provider of the services would still be deemed to be receiving indirect
remuneration for the services it offers and provided that it meets one of
the criteria mentioned in (a) and (b) above, it would be subject to
authorisation in terms of Article 3 of the Act.
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Further to the above, the following factors shall, inter alia, indicate that a
particular activity is being undertaken by way of business:

a) theamount of time taken to fulfil the responsibility is considered
significant;

b) theindividual has noother form of employment;

c) the level of income received (both in terms of the quantum and
as a proportion of the individuals' total income) is considered
significant;

d) the existence of a business relationship through which habitual
or frequentor regular appointmentsare introduced,;

e) the individual is receiving significant non-financid
benefits/benefitsin kind;

f) the individual claiming business expenses within his own tax
return;

g) the individual offering or providing more than one type of
company service; and

h) theturnover of engagementsisconsidered significant.

These indicators representanon-exhaustive list of considerations and the
Authority would urge individuals either currently undertaking or
contemplating commencing CSP activities, who remain unsure as to
whether they meet the by way of its business’ threshold test, to discuss
their specific circumstances with the Authority. Furthermore, these
indicators are not cumulative; however, the greater the number of
indicators an individual meets the greater the probability that a by way

of its business” determination would be made by the Authority.

A company service provider authorised to provide, by way of its business,
the following servicesto third parties: (i) formation of companies or other
legal entities; and, or (ii) provision of a registered office, a business
correspondence or administrative address and other related services for
acompany, a partnership orany other legal entity.

A company service providerauthorised to provide, by way of its business,
the service to third parties of acting as, or arranging foranother person to
act as director or secretary of a company, a partner in a partnership or in
asimilar position in relation to other legal entities.

A company service providerauthorised to provide, by way of its business,
all of the services of a company service provider specified in the definition
of "company service provider" contained in article 2(1) of the Act.

Meansany natural or legal person to whoma CSP service is provided.

As per Article 2 of the Act, ‘Company Service Providers' or ‘CSPs’ are those
personswho by way of business provide any of the following services to
third parties:
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a) formation of companies or other legal entities;

b) acting as, or arranging for another person to act as, a director or
secretary of a company, a partner of a partnership, or a similar
position in relation to other legal entities; and

c) provision of registered office, a business correspondence or
administrative addressand other related services for acompany,
a partnership or any other legal entity.

Means the activities of Company Service Providers for which
authorisation is issued in terms of the Act.

Means the Malta Financial Services Authority established by the Malta
Financial Services Authority Act, Chapter 330 of the Laws of Malta, also
referred to as the ‘Authority’

refersto Continuous Professional Education.
Means Directors and Officers liability insurance cover.

includesany person occupying the position of director of a company, by
whatever name he may be called, carrying out substantially the same
function in relation to the direction of the company as those carried out
by a director.

The Company Service Providers (Exemptions) Regulations,2020.

in relation to any company, means any body corporate which is that
company’s subsidiary or parent company, or a subsidiary of that
company’s parent company, and the term "group" shall be construed
accordingly as well as meaning a parentundertaking and all its subsidiary
undertakings.

The term ‘Holding oneself out’ involves actual representation to third
parties. The test on 'holding oneself out’ is not confined solely to a
determination as to whetheradvertising or solicitation takes place.

The following are indicators thata person shall be deemed to be ‘holding
himself out”

a) advertising the services provided or solicitation of business either
verbally, through printor online (rather than being requested to
provide CSP services); or

b) making itknown thatthe person will act to meet certain requests;
or

c) beingequipped so to act e.g. office stationery, application form,
business cards, businesstelephone book entries, website; etc.
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These indicatorsare not cumulative, however, the greater the number of
indicators a person meets, the greater the probability that such person
would be considered as 'holding oneself out’ by the Authority.

Includes a body corporate or other association of persons
whether granted legal personality in accordance with the
provisions of the Second Schedule to the Civil Code, or
not.

Means a function within an Authorised Person the cessation or
interruption of which would materially adversely impact the services
provided to clients.

Meansa natural or legal person.
Means Professional Indemnity Insurance.

Any person who directly or indirectly owns or controls 25% or more of
the capital or voting rights in an entity or otherwise exercises control over
the managementof the legal person.

The qualitative assessment of time commitment involves an assessment
of qualitative factors that determine the amount of time a person can
dedicate to his/her function.These include:

i.  thesizeand circumstances of the entity with whom the position
is held;
ii.  thenature,scale and complexity of the activities of the respective
entities;
iii.  the place or country where the entitiesare based,;
iv.  thetravel time required forthe role;
v.  the number of meetingsscheduled for the managementbody;
vi.  thetime needed forinduction and training;and
vii.  theresponsibilityto be borne bythe person.

The quantitative assessment of time commitment involves an
assessment of the number of commitments held by the person. The
involvement in multiple roles is an important factor which may affect
time commitment.

means a member state of the European Union, the EEA or any other
jurisdiction which has in the opinion of the Authority an equal or
comparable level of regulation regarding CSP in Malta.

Meansany Regulations that may be issued underthe Act.
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Means the net revenue which shall be calculated in the following
manner. the gross revenue derived from Company Service Provider
Services, in any one financial year, less any commissions, where
applicable, that are directly related to the acquisition of the said gross
revenue, paid or payable to third parties.

Refersto individualsin possession of a warrant, or equivalent, to carry out
the profession of advocate, notary public, legal procurator or certified
public accountant whose revenue from corporate services forms, or is
forecast to form, in the upcoming year, not more than: [a] 35% of the
combined total revenue from the provision of all professional services; or
[b] EUR100,000,whicheveristhe higher.Provided that this category may
not provide the service of “provision of a registered office, a business
correspondence or administrative address and other related services
for acompany, a partnership orany other legal entity.”

Refers to individuals who hold an aggregate of not more than five (5)
involvements. Provided that for the purposes of this definition:[i] the term
involvements’ shall encompass acting as director or company secretary
of acompany, a partnerin a partnership orin a similar position in relation
to other legal entities; [ii] involvements with entities which are licensed,
recognised or otherwise authorised by the Authority shall not count as an
involvement given that individuals holding directorships or company
secretarial positions in companies which are so licensed, recognised or
authorised by the Authority are not considered as providing directorship
or company secretarial services by way of business, for the purposes of
authorisation in terms of the Act; [iii] involvements of the same person
within the same group of companies shall only count as one single
involvement.

PAGE 5 OF 50



Chapter 1

Title 1

R1-11

R1-12

R1-13
R1-14

R1-15

CSP RULEBOOK

General Scope and High-level Principles

Scope and Application

This Rulebook is being issued pursuant to Article 8 of the Act which provides
that the Malta Financial Services Authority as the Competent Authority, may
publish rules which shall be binding on Company Service Providers.

ThisRulebook shall apply to Company Service Providers authorised in terms of
the Act and Applicants seeking authorisation as CSPs under the Act, as
applicable, exceptfor:

i.  Chapter 2, Titles 7 and 8 which shall not apply to Applicants
who are individuals;

ii.  Chapter4,Title 2 which shall apply only to CSPs providing the
services of Company Formation, in addition to other
requirements which are of general application; and

iii.  Chapter 4, Title 3 which shall apply only to CSPs which act as
director or secretary of a company, a partner in a
partnership or in a similar position in relation to other legal
entities,in addition to other requirements which are of genera
application;

iv.  Chapter4, Title 4 which shallapply only to CSPs arranging for
another person toact as director or secretary of a company,
a partner in a partnership orin a similar position in relation to
other legal entities, in addition to other requirements which
are of general application;and

v.  Chapter4, Title 5which shallapply only to CSPs whoare either
‘Under threshold Class A CSPs" or ‘Under threshold Class B
CSPs’, in addition to other requirements which are of general
application.

ThisChapter outlines the high-level principles which should guide CSPs in the
provision of theiractivity in or from within Malta.

Chapter 2 of this Rulebook outlines the Authorisation requirements and the
respective Authorisation process for CSPs.

Chapter 3 of this Rulebook outlines the ongoing obligations which CSPs must
adhere to.
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Chapter 4 of thisRulebook provides for:

i.  Supplementary rules for CSPs providing the services of Company
Formation;

ii.  Supplementary rules for CSPs which act as director or secretary of a
company, a partner in a partnership or in a similar position in relation
to otherlegal entities;

iii.  SupplementaryRules for CSPs which arrange for another person to act
as director or secretary of a company, a partnerin a partnership orina
similar position in relation to otherlegal entities. These rules will apply
to the said CSPs;

iv.  Supplementary Rules which are applicable to CSPs which are ‘Under
threshold Class A CSPs’ or ‘Under threshold Class B CSPs’; and

v.  Supplementary Rules applicable to CSPs which are neither ‘Under
threshold Class A CSPs” nor‘'Under threshold Class B CSPs'.

The Rules stipulated in this Chapter apply in addition to other requirements,
which are of general application, stipulated in other Chapters of this Rulebook.

Chapter5 of thisRulebook provides for enforcementand sanctionsin the event
of misconduct by CSPs.

Transitory Period for CSPs authorised in terms of the CSP Act of 2013

Any person in possession of a registration to act as a Company Service Provider
in terms of the Company Service Providers Act, 2013, prior to the date of coming
into force of the amendments introduced by Act L of 2020 shall take all
necessary measures to comply with these Ruleswithin six (6) monthsfrom the
date of the publication of these Rules.

Provided that such persons shall, during this six-month period, continue

complying with the previous version of the Rulesand also strive to comply with
these Rules on a best efforts basis.

High-level Principles

CSPs shall act in an ethical manner with due care, skill and diligence, taking into
consideration the best interests of their clients and the integrity of Malta’s
financial system.

CSPs shall act honestly, fairly and professionally and shall comply with the
relevant provisions of the Act, the regulations issued thereunder, and these
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Rules, as well as with other relevant legal and regulatory requirements,
including inter alia the Prevention of Money Laundering Act, Chapter 373 of the
Laws of Malta, as well as any regulations and rules issued thereunder.

R1-23 CSPs shall co-operate with the MFSA in an open and honestmanner and shall
provide the Authority with any information it may require. CSPs shall supply the
MFSA with such information and returns as the MFSA requires.

R1-24 CSPs are also expected to deal openly and in a spirit of cooperation with any
other relevantregulatory authority.

R1-25 In complying with R1-2.1, CSPs shall:

i.  referto,and where applicable comply with the applicable Maltese laws,
regulations and rules issued thereunder aswell as any Guidance Notes
which may beissued by the MFSA or other relevant body to assist the
said persons in complying with their legal and regulatory obligations;
and

ii.  take due account and, where applicable,comply with any relevant EU
legislation as well as any Guidance Notes/Statements/Industry Best
Practices which may be issued by local and, or international standard
setting bodies.
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Authorisation of Company Service Providers

Scope and Application

This Chapter identifies the Authorisation requirements for Applicants wishing to be
authorised as CSPs under Article 3 of the Act, and the applicable Authorisation
process.

ThisChapter appliesto all Applicants, except for Titles 7 and 8 which shall not apply
to Applicantswhoare individuals.

The Authorisation Requirementfor CSPs

Any person, operating in or from Malta, who acts or holds himself out as acting as a
CSP by way of its business, shall apply to the Authority for authorisation in terms of
Article 3 of the Act:

Provided that personswhoare licensed, authorised or recognised by the Authority in
terms of any one of the laws for the purposes of which the MFSA has been designated
as competent authority, other than those exempt in terms of the Exemption
Regulations, are still subject to authorisation in terms of the Act.

Provided furtherthat an Applicantshall only apply forauthorisation under one of the
classes referred to in the Act.

Pursuant to R2-2.1,a person providing, or holding itself out as providing, CSP services
in or from Malta, without being so authorised by the MFSA shall be in breach of the
Act.

Employees of a CSP or directors of a CSP, whose appointmentas directors or company
secretary or similar position to anothercompany or legal person is arranged by that
CSP, are notsubject to authorisation, in terms of the Act, in theirown name.

Where a person is providing, by way of business, services as a director or company
secretary of one or more companies, a partnerin a partnership ora similar position in
other legal entities, then that person is subject to authorisation as a CSP in his own
name, in terms of the Act.

In the case of ajoint venture or outsourcing agreemententered into by aMaltese CSP
with an overseas entity, whereby only the local entity would be effectively 'holding
itself out’ to provide company services and actually provides these services in Malta,
the authorisation requirementin terms of the Act would only apply to the local entity.

Pursuant to R2-2.6 where overseas entities hold themselves out as providing the
services set out in article 3 of the Act, on the basis of a joint venture or outsourcing
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agreementwith a Maltese CSP, by virtue of which only the latter would be effectively
performing such servicesin or from Malta, itis only the local company service provider
which is subject to authorisation in terms of the Act:

Provided that the overseas entity shall specify to its current or prospective clients, as
wellas, in any marketing material it issues, that it isholding itself out as providing the
services setout in article 3 of the Act on the basis of a joint venture or outsourcing
agreementwith a Maltese CSP the name of which shall be specified.

CSPs having an establishmentin Malta providing services to companies or otherlegal
entities outside Malta would be subject to authorisation since they are providing CSP
services from Malta.

A person wishing to be authorised to provide CSP services may be a legal or a natural
person.

Further to R2-2.9, where the applicant is a legal person, such person shall be
established either in Malta or in another recognised jurisdiction. Where such lega
person is not established in Malta, such person shall be eligible for Authorisation so
long as:

(i) itis established in a recognised jurisdiction;

(i) it has a registered business office in Malta;

(iii) at least one of the persons entrusted with the management and
administration, is residentin Malta; and

(iv) it complies with all other authorisation requirementsunder this Section.

Notwithstanding R2-2.9, based on the risk presented by the nature, size and
complexity of the business of the CSP, where the Authority considers, both at
authorisation stage and on an ongoing basis, that an individual CSP cannot meet its
governance requirements, the Authority may, at its discretion, require the said natural
person to establish a legal person.

Notwithstanding R2-2.9, 'Under threshold Class A CSPs’ and ‘Under threshold Class B
CSPs’ may only be natural persons.

A CSP shall be required to have an initial issued share capital or capital contribution,
as set out hereunder:
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CSPClass Initial Capital Requirement

€10,000
Class A CSPs
Under threshold Class A CSPs — €2,500
€15,000 + Mandatory PII
Class B CSPs
Under threshold Class B CSPs — €5,000
Class CCSPs €25,000 + Mandatory Pl

Provided that, where applicable, the Authority may accept an adequate D&O
insurance instead of, or in conjunction with,PII.

A CSP shall, at application stage and on an ongoing basis thereafter, maintain and be
able to demonstrate adequate financial resources for the nature and scope of its
businessand shall be solventat all times. It shall establish the level of resources which
it deems necessary to meet its liabilitiesas theyfall due and to withstand the risks to
which it may be subject. In making its assessment of the financial resources required,
the CSP shall take into consideration the risks to which itis exposed as a result of the
nature of its businessand the extentto which those risks can be avoided or reduced.

A CSP shall maintain the minimum capital required as initial capital in terms R2-2.13
and this shall be maintained for as long as the person remains authorised under the
Act. In the case of a CSP that is a limited liability company, its share capital, shall be
issued and fully paid up and no divestment of capital shall take place unless the issued
capital and the working capital of the Authorised Person shall collectively amount to
the minimum as prescribed in R2-2.13.

The own fundsrequirement,in the case of a legal person, shall also be deemed to be
satisfied if such amount is held in the form of cash and cash equivalents in terms of
International Accounting Standard 7,as may be amended fromtime to time. The CSP
should revert to the Authority in case of doubt as to whetheranyassets it holds may
be considered to be cash or cash equivalentfor the purposes of this Rule.

The own fundsof a CSP that is an individual may be constituted and held in the form
of a guarantee or an irrevocable letter of creditissued by a creditinstitution:.
(a) authorised to carry on business of banking underthe Banking Act (Cap.370);
(b) having its registered office in the EU and authorised in accordance with
Directive 2013/36/EU;or
(c) lawfully permitted to carry on business of banking in an approved jurisdiction,
provided that the credit institution is subject to effective prudential regulation
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and supervision having the same effect as Maltese law and which is effectively
enforced.

Provided that the following conditions are met:
(a) the guarantee or the letter of creditis made out in favour of the Authority,
(b) the content of the guarantee or letter of creditis provided to the Authority for
its approval; and
(c) where the Authorised Person intendsto effectany changesto the content of
the guarantee or letter of credit, such CSP immediately submits in writing to the
Authority the particulars of the proposed changesforthe Authority’s approval.

Notwithstanding R2-2.14, where the Applicant is an individual, such applicant may
opt to obtain a guarantee or irrevocable letter of creditas follows:

Subject to the conditions set out below, the own funds of an individual person
authorised under the Act shall be constituted and held in the form of a guarantee
provided by, or an irrevocable letter of credit issued by a credit institution:

a) licensed to carry on the business of banking under the laws of Malta; or

b) lawfully permitted to carry on the business of banking in a country outside
Malta which is established in a recognised jurisdiction lawfully permitted
to carry on business of banking in an approved jurisdiction, provided
that the credit institution is subject to effective prudential regulation
and supervision having the same effect as Maltese law and which is
effectively enforced.

The conditionsreferred toin the preceding paragraph are:
a) the guarantee or the letter of creditshall be in favour of the Authority;

b) thecontent of the guarantee or letter of credit is to be approved in advance
by the Authority, and

c) where the CSP who is an individual intends to effectany changesto the
content of the guarantee or the letter of credit, such CSP shall immediately
submit, in writing, to the Authority the particulars of the proposed changes
and no such changesshall be made without the Authority's approval.

The Application Process

Applicants shall submit their application and authorisation documents, as applicable,
and in accordance with this Section, to the Authority. Applicantsshall ensure that the
appropriate Application Form, as determined by the Authority,iscompleted,and that
any documentation requested in original should be submitted to the Authority in
writing.
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The MFSA may require applicants to submit to the MFSA whatever additiona
information it deems appropriate for the purposes of determining whetheritshould
grantauthorisation to the Applicantas a CSP.

The Authority shall notinitiate the review of any application which:

i.  isnot complete with all the required supporting documentation; or
ii.  haspending authorisation fees.

Authorisation Considerations

When considering whether to authorise an Applicant, the Authority shall inter alia,
have regard to:
i.  theprotection of consumers and the general public;
ii. the protection of the reputation of Malta, taking into account Malta's
international commitments;
ii.  the promotion of competition and choice;
iv.  thereputation and suitability of the Applicantand all other parties connected
with the Applicant;and
v.  theadequacy of resources including human, financial and systems.

Pursuant to considerations outlined in R2-4.1, the Authority may authorise an
Applicant as a CSP, subject to the Applicant being a fit and proper person and it
complies with all the other application requirements determined as may be
determined by the Authority.

The onus of proving fitnessand properness to provide the services of a CSP lies with
the Applicant.

Notwithstanding Rule R2-4.3, the Authority shall, as part of its assessment process,
avail itself of any additional information which may be available toit. Such information
may include information which was not provided by the Applicant.

The Authority shall base its decision as to whether or not an Applicant is to be
authorised in terms of the Act, on the basis of the information provided by the
Applicant, and any other information that ought to have been disclosed by the
Applicant. The MFSA shall not be liable in damages for any acts or omissions on the
part of the Applicant.

Fitness and Properness

Applicants seeking authorisation as CSPs shall be required to be fit and proper on a
continuous basis.
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The Authority shall not grant authorisation to an Applicant to provide company
services, if it appears to it that the criteria of fitness and properness are not, and will
not, be met bya person concerned.

When arriving at its decision as to whether a person concerned has met the fithess
and properness criteria, the Authority will take account of all material facts,
whether such facts are disclosed or otherwise.

Pursuant to R2-5.1, in assessing whethera person is a fit and proper person, the
Authority shall assess the following:
i.  Competence,interms of R2-5.7;
ii.  Reputation, in terms of R2-5.8;
iii.  Conflictsof Interest and Independence of Mind, in terms of R2-5.9; and
iv.  Time Commitment, in terms of R2-5.10.

In this respect, reference should be made to the Guidance on the Fitness and
Properness Assessments applied by the Authority.

The fitness and properness assessmentshall be applicable to: (i) the Applicant, where
the CSP is a natural person; (ii) Qualifying Shareholders; and (iii) any individual that
intendsto hold and approved position within the CSP.

Al criteria referred toin R2-5.4 must be met in satisfaction of the fitand proper test. It
shall not be the duty of the Authority to prove the converse before it refusesto grant
authorisation to an Applicant, or before it intends to suspend or withdraw an
authorisation granted to, or held by, an Authorised Person.

Competence

Applicantsshall demonstrate and provide reasonable assurance to the satisfaction of
the Authority, that both collectively and individually, they have an acceptable level
of knowledge, professional expertise and experience and that adequate systems and
resources are in place for the provision of the servicesof a CSP.

The Authority may, at its discretion, on the basis of a risk-based assessment, conduct
further assessments as it may deem necessary. Such furtherassessment may include
aviva-voce interview.

Further to R2-5.1, following approval, persons subject to the Fitness and Properness
assessment shall be required to obtain a number of CPE hours on an annual basis, as
determined by the MFSA.

Reputation

An applicantshall demonstrate to the Authority and provide reasonable assurance to

the satisfaction of the Authority that they are of good repute as well of theirintentions
to actin an honest, ethical and trustworthy manner.
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The Authority’s assessment of reputation shall be based on an assessment of i
integrity;and [ii] solvency.

Conflicts of Interest and Independence of Mind

Any person applying to hold an approved position, in their proposed role, should be
able to make their own sound, objective and independent decisionsand judgments.
Independence of mind can be affected by conflicts of interest. There is a conflict of
interest if the attainment of the interests of a shareholder may adversely affect the
interests of the supervised entity.

Any person applying to hold an approved position will not be considered suitable if
there exists a conflict of interest which poses a material risk whichis not possible to
prevent,adequately mitigate or manage.

Time Commitment

Persons, in their proposed role, must be able to commit sufficienttime to
performing their functions efficiently and effectively.

In order for the Authority to carry out its due diligence exercise to establish the “fit
and proper” status of an applicant, the latter would be required to submit a duly
completed Personal Questionnaire form.

The Personal Questionnaire form is to be submitted through the online portal.

Where the proposed shareholders of an applicant are corporate entities, these shall
be required to complete the "questionnaire for qualifying shareholders other than
individuals”.

Appointmentof Key Function Holders/Officers
Appointment of Compliance Officer

As part of the authorisation process, a CSP shall propose an individual, based in
Malta, to be appointed as Compliance Officer. Such person shall not have a client
facing role. The proposed individual should not be involved in the client
onboarding process unless to provide guidance with respect to Compliance
issues if this is deemed necessary. In addition, the Compliance Officer should not
be involved in the performance of activities which he is required to monitor.

Prior to appointing an individual as Compliance Officer,the CSP must seek the MFSA’s

prior written consent. The CSP shall formally propose the appointment to the MFSA
after having conducted its own due diligence checks.
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Notwithstanding R2-6.1.1 and R2-6.1.2, where the Applicant is a natural person, such
person shall himself be considered as being the Compliance Officer, if the individua
is authorised as Under threshold Class A or Under threshold ClassB CSP.

This notwithstanding, such CSP shall be required to engage athird party on an annua
basis to provide a compliance report which needsto be presented to the Authority.
The Authority mightalso request for additional measures to be putin place.

The role of the Compliance Officeris an onerous one and the CSP shall ensure that it
is only accepted by individuals who fully understand the extent of responsibilities
attached to the role with adequate skill, knowledge and experience in both
compliance and company service providers.

The role of the Compliance Officer, inter aliaincludes:

a) As the individual responsible for all aspects of compliance, the Compliance
Officerwill be expected to demonstrate independence of judgementand to
exercise proper day to day control over the activity of the CSP in terms of the
Act.

b) Inordertobe able to satisfy these requirements, the Compliance Officer must
familiarise himself thoroughly with any conditions that may be imposed in
relation to the CSP’s authorisation as well as the requirements emanating
from the Act together with any regulations and rules issued thereunder, as
well as any relevant guidance issued by the MFSA, and shall take steps to
ensure that the CSP’s staff are familiar with the said requirements and any
conditionsthat are relevant to theirrole within the company.

€) In particular, the Compliance Officer must pay particular attention to those
Rules which require the CSP to establish, implementand maintain adequate
policies and procedures to identify breaches by the CSP of the applicable
authorisation and ongoing requirements, and to minimise the risk of such
breaches.

d) The MFSA also expects the Compliance Officer to ensure, that incorrect or
misleading information is not provided deliberately or recklessly tothe MFSA
eitherin supervisory returnsor in any otherway.

Appointment of Money Laundering Reporting Officer

CSPs carry on ‘“relevant activity” for the purposes of the Prevention of Money
Laundering and Funding of Terrorism Regulations. Accordingly, besidesadhering to
the Prevention of Money Laundering Act, CSPs are required to adhere to the
Regulations made thereunder, as well as the Implementing Procedures and any
guidance notesissued by the Financial Intelligence Analysis Unit.
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In terms of the Prevention of Money Laundering and Funding of Terrorism
Regulations, as subject persons, CSPs are required to appointa Money Laundering
Reporting Officer (MLRO). Therefore, as part of the authorisation process, an
Applicant shall propose an individual to be appointed as MLRO.

The individual proposed to perform the role of MLRO may or may not be the
Compliance Officer and/or the Managing Director having the duties outlined in
R2-6.1. Applications for multiple roles will be assessed by the Authority on a case
by case basis, depending on the particular operational set-up of the company and
its supervisory track record.

Furthermore, as stipulated by the Prevention of Money Laundering and Funding of
Terrorism Regulations, the person appointed as a MLRO should be an officer of the
subject person of sufficient seniority and command, and must also satisfy all
requirementsset out in the Implementing Proceduresissued by the FIAU.

Prior to appointing an individual as MLRO, the CSP must seek the MFSA’s prior written
consent. The CSP shall formally propose the appointment to the MFSA after having
conducted its own due diligence checks.

Notwithstanding R2-6.2.1 to R2-6.1.4, where the Applicantis a natural person, such
person shall himself be considered as being the MLRO, if the individual isapplying as
Underthreshold Class A or Under threshold Class B CSP.

Upon being granted approval by the MFSA, the CSP shall inform the FIAU of the
appointmentof the MLRO. In thisregard, the MLRO will need toregister with the FIAU
website in order to upload the “MLRO Details sheet”.

The role of the MLRO is an onerous one and the CSP shall ensure that it is only
accepted byindividuals who fully understand the extent of responsibilities attached
to the role. The Authority expects proposed MLROs to possess both relevant
qualifications and experience in AML/CFT matters.

The MLRO is responsible for the management and oversight of all aspects of the
subject person’s AML/CFT activities. Thisinter aliaincludes:

a) Being thoroughly familiar with the Act, the Prevention of Money Laundering
Act, the Regulations made thereunder, as well as the Implementing
Procedures and any guidance notes issued by the Financial Intelligence
Analysis Unit. In thisrespect the MLRO must have the necessary qualifications
and work experience;

b) Similarly ensuring that all staff is familiar with the relevant provisions of the
applicable legislation, and that regular training is being given in this regard.
Note is to be taken of training that has been carried out and recordsretained
of the persons trained and when. Care should also be taken when new staff
is recruited to ensure that they obtain the necessary training;
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¢) Ensuring that any suspicious transactions are to be reported directly to the
Financial Intelligence Analysis Unit (FIAU), even if the transaction is not
carried out. It should be noted that such reports should not be copied to the
Authority or to anyone else;

d) Setting up an internal reporting procedure to ensure thatstaff can reportany
such transactions without hindrance and that clear reporting lines are in
place. Senior management is to be made aware of such reports and should
not be ina position to suppress them;

e) Ensuring that proper Customer Due Diligence procedures are in place and
that the procedures set out in the Implementing Procedures relating to the
identification and verification of natural or legal persons are complied with.
In this regard, it would be pertinentto point out that copies of identification
documentsare to be retained of all customers and these should invariably be
authenticated;and

f) Particular care is to be taken as to identification procedures and records of
corporate entities with authenticated copies of identification records being
retained for all directors of such entities.

The Approval and Departure Processes for Approved Persons

For purposes of this Title, an 'Approved Person’ shall mean any individual being
proposed to hold a role which the Authority deems to require its prior approval.
including but not limited to the Compliance Officer, MLRO, Directors, Senior
Managers, Risk Officer and/or Committee members.

The Approval Process

The request for MFSA’s approval shall be made to the Authority by a CSP with respect
to the appointment of a Director on its board, a Compliance Officer and/or a MLRO

prior to the formal appointment of such person, and shall be accompanied by a
Personal Questionnaire ("PQ"). This shall be duly completed by the individual

proposed togetherwith all the relative documents.

In this respect, reference should be made to the Guidance on the Fitness and
Properness Assessments applied by the Authority.

In the case of a proposed Compliance and/or Money Laundering Reporting
Officer, sufficient details of the individual's background, training and/or

experience relevant to the post should also be included such that the MFSA is
able to make adequate assessment with respect to the proposed individual’s
suitability for the proposed post.

In this respect, reference should be made to the Guidance Paper on the Money
Laundering Reporting Officer.
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The Authority may also require further information from the proposed person. For
purposes of thisRule,the MFSA may inter alia requestany supporting documentation
from the CSP, and/or proposed persons, as it may deem necessary.

The Authority shall, as part of the assessment process, also use information not
provided by the proposed person, interalia including publicly available information.
The Authority may also make reference to the overall organisational structure of the
CSP.

The MFSA shall base its decision as to whether the proposed Approved Person has
met the required standards, on the basis of the information provided by the CSP as
well as the approved person, and any other information that ought to have been
provided or disclosed to the Authority. The MFSA shall not be liable in damages for
any acts or omissions on the part of the proposed individual.

The Departure Process

The CSP shall notify the Authority of the resignation or removal of an Approved
Person by not later than the effective resignation and/or departure date.

The CSP shall request the relevant Approved Person, to provide the Authority with: (i)
the reason for their departure; and (ii) awritten confirmation that such departure was
nota consequence of any regulatory implications or to provide relevant details of any
such regulatory implications, as appropriate.

The CSP shall also provide to the Authority together with the notification, a written
statement noting the reason/s for departure and the remedial measures being
undertaking to satisfy the Authorisation conditions as applicable. Any evidence of
fraud or dishonesty by amember of the CSP's staff should be notified to the Authority
immediately upon becoming aware of the matter.

Approval of Qualifying Shareholders

The proposed acquisition of a qualifying shareholding in an Applicantor Authorised
Person is subject to the prior written approval of the MFSA Such approval is only
granted if the MFSA is satisfied that such personis a fitand proper person.

Formal notification of a change in shareholding of aCSP is to be accompanied by:

a) a Personal Questionnaire in the case of a proposed acquirer who is an
individual;

b) the Questionnaire for Qualifying Shareholders other than Individuals in the
case of a proposed acquirerwho is not an individual.

c) organigram clearly depicting the shareholding structure of the CSP or entity
applying for Authorisation under the Act, as the case may be, as well as the
percentage shareholding held by each entity in the applicant entity or
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Authorised Entity as the case may be. The names of the ultimate beneficial
ownersmust also be clearly disclosed,;

d) details regarding the Source of Funds and where applicable Source of
Wealth. In this respect, reference should be made to the Guidance Note on
the submission of the Source of Wealth and Source of Funds; and

e) any additional information as may be determined by the Authority.

In order to avoid undue delays in the assessment process, it is essential that the
proposed acquirer promptly transmits all required information to the MFSA.

The information required shall be proportionate and adapted to the nature of the
proposed acquirer and the proposed acquisition. In its assessment, the MFSA shall
take into account any information it may already possess in relation to the proposed
acquirer.

The MFSA may consider, on the basis of its analysis of the information submitted, by
the proposed acquirer, that some additional information is necessary for the
assessment of the proposed acquisition. In that case, the MFSA may request, in
writing, that the proposed acquirer provides the additional information.

In the event that any of the information submitted is false or forged, rendering the
conclusions of the MFSA liable to being erroneous, the MFSA shall refuse the approval
of the proposed acquisition. The Authority also has the power to take regulatory
action if the information provided at application stage is incorrect even after approval
has been granted.

In assessing the request for approval as a qualifying shareholder of a CSP, the MFSA
shall adoptthe following criteria:

a) thereputation of the proposed acquirer;

b) the reputation and experience of any person who will direct the business of
the CSP holderas a result of the proposed acquisition;

c) thefinancial soundnessof the proposed acquirer; and

d) whether there are reasonable grounds to suspect that, in connection with
the proposed acquisition, money laundering or terrorist financing is being or
has been committed or attempted or that the proposed acquisition could
increase the risk thereof.

Cessation of Business

CSPs intending to voluntarily cancel their Authorisation should submit a formal
requestto the MFSAfor the approval of the voluntary cancellation as soon as possible.

The Authority shall not proceed with the internal process to approve the voluntary

cancellation of an Authorisation until the CSP has paid any amounts, inter alia
including any fees, due to the Authority.
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The Authority may request the CSP to delay the voluntary cancellation of its
Authorisation or winding-up of its business, should it at any stage of the voluntary
cancellation, or winding up process, determine thatthisisrequired in order to ensure
consumer protection and protection of market integrity, or to wind-up such
business in accordance with the conditions imposed by the MFSA.

The general procedure for voluntary cancellation of an Authorisation is set out in R2-
95 to R2-9.7. This notwithstanding, the MFSAreserves the rightto impose additional
requirements.

Once an authorised CSP informs the MFSA of its intention to voluntarily cancel its
Authorisation, the following confirmations/action/documentation should be
submitted to the MFSA:

a) a formal request to the MFSA asking for approval to voluntarily cancel the
Authorisation;

b) a certified true copy of the Directors’/ General Partners'Resolution confirming
the Company’s intention to voluntarily cancel its Authorisation certificate,
subject to the Authority’s approval and once the necessary formalities are
finalised,;

c) once the necessary formalities are finalised, the CSP must give due notice to
its clients of its intention to voluntarily cancel its Authorisation. Confirmation
to thiseffectshould be submitted to the MFSA;

d) aconfirmation (where appropriate) that the CSP which is seeking to cease its
company service business has transferred its clients to another Authorised
Person or to a person which isexemptfrom the requirement of Authorisation
in terms of the ExemptionsRegulations;

e) a confirmation that no litigation relating to CSP services and CSP clients is
pending;

f) aconfirmation that the CSP will remove from all letterheads, and any other
stationery, anyreference to being authorised by the Authority;

g) aconfirmation that the CSP hasinformed its auditor and insurer (if any) of its
intention to voluntarily cancel its Authorisation; and

h) a confirmation from the auditors of the CSP specifying the date by when all
business and obligations arising from the CSP’s activities related to its
Authorisation as CSP have been settled.

Provided that, the above list should not be considered exhaustive and it is the CSP’s
duty to ensure that all its responsibilities have been satisfied.

Once all the requirements listed above are satisfied, an internal process will be set
in motion for the approval of the voluntary cancellation of the Authorisation. Once
a decision is taken, this will be conveyed in writing to the CSP which will cease to
be authorised thereafter. The CSP shall then return its original Authorisation
certificate to the MFSA. Moreover, following the Authority's approval of the
voluntary cancellation, unless arrangements are made for the winding up of the
CSP, a certified true copy of the Constitutional Document of the CSP, duly
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amended to remove all references to the provision of company services from its
objects clause and, (where appropriate) to change the name of the CSP, should
be submitted to the Authority.

R2-97 The MFSA will ordinarily issue a public notice regarding the voluntary cancellation
of the Authorisation.
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Ongoing Obligations for CSPs

Scope and Application

This Chapter providesthe ongoing obligations for all CSPs.

General Requirements

The CSP shall, at all times, have adequate business organisation, systems, resources,
experience and expertise toact as a CSP.

The CSP shall take reasonable steps to ensure continuous and reliable regularity in
the performance of its services. To thisend, the CSP shall employ systems, resources
and procedures that are appropriate and proportionate to the nature, scale and
complexity of its business.

The CSP shall co-operate fully with any inspection or other enquiry, or
compliance testing carried out by the MFSA or an inspector acting on its behalf.

The CSP shall maintain sufficient records to be able to demonstrate compliance
with the conditions of its Authorisation and with all applicable requirements
prescribed by the Act as well as the regulations and rules issued thereunder. In
this regard a CSP shall conduct sufficient monitoring and regular reviews,
including independentaudits if necessary.

Pursuant to R3-2.4, such records shall be kept available for inspection by MFSA, for at
least five years from the date of the termination of services.

Provided that the Authority may request that such records are keptfor a period of up
to seven years from the date of the termination of services.

Provided further that the requirementsset out in thisRule shall be without prejudice
to:

i.  any otherrecord keeping obligations thatthe CSP may have in terms of any
other law, rules or regulation;and

ii.  the right of any other authority, in terms of applicable law, to access the
documents, data or information covered by this Title.

Where the CSP is an individual, such CSP shall ensure compliance with Rule 3-2.2

and shall implement and maintain clients’ interests are safeguarded in the event
of death, incapacity, sickness, holidays or other absence of the CSP.
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Title 3 Notifications and Prior Approvals

R3-3.1 Where a Rule demands that a CSP notifies the MFSA of an event, such notification
shall be made to the MFSA promptly and formally, in a durable medium. The
requirementto notify the MFSA of any event shall not be satisfied merely by the fact
that the information which oughtto be notified to the MFSAisincluded in astandard
regulatory return or information which is publicly available.

R3-32 The CSP shall notify the MFSA in writing of:

3)

b)

a change of registered office or business address, at least one month in
advance of such change;

any material changesin the information supplied to the MFSA immediately
upon becoming aware of the matter,

any actual or intended legal proceedings of a material nature by or against
the CSP immediately after the decision has been taken or on becoming
aware of the matter; and

any breach of any Authorisation condition/s or of any provision of the Act or
the regulations and rules issued thereunder, as soon as the CSP becomes
aware of the breach.

R3-33 The CSP shall obtain the prior written consent of the MFSA before:

e)

making any change tothe CSP’s name or business name (if different), at least
one month in advance of such change;

acquiring 25 per cent of more of the capital or voting rightsin another entity;
any material changestothe business plan as originally authorised, including
any additional activities the CSP intends to start providing which does not
fall underthe company services that require authorisation:

taking any stepsto cease its company services business; and

agreeing tosell or merge the whole or any part of its undertaking.

Provided that where the CSP is a legal person, it shall also seek the prior written
approval of the MFSA before:

f)
g)
h)

making any change to its share capital or the rights of shareholders;
resolving to gointo liquidation or dissolution;

any proposed change to its ownership structure, including any acquisition
of a qualifying shareholding, takes place, immediately upon becoming
aware of the situation; and

making any changesto the instrument of incorporation.
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Financial ResourcesRequirement

The CSP shall, at all times, have sufficientfinancial resources available to enableit to
conduct its business effectively and to meet its liabilities.

The CSP must maintain and be able to demonstrate, at all times, adequate financia
resources in line with the nature, scale and complexity of its business and must
therefore satisfy the requirements of R2-2.13 to R2-2.15 for as long as that person
remains authorised under the Act.

Notwithstanding R3-4.2, where the CSP is also regulated by the Authority for other
activities and is therefore subject to higher financial resources requirements than
those established in these Rules, these higher financial resources requirements shall
be deemed to satisfy the requirements of these Rules and no additional financia
resources would be required.

Insurance Requirement

Where pursuant to R2-2.13,a CSP is required to take out PlII, such CSP shall take out
and maintain full PIl cover and shall ensure that such insurance, inter alia;

i.  covers any legal liability in consequence of any negligent act, error or
omission in the conduct of the business by the CSP or any person employed
by it or otherwise acting on its behalf,including consultants under acontract
for service with the CSP;

ii.  covers legal defence costs which may arise in consequence of any negligent
act, error or omission in the conduct of the CSP’s business by the CSP or any
person employed by it or otherwise acting on its behalf, including
consultants undera contract for service with the CSP;

iii.  covers the whole territory of the European Union and extends to all other
territories from, in or to which the CSP is providing its services;

iv.  includes any dishonest, fraudulent, criminal or malicious act, error or
omission of any person at any time employed by the CSP, or otherwise
acting on its behalf,including consultants under a contract for service with
the CSP;

v.  covers libel,slanderand defamation;

vi.  covers loss of, and damage to, documents and records belonging tothe CSP
or which are in the care, custody or control of the CSP or for which the CSP
is responsible; including also liability, costs and expenses incurred in
replacing, restoring or reconstructing the documents or records; including
also consequential loss resulting from the loss or damage to the documents
or records;

vii.  covers any liability resulting from any breach of a provision of the Act or of
any regulations and rules issued thereunder, and any award resulting from
any such breach;
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viii. ~ covers claims made after the expiry of the policy where the circumstances
giving rise to the claim were notified to the insurers during the period of the
policy; and

iX.  covers the minimum limits of indemnity prescribed by R3-54 .

Provided that, where applicable, as per R2-2.13, the Authority may accept an
adequate D&O insurance instead of, or in conjunction with,PIl.

For the purposes of demonstrating to the satisfaction of the MFSA that the
requirements of this Title are being complied with on an ongoing basis, the
CSPshall, upon request by the MFSA, submit to the MFSA a copy of the renewal cover
note or such other written evidence as the MFSA may require

to establish compliance with these Rules.

A CSP shall,within two working days from the date when itbecomesaware of any of
the circumstances specified in (i) to (vii) below, inform the MFSA in writing where:

i.  during the period of a policy, the CSP has notified insurers of an incident
which may giverise to a claim underthe policy;,

ii.  during the period of a policy, the insurer has cancelled the policy or has
notified its intention of doing so;

ii.  the policy has not been renewed or has been cancelled and another policy
satisfying the requirements of this Title has not been taken out from the day
on which the previous policy lapsed or was cancelled,;

iv.  during the period of a policy, the terms or conditions are altered in any
manner so that the policy nolonger satisfies the requirements of this Title;

v.  theinsurer has intimated that it intends to decline to indemnify the insured
in respect of a claim under the policy;

vi.  theinsurer has given notice that the policy will not be renewed or will not
be renewed in aformwhich will enable the policy to satisfy the requirements
of this Title;and

vii.  during the period of a policy, the risks covered by the policy, or the
conditionsor terms relating thereto, are altered in any manner.

The required minimum limits of indemnity are:
i.  inrespect of anyone claim, the higher of:
a. three times the Relevant Income; or
b.EUR 1,000,000
ii.  inaggregate,the higherof:
a. three times the Relevant Income; or

b.EUR 1,500,000

iii.  legalcosts limited to 20% of (i) or (ii) of this Rule, whicheverisapplicable.
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Provided that, for purposes of this rule, ‘Relevantincome’ shall mean all grossincome
received or receivable which is commission, fees or other earnings arising from the
business activities, whether those activities are authorised under the Act or not, for
the last accounting year or on the basis of the business plan agreed with the
Competent Authority in respect of the relevantyear or period. Provided that income
received or receivable in the form of interest, whetherin respect of bank deposits or
investments does not form part of ‘Relevant Income’.

Governance

A CSP's business shall be effectively directed or managed by persons who are of
sufficiently good repute, possess sufficient knowledge and experience, commit
sufficient time to perform their functions and be sufficiently experienced so as to
ensure the sound and prudent management of the CSP. In the case of authorised
individuals, said individuals are required to document all decisions taken.

The CSP shall:

i.  establish, implement and maintain decision-making procedures and an
organisational structure which clearly and in a documented manner
specifiesreporting linesand allocates functions and responsibilities;

ii.  ensure that its staff is aware of the procedures which must be followed for
the proper discharge of their responsibilities;

iii.  establish, implement and maintain adequate internal control mechanisms
designed to secure compliance with decisions and procedures at all levels
of the CSP;

iv.  employ personnelwith the skills,knowledge and expertise necessary for the
discharge of responsibilities allocated to them;

v.  establish, implement and maintain effective internal reporting and
communication of information at all relevantlevels of the CSP;

vi.  maintain adequate and orderly records of its business and interna
organisation; and

vii.  ensure that the performance of multiple functions by its staff does not and
is not likely to prevent those persons from discharging their particular
function soundly, honestly and professionally.

For these purposes, the CSP shall take into account the nature, scale and complexity
of its business, and the nature and range of the activity being undertaken in the
course of that business.

The CSP shall establish, implement and maintain systems and procedures that are
adequate to safeguard the security, integrity and confidentiality of information,
taking into account the nature of the information in question;

The CSP shall establish, implement and maintain adequate policies and procedures

designed to ensure compliance with its obligations under the Act, any Regulations
issued thereunder and these Rules as well as with its obligations under other
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applicable legislation, in particular the Prevention of Money Laundering Act, the
Regulationsissued thereunder and the Implementing Proceduresissued by the FIAU,
as well as to detect the associated risks, and shall put in place adequate measures
and procedures designed to minimise such risk and to enable the MFSA to exercise
its powers effectively.

The CSP shall regularly monitor and, at least every 6 months, evaluate the adequacy
and effectiveness of its systems, internal control mechanisms and arrangements
established in accordance with this sub-section and to comply with R3-24.
Furthermore the CSP shall prepare an annual report to the Board, or as part of the
businessrecord for an individual. Such report should be made available to the MFSA
on requestand should also include the appropriate measures putin place to address
any deficiencies.

Competence and Effective Management
The CSP shall:

a) Understand and comply with its contractual and other legal obligations;

b) Identify and act in each clients best interest and deal properly with
managing and mitigating any conflict of interest between clients or
between itself and a client;

c) Keep the affairs of clients confidential except where disclosure of
information is required or permitted by law or by guidance published by the
Authority, or authorised by the person(s) towhom the duty of confidentiality
is owed; and

d) Record and monitor compliance with the Act, any regulations issued
thereunderand with these Rules.

Where the CSPisa legal person, such person shall be effectively directed or managed
by at least two individuals in satisfaction of the dual control principle.

Persons acting as directors shall discharge all their duties and responsibilities in
relation to the company and to comply with the law and principles of the good
corporate governance and any applicable Codes, guidance or regulations including
fully participating in all board decisions, being informed regarding the business of
the CSP and taking such decisions in the best interests of the CSP and its clients.
Decisionsshall be taken by at least 2 directors.

Further to R3-6.6.2 and R3-6.6.3, where there are more than two individuals directing
the business, both persons’ judgments must be engaged in order that major errors
leading to difficulties for the undertaking are less likely to occur. Similarly, both
persons must have sufficient experience and knowledge of the business and the
necessary personal qualities to detect and resist any imprudence, dishonesty or
otherirregularities by the other person. Thus,where a single individual is particularly
dominant in an undertaking this will raise doubts about the fulfilment of the
criterion.
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R3-6.65 Where the CSP employs staff, such CSP shall ensure that staff are suitably chosen,
effectively trained, managed and monitored to comply with these rules. The CSP shall
ensure that the responsibilities and authority of each member of staff are clear and
appropriate to his or her qualifications and experience and that staff receive any
training which isnecessary for their roles.

R3-6.6.6 Pursuant to R3-6.6.5, the CSP shall formulate and keep up to date plans for staff
training and development, including training in relation to anti money laundering
and countering the financing of terrorism, and for disaster recovery.

Title 7 Risk Management

R3-7.1 The CSP shall take the following actions with a view to managing its risks:

undertake an assessment with the purpose of understanding and identifying
all the risks associated with its business model and target markets. Such
assessment should be duly documented and reviewed regularly in line with
the changing environment within which the CSP is operating in. The
relevant policies and procedures should be adopted such assessment;
establish, implementand maintain adequate risk management policies and
procedures, which identify risks relating to the CSP's activities, processes and
systems and set the level of the CSP’s risk appetite;

regularly review the risk management policies and procedures,includingthe
business risk assessment in the light of internal or external changes and
update the policies, procedures and business risk assessment to reflect the
same;

iv.  adopt effective controls, processes and mechanisms to manage and
mitigate the risks relating to the CSP's activities, processes and systems, in
lightof that level of risk tolerance;

v.  monitor the following:

a. the adequacy and effectiveness of the CSP’s risk management
policies and procedures;

b. the level of compliance by the CSP and its approved persons and
staff members with the policies and procedures adopted in
accordance with point (i) above; and

c. the adequacy and effectiveness of measures taken to address any
deficiencies in those policies and procedures, including failures by
the relevant personsto comply with therewith;and

vi.  draw up and maintain a Risk Register vis-a-vis the its clients.

R3-7.2 The CSP is required to establish and maintain a risk management function which

independently carries out the following tasks:

i.  theimplementation of the policy and proceduresreferred to in Rule R3-
7.1;and
ii.  theprovision of reports and advice to senior management.
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The MFSA may allow the CSP to establish and maintain a risk managementfunction
which does not operate independently, provided thisdoes not give rise to conflicts
of interest and the CSP demonstrates to the MFSA that the establishment and
maintenance of a dedicated independent risk management function with sole
responsibility for the risk management function isnotappropriate and proportionate
in view of the nature, scale and complexity of its businessand the nature and range
of the CSP services and activities undertaken in the course of that business.

This notwithstanding, where a Risk Officer is not specifically employed by the CSP,
the role should be performed by a senior official of the CSP or a non-executive
director.

Where aCSP is granted such derogation, it must nevertheless be able to demonstrate
that the policies and procedures which it has adopted in accordance with R3-7.1
satisfy the requirements thereof and are consistently effective.

Furthermore, where a CSP is granted a derogation, the MFSA should be naotified of
theidentity of the person identified to carry out the risk managementfunction. Any
changesin thisregard should also be promptly notified to the Authority.

For purposes of point (v) of R3-7.1, the Risk Register shall:

a) list all the Clients which the CSP has onboarded together with the relevant
risk classification/rating of each client; and
b) identifythe risksinherentto the business model of each client.

In addition, the Risk register should include other risks which the CSP is exposed to,
based on the assessment as per Rule 3-7.1(i).

Compliance

The CSP shall establish, implement and maintain adequate policies and procedures
designed todetectanyrisk of failure by the CSP to comply with its obligations under
the Act, the Regulations issued thereunder and these Rules, as well as with its
obligations under other applicable legislation, as well as to detect the associated
risks, and shall putin place adequate measures and procedures designed to minimize
such risk and to enable the MFSA to exercise its powers effectively.

The CSP shall, for this purpose, take into account the nature, scale and complexity of
its businessand the nature and range of CSP services and activities undertaken in the

course of that business.

The CSP shall establish and maintain apermanentand effective compliance function
which operatesindependently,and which has the responsibilities provided in R2-6.1.
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Provided that pursuantto R2-6.1.3, where aCSP isa natural person,such person shall
be himself considered as being the Compliance Officer, if the conditions of R2-6.1.3
are satisfied.

In order to enable the compliance function to discharge its responsibilities properly,
the CSP shall ensure that the following conditions are satisfied:

i.  the compliance function shall have the necessary authority, resources,
expertise and access to all relevantinformation; and

i.  aCompliance Officershall be appointed whoshall assume responsibility for
the compliance function and for any reporting as to compliance required by
the Act or these Rules and shall prepare an annual report as provided by R3-
6.5.

Further to R3-8.3, the CSP shall also ensure that the following conditions are satisfied:

i.  the relevant persons involved in the compliance function shall not be
involved in the performance of services or activities which they monitor, shall
not be clientfacing and shall not be involved in client onboarding; and

i. the method of determining the remuneration of the relevant persons
involved in the compliance function shall not compromise their objectivity
and shall not be likely to do so.

The Compliance Function shall draw up an annual compliance monitoring program
and provide the Board of the CSP with regular updates on the implementation
thereof in the form of compliance reports which shall also include information on
compliance matter in general.

Outsourcing

A CSP shall have a policy on its approach to outsourcing, including contingency
plans, exit strategies as well as a general policy that covers all aspects of outsourcing,
including non-material outsourcing, whether the outsourcing takes place within a
corporate group or not.

A CSP shall ensure, when relying on a third party for the performance of any
operational function, that it takes reasonable steps to avoid undue additiona
operational risk to the provision of continuous and satisfactory service to clients and
the performance of its services on a continuous and satisfactory basis.

When the CSP outsources any function, the CSP shall remain fully responsible for

discharging all of its obligations under the Act or these Rules and shall adequately
manage the risks relating to such outsourcing arrangementsat all times.
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The CSP shall exercise due skill, care and diligence when entering into,managing or
terminating any arrangement for the outsourcing to a service provider of any
operational functions.

The CSP shall carry out an ongoing assessment of the operational risks and the
concentration risk associated with all its outsourcing arrangements. The CSP shall
notify the MFSA of any material developments.

CSP retains full regulatory responsibility and shall ensure for the proper management
of the risks associated with the outsourced activities lies with the CSP.

When the CSP outsources any function, the CSP shall ensure that the outsourcing
arrangementsdo not result in the delegation of responsibility.

The outsourcing of operational functions may not be undertaken in such a way as to
materially impair:

i.  the ability of the MFSA to monitor the CSP's compliance with all its
obligations;
ii. theorderly conduct of the CSP’s business;
ii.  thequality of the CSP's internal controls;
iv.  theCSP's ability to manage and monitor its business and activities; or
v.  the ability of internal governance bodies, such as the Board of Directors, to
fulfil their oversight tasks.

The CSP shall, in particular, take the necessary steps to ensure that the following
conditionsare satisfied:

i.  the service provider must have the ability, capacity and any authorisation
required by law to perform the outsourced functions, services or activities
reliably and professionally;

ii.  the service provider must carry out the outsourced services effectively, and
to this end, the CSP must establish methods for assessing the standard of
performance of the service provider,

iii.  the CSP must properly monitor the carrying out of the outsourced functions,
and adequately manage the risks associated with the outsourcing;

iv.  appropriate action must be taken if it appearsthat the service provider may
not be carrying out the functions effectively and in compliance with
applicable laws and regulatory requirements;

v.  the CSP must retain the necessary expertise to monitor the outsourced
functions effectively and manage the risks associated with the outsourcing
and must monitor those functions and manage those risks;

vi.  the service provider must disclose to the CSP any development that may
have a material impact on its ability to carry out the outsourced functions
effectively and in compliance with applicable laws and regulatory
requirements;
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vii.  the CSP must be able to terminate the arrangementfor outsourcing where
necessary, without detrimentto the continuity and quality of its provision of
services to clients;

viii.  the service provider must cooperate with the MFSA in connection with the
outsourced activities;

ix.  theCSP, its auditors and the MFSA must have effective access to data related
to the outsourced activities, as well asto the business premises of the service
provider, and the MFSA must be able to exercise those rights of access;

X.  the service provider must protect any confidential information relating to
the CSP and its clients; and

xi.  the CSP and the service provider must establish,implementand maintain a
contingency plan for disaster recovery and periodic testing of backup
facilities, where that is necessary having regard to the function, service or
activity that has been outsourced.

A CSP shall inform the MFSA of any material outsourcing arrangements and shall
make available on request all information necessary to enable the Authority to
supervise the compliance of the performance of the outsourced activities with the
requirements of these Rules. The prior approval of the MFSA isrequired with respect
to any material outsourcing arrangements.

A CSP shall inform the MFSA of any material development affecting an outsourced
activity and the mannerin which itis proposing to rectifyits position in order to fulfil
its obligations to its clients.

The MFSA may impose specific conditions on the CSP for the outsourcing of any
activities.

The Outsourcing Contract
The CSP shall ensure that any outsourcing arrangement is based on a formal, clear,

written contract which establishes the respective rights and obligations of the CSP
and of the service provider, including the requirements emanating fromRule3-9.9.

Procedures for the Reporting of Breaches

Where the CSP employs staff, the CSP shall develop and maintain appropriate
procedures for employees to report breaches internally. These shall include the
maintenance of a breacheslog which lists any reported breach.

Pursuant to R3-10.1, CSPs shall also refer to, and comply with, the applicable
provisions of the Protection of the Whistleblower Act, Chapter[] of the Laws of Malta.

In the case of individuals, the CSP is required to have in place a breacheslog which
also lists any breachesto the Act, Rules or otherrelevant laws and Regulations.
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Conductof BusinessObligations
General Conduct of Business Rules

CSPs shall adopt appropriate and transparent reporting lines within its organisation,
as applicable, inter alia in order to mitigate the risks associated with conflicts of
interest.

A CSP shall establish, implement and maintain effective organisational and
administrative arrangements appropriate to the size and organisation of the CSP and
the nature, scale and complexity of its business. The CSP shall have a conflict of
interest policy and shall prevent conflicts of interest from adversely affecting the
interests of its Clients.

The circumstances which should be treated as giving rise to a conflict of interest
should cover cases where there is a conflict between the interests of the CSP or
certain persons connected to the CSP or the group of which the CSP forms part, or
from the performance of services and activities, and the duty the CSP owes to a
Client; or between the differing interests of two or more of its Clients, to whom the
CSP owes in each case a duty.

Segregation of Funds

A CSP must ensure that any fundsin its possession but belonging toaclientare kept
at all times separately from its own fundsand also that they are not co-mingled with
funds of other clients.

For purposes of R3-11.2.1, non-fungible assets belonging to clients and which may
come into the possession of the CSP must be kept separate and distinct both from
the CSP's own assets and from other assets belonging tootherclients.

Furthermore, also for purposes of R3-11.2.1,in the case of fungibles, itis not necessary
for CSPs to open separate accounts for each clientas long as appropriate records are
keptand effective reconciliation proceduresare in place.

Customer Acceptance and Due Diligence

The requirements set out in this rule (R3-11.3), shall apply in addition to the
Implementing Proceduresissued by the FIAU.

Prior to accepting to offer its services to any Client, a CSP shall, in so far as it can
determine, ensure that such person is of sufficient good standing and repute. The
CSP shall, inter alia, ensure that the proposed activities, or the engagement itself
would not breach any international financial sanctions.

Prior to offering company services to a client, a CSP shall requesta prospective client
to confirmin writing whether the latter has:
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ever been convicted of an offence (other than a minor traffic offence);

ever been adjudged bankrupt;

ever been the subject of an investigation by a government, professional or

other regulatory body;

d) ever been a director, shareholder, officer or manager of a business entity
which hasbeen the subject of an investigation as aforesaid,;

e) ever been a director, shareholder, officer or manager of a business entity
which hasbeen adjudged bankrupt compulsorily would up or has made any
compromise or arrangement where its creditors or has otherwise ceased
trading in circumstances where its creditors did not receive or have not yet
received full settlementof their claims; and

f) ever had or currently has any direct or indirect beneficial interest in or

whether he ever was or currently is a director of any other company

registered in Malta.

ca

O
~

The prospective clientshould also be required, by the CSP, to confirm in writing that
heis not acting on behalf of any other third parties.

The CSP shall undertake all the necessary customer due diligence procedures,
including but not limited to the questions referred to in R3-11.3.3, when there is a
change in the directors, officers, members or beneficial ownership of the companies
to which the CSP provides company services.

The CSP shall ensure that it incorporates all the procedures relevant to the
identification of clients and the due diligence enquiriesto be made in theirregard in
a Procedures Manual.

Pursuant to this rule, documentary evidence of the assessments conducted in terms
of this rule prior to onboarding a client and an ongoing basis, should be held at the
registered address of the CSP in Malta,and made available to the MFSA upon request.

Disclosure Requirements

Once authorised, a CSP shall ensure that its status as a CSP is disclosed in all
advertisements and correspondence. The following wording is to be included:
"Authorised to act as a Company Service Provider by the Malta Financial Services
Authority.”

Rules on Personal Transactions

A CSP shall establish, implementand maintain adequate arrangements,including a
personal transaction policy, which prevent any approved person or employee who
is involved in activities that may give rise to a conflict of interest, or who has access
to inside information or to other confidential information relating to Clients or
transactions with or for Clients by virtue of an activity carried out by him on behalf of
the CSP.

PAGE 350F 50



R3-115.2

R3-116

R3-116.1

R3-116.2

R3-116.3

R3-1164

R3-11.7

R3-11.7.1

CSP RULEBOOK

CSPs shall ensure that approved personsand employeesdonotenterintoa persona
transaction which meets at least one of the following criteria:

i.  itinvolves the misuse or improper disclosure of confidential information;or
ii.  itconflicts, or is likely to conflict, with any obligation of the CSP.

Conflicts of Interest

A CSP shall establish,implementand maintain an effective conflicts of interest policy
set out in writing and which is appropriate to the size and organisation of the CSP
and the nature, scale and complexity of its business, to prevent conflicts of interest
from adversely affecting the interests of its Clients.

A CSP shall keep and regularly update a record of the situations or services carried
out by or on behalf of the CSP in which aconflict of interest entailing arisk of damage
to the interests of one or more Clients hasarisen or, in the case of an ongoing service,
may arise.

The conflicts of interest policy established in accordance with these Rules shall be set
out in writing and shall inter alia include the following:

i.  Theidentification of, with reference to the specific services carried out by or
on behalf of the CSP, the circumstances which constitute or may give rise to
a conflictof interestentailing arisk of damage to the interests of one or more
Clients;and
Procedures to be followed and measures to be adopted in order to manage such
conflicts and to preventsuch conflicts from damaging the interests of Clients.

The CSP shall assess and periodically review, at least annually, the conflicts of interest
policy established in accordance with these Rules and shall take all appropriate
measures to address any deficiencies.

Client Agreements

CSPs, prior to entering intoa clientrelationship, shall discuss terms of business with
each prospective clientand keep awritten record of the terms of the agreement with
each client, including evidence of the client’s agreement to those terms. That
agreementshallinclude,as a minimum:

&

details of the services to be provided and the fees charged,

) arecord of how and by whom requests for action are to be given;

) provision dealing with situations where the CSP loses contact with a client;
and

a provision granting right of access to the MFSA to all information pertaining to the

services being provided to the client as well as the client.

o T
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Arecord of any provision should indicate:

a) A clear description of the groundsand procedure for the termination of the
agreementand the consequences of termination;
b) A description of the CSP’s procedure for dealing with any complaints;
c) Astatement that the CSP is authorised by the MFSA: and
Arequirementon the client to cooperate and comply with requests for information
promptly.

Fees
CSPs shall agree on a clear fee structure with each of their clients before providing
company services thereto and must ensure that the feescharged are transparent at

all times.

Pursuant to R4-6.4.3.1, CSPs shall ensure that adequate notice is given before any
material change in the fee structure is introduced.

Complaints
CSPS shall establish, implement and maintain effective and transparent procedures
for the reasonable and prompt handling of complaints received from clients and to

keep arecord of each complaint and the measures taken for its resolution.

CSPs shall maintain a complaints register which contains a record of each
complaint and the measures taken for its resolution.
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Record Keeping

The CSP shall arrange for records to be keptof all services provided by it which shall
be sufficient to enable MFSA to monitor compliance with the requirements under
these Rules and in particular to ascertain that the CSP has complied with all
obligations with respect to clients or prospective clients. The CSP shall arrange to
keep sufficientbackup of all such records.

The CSP shall keep and have available t\o the MFSA, for at least five years after the
termination of the relationship, the records relating to the provision of company
services to clients. Such records shall contain all the information and details for the
identity of the clientand the information required under the Prevention of Money
Laundering Act, 1994 and Regulations issued thereunder as well as by the
Implementing Proceduresissued by the FIAU.

The MFSA may, in exceptional circumstances, require the CSP to retain any or all of
those records for such longer period as is justified by the nature of the transaction, if
that is necessary to enable MFSA to exercise its supervisory functions.

Therecords shall be retained in a medium that allows the storage of information in
a way accessible for future reference by the MFSA and in such a form and manner
that the following conditions are met:

a) MFSA must be able toaccess themreadily and toreconstitute each key stage
of the processing of each transaction;

b) it must be possible for any corrections or other amendments and the
contents of the records prior to such corrections or amendments to be easily
ascertained; and

c) it must not be possible for the records otherwise to be manipulated or
altered.

CSPs must keep and preserve appropriate recordsin Maltawhich will at least include
such records as are appropriate for their functions, as required by any applicable law
and as will enable the provision of information to persons entitled to such
information, on a timely basis. Thisshould include the identity of all their clients and
the beneficial owners thereof, as well as their residential addresses. The records
retained should be sufficientto enable the CSP to comply with any notification and
reporting requirements.

Where the CSP avails itself of digital record keeping solutions, such as cloud-based
systems, the CSP shall ensure the security and availability of data and shall assess the
cyber security of such solution.

The CSP shall retain its records in a centralised location, whether in paper or in soft
copy format. Such records shall include, but not be limited to:

i.  Correspondence regardinginitial contactand introductions with clients;

PAGE 38 OF 50



R3-12.7

R3-12.8

Title 13

R3-131

R3-13.2

R3-13.3

R3-134

R3-135

R3-136

CSP RULEBOOK

ii.  Correspondenceregardingclienton-boarding and acceptance;and
iii.  any othercorrespondence with clients.

Further to R3-12.6 Officersand employees of a CSP servicing clients shall have access
to all the CSP’s information in orderto ensure effective clientacceptance procedures
and practices, as well as adequate ongoing monitoring and continuity.

A CSP shall, taking into account the size, nature, scale and complexity of the said
undertaking and on a best effort basis, refer to the Guidance on Technology
Arrangements. ICT and Security Risk Management.and Outsourcing Arrangements,
issued by the MFSA.

Reporting Obligations

The CSP shall have internal control mechanisms and administrative and accounting
procedureswhich permit the verification of their compliance with these Rules.

The CSP shall in each year prepare an Annual Return in the form prescribed by the
MFSA signed by the proprietor where the CSPisan individual, or otherwise by at least
two persons who are authorised to legally represent the CSP. In the latter case, the
CSP is expected to provide a certified true copy of such Board Resolution to the
MFSA.

Audited annual financial statements prepared in accordance with appropriate
accounting standards, together with a copy of the auditors’ managementletter and
the auditors’ report, shall be submitted to the MFSA within four months of the
Accounting Reference Date. Submission of these documents to the Malta Business
Registry or any other register or authority shall not be deemed to have satisfied the
submission requirementwith the MFSA.

The CSP shall notify the MFSA immediately if it becomesaware that it will be unable
to submit an Annual Return on the due date. The notice shall give reasons and shall
explain what action is being taken to rectify matters

The CSP shall notify the MFSA immediately if:

a) itisnotified thatits auditor intendsto qualify the audit report;

b) it becomesaware ofactual orintended legal proceedingsagainstit; or

c) it decidesto claimona professionalindemnity or other policy relating
to its company service providerbusiness.

Notwithstanding R3-13.2to R3-13.5,a CSP who is an individual is required to submit
a 'Statement of Solvency’ (see proforma as per Annex 1 to these Rules) on an annual
basis, togetherwith the Annual Financial Return in the form prescribed by the MFSA.
A CSP who is an individual must appoint an auditor to audit his/her financia
statements which should form the basis for the Annual Financial Return to be
submitted to the Authority.
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A CSP shall submit to the MFSA, on an annual basis, a Certificate of Compliance, in
the stylerecommended in Annex 2 tothese Rules. The Certificate of Compliance shall
be signed personally by the CSP whois an individual or by at least two personswho
are authorised to legally represent the CSP, where the CSP is a legal person, as
defined in the Act.

Where there have been breaches of the Act, of any regulations issued thereunder or
of these Rules, the CSPis required to include astatement regarding such breachesin

the Certificate of Compliance.

Deadlinesfor all submissions to the Authority are listed in Annex 3.
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Supplementary Rules

Scope and Application

ThisChapteroutlines:

i.  The supplementary rules for CSPs providing the service of company
formation;

i.  The supplementary rules for CSPs which act as Director or Secretary of a
company, a partner in a partnership or a similar position in relation to
other legal entities;

iii.  Thesupplementaryrules for CSPs which arrange for other persons to act as
director or secretary of a company, a partnerin a partnership or a similar
position in relation to other legal entities; and

iv.  The supplementary rules for those CSPs who are either ‘Under threshold
Class A CSPs” or ‘Under threshold Class B CSPs',

Title 2 of this Chapter shall only apply to those CSPs providing the service of
Company Formation.

Title 3 of this Chapter shall only apply to CSPs which act as Director or Secretary of a
company, a partner in apartnership or asimilar position in relation to other legal
entities.

Title 4 of this Chapter shall only apply to those CSPs which arrange for other persons
to act as director or secretary of a company, a partner in a partnership or a similar
position in relation to other legal entities.

Title 5 of this Chapter applies to all CSPs who are either ‘'Under threshold Class A
CSPs’ or ‘Under threshold Class B CSPs',

Supplementary Rules for all CSPs Providing the Service of Company
Formation

Before submitting the necessary documents to the Malta Business Registry in order
to form companies or other legal entities (or before instructing a local agent to
incorporate a company in another jurisdiction), the CSP shall:

a) carry out the necessary due diligence checks to identify and verify the

ultimate beneficial ownership of the proposed company. Where the
proposed entityis held within acomplex ownership structure, the CSP shall
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ensure that it has understood and verified the true/economic beneficid
owners(s);and

b) ensure that the proposed name of the company does not breach the

applicable requirementsunder the Companies Act.

CSPs, providing the service of company formation shall have procedures in place to:

3)

identify whether the activities of the proposed company would be legal in
the country within which they will be carried out and whether these
activities require any licensing or other authorisation (including, but not
limited to, authorisation to conduct financial services activities);
assess whether the persons involved in the proposed company and/or its
activities would be deemed to be high risk. Examples include where the
beneficial owner would be considered to be a politically exposed person,
where the company is part of a complex structure and where the proposed
activities would be regarded as sensitive. Enhanced levels of due diligence
and ongoing monitoring by the CSP are required in such cases;
assess the level of risk which the formation of the company would present
to the reputation of Malta. These procedures should address the way in
which the CSP shall use available information to identify cases which may
damage Malta's reputation, and the manner in which such cases should be
handled in a responsible manner. Examples of cases which may present
reputational risk include those involving companies:
. trading in arms, supplying technology or parts connected
with defence or providing military security services; or
il. carrying on financial services business in another

jurisdiction, particularly one whose regulatory regime isnot

equivalentto that in Malta, or acting as a holding company

of such a business.

Supplementary Rules for CSPs Which Act as Director or Secretary of a
Company, a Partner in a Partnership or a Similar Position in Relation
to OtherLegal Entities

In acting as directors or company secretaries of a company, partnersin a partnership
or a similar position in relation to other legal entities,in terms of their Authorisation
underthe Act, CSPs shall, as applicable;

understand and act in accordance with their legal duties and the
constitutional document of the clientand seek advice where necessary;
ensure that the board of directors has effective control of the company;
treat the company as a separate legal entity from its shareholders, directors
and avoid or manage conflicts of interestin accordance with the company’s
constitutional document;

know who ultimately owns the company;
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e) know the company’s business and finances and have full and up to date
information on them;

f) ensure that the company keeps properaccounts and records, observes the
minimum record retention periods under any applicable laws, and files
accounts and returns as required by laws;

g) comply with, and ensure that any company of which they are a director,
complieswith the Prevention of Money Laundering Actand any Regulations
issued thereunder;

h) consider whether to resign from office and to notify the MFSA of the
circumstances if they believe that the company is being used for illegal
purposes, trading wrongfully or breaking the law in other ways;

i) ensure that they have adequate experience, expertise and resources to
enable themto discharge theirresponsibilities as director,

j) ensure that the basis on which they are to be remunerated is agreed or
recorded in writing;

k) co-operate fully with any regulator, including the MFSA, which isentitled to
information about the company’s affairs; and

I) notattemptto avoid those responsibilities by proposing contracting out of
them or assign them to others.

CSPs must ensure that they can commit sufficient time to perform their functions
efficiently and effectively in any role they take on. In this respect, CSPs are expected
to conduct both a qualitative and quantitative assessment of time commitment.

Supplementary Rules for CSPs Arranging for Another Person to Act as
Director or Secretary of a Company, a Partner in a Partnership or a Similar
Position in Relation to Other Legal Entities

CSPs may only arrange for natural persons to act as director or secretary of a
company, a partner in a partnership or a similar position in relation to other lega
entities. In the case of CSPs set up as a legal person, they can only arrange for the
appointment of their officers or employees to act as director or secretary in client
entitiesor a similar position.

Where a CSP in terms of its Authorisation underthe Act arranges for another person
to act as director or secretary of a company, a partner in a partnership or a similar
position in relation to other legal entities, it shall be required to:

a) perform a fitness and properness assessment on such person, including
adequate due diligence checks;

b) perform adequate oversight and monitoring on such person; and request
such person to provide regular reports on activities undertaken. The
frequency of such reports should be determined upon the activity
undertaken by the client company however such reports need to be
prepared at least annually.
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Pursuant to point (a) of Rule R4-4.2 above, CSPs shall ensure that any such person is
fitand proper, within the meaning of these Rules, to do so.

Pursuant to R4-4.3 above, CSPs must ensure that any such person is capable of
committing sufficienttime to performing hisfunctions efficiently and effectively.In
this respect, CSPs are expected to conduct both a qualitative and quantitative
assessment of time commitment.

Supplementary Rules applicable to CSPs which are ‘Under threshold Class
A CSPs’ or ‘Under threshold Class B CSPs’

CSPs shall,on an annual basis, submit to the MFSA, a self-declaration evidencing that
it falls within the applicable thresholds to qualify as a ‘Under threshold Class A CSP’
or a 'Under threshold Class B CSP",

CSPs shall submit the self-declaration referred toin R4-5.1, to the Authority, together
with their Annual return, as per the Deadlines of Submissions to the Authority set
out in Annex 3to these Rules.
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Enforcement and Sanctions

Scope and Application

This Title provides detail with regards to administrative penalties and sanctions.
It inter alia provides the principles which guide the MFSA when imposing an
administrative penalty and provides for aggravating and mitigating
circumstances in case of misconduct by CSPs authorised underthe Act.

General

The CSP shall at all times observe the legal requirements, Regulations and the
Rules which are applicable to it, as well as all the relative requirements which
emanate from the Act and regulationsissued thereunder. In terms of the Act, the
MFSA has various sanctioning powers which may be used against a CSP which
does not comply with its regulatory obligations. Such powers include the right
to impose administrative penalties.

Where a CSP breaches a Rule, the MFSA may, by virtue of the authority granted
to it under Article 9 of the Act, impose administrative penalties, without recourse
to a court of law, up to a maximum of EUR50,000.

In determining whether to impose a penalty or other sanction, and in
determining the appropriate penalty or sanction, the MFSA shall be guided by
the principle of proportionality, deterrence and the disgorgement of profits
derived fromwrongdoing where the findings were systemicand theirscale. The
MFSA shall, where relevant, take into consideration the circumstances of the
specific case, which may inter alia include:

i.  the repetition,frequency,gravity or duration of the infringementby the

CSP;

ii. the degree of responsibility of the person responsible for the
infringement;

iii.  thefinancial strength of the CSP;

iv.  the profits gained or losses avoided by the CSP by reason of the
infringement,insofar asthey can be determined,;

v.  thelossesfor third parties caused by the infringement,insofar asthey can
be determined,;

vi.  thelevel of cooperation of the CSP with the Authority;

vii.  previous infringements by the CSP and prior sanctionsimposed by MFSA
or other regulatory authorities on the same CSP;

vii. ~ the good faith, the degree of openness and diligence of the CSP in the
fulfilmentof his obligations under the Act, relative regulations, Rules and
Authorisation conditions or of decisions of the Competent Authority in
this regard,;
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ix.  any evidence of willful deceiton the part of the CSP or its officers;
X.  any potential systemic consequences of the infringement;and
xi.  thereputation of Malta.

Whenever the infringement consists of afailure to performaduty, the application
of a sanction shall not exempt the CSP from its performance, unless the decision
of the MFSA explicitly states the contrary.

These Rules stipulate various requirements for the submission of documents
within set timeframes. In the instance when such timeframes are not complied
with, and unless there is reasonable excuse for the delay, the CSP will be
considered as breaching the relevantRule/s and will be penalised accordingly.

Documents may be submitted in various ways. The date of receipt will be as
follows:

i. ifitis sent by fax and/oremail, the date of receipt recorded shall be the
time stamp of the fax and/or email, respectively;
ii. ifitis sent by post, this will be the date indicated by the MFSA stamp
evidencing receipt; or
ii.  if it is delivered by hand, on the date such delivery was made and
recorded by MFSA.

The MFSA will use its discretion to decide what action to take in respect of CSP
who do not submit documents by their due date, after taking into consideration
the reasons, if any, put forward by the CSP for the delay.

Late submission gives rise to liability to an initial penalty and an additional daily
penalty. If the conditions imposed by MFSA are not met, the Authority reserves
therightto take any furtheraction it may deemadequate in the circumstances.

Aright of appeal to the Financial Services Tribunalis available to CSPs on whom
penalties are imposed.
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Annex 1
Statement of Solvency and Compliance
by a Company Service Provider who is an Individual
Statement of Solvency

| certify, that to the best of my knowledge and belief, and based on reasonable inquiries, the
total of my personal and business assets exceeds the total of my personal and business
liabilities and that | am able to meet those liabilities as they fall due.

Confirmation and acknowledgement

| confirm that in making this statement of solvency, included (as a liability) a provision for
taxation on the whole of my profits up to the date of the accompanying balance sheet.

By signing this Statement of Solvency, | confirm that | understand that if this statement is
found to be false, inaccurate or misleading in any respect, | may be prohibited from
conducting company services business and may be subject to disciplinary proceedings.

Name (BIock Capitals) ... ..o

SIGNGTUTC. .. e e e e e

Trading NAMe. ...
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Annex 2

Certificate of Compliance for Company ServicesProviders

To: Head - Conduct Supervisory Function
Malta Financial Services Authority

Dear Sir/ Madam,

Certificate of Compliance

With reference to the Authorisation as a Corporate Services Provider ...................... authorizing
me/the Company Services Provider to provide company services under the Company Services
Providers Act, I/the Company Service Provider confirm/s that during the period .................. to

(Kindly mark as appropriate)

O All activity has been conducted in accordance with:
a) the Company Services Providers Act;
b) the Rules for Company Services Providers; and
c) any recommendations or directives issued to me by the Malta Financial Services Authority

or

1 Other than the breaches detailed in the attached documentation, (if any), the company services
business has been conducted in accordance with:

a) the Company Services Providers Act;
b) the Rules for Company Services Providers; and
c) any recommendations or directives issued to me by the Malta Financial Services Authority

and that the Malta Financial Services Authority has been notified of all matters which may influence
its decision on the Authorisation status of the Company Service Provider.
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I/The Company Service Provider further confirm that during the above-mentioned period, I/the
Company Service Provider have/has:

O not received any complaints from clients; or
O have received (please specify number) .......... complaints from clients.

At the end of the period, I/the Company have/has (please specify no) .......... complaints which
have not yet been resolved.

Signed by ...
(Inthe case of Corporatesthisform hastobesigned by at least two directors)

Name of Company Service Provider (in case of COrporates) ..............cocoooiviiiiiiiiiiiiiin e,
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Annex 3

Deadlinesfor submissions to the Authority

Submissions to the Authority

Deadline

Annual Compliance Return - Individuals 30 April

Annual Compliance Return - Others 4 months followingfinancial yearend

Audited annual financial statementsand copy
of auditor's management letter and auditor’s

4 months followingfinancial yearend
report

Statement of Solvency as at 31 December of

30 April
eachyear
Certificate of Compliance coveringcalendar
year from 1 January to 31 December of each 31 January
year
Authorisation Fee On the date of submission of the application
for Authorisation
Annual Supervisory Fee 31 January
Annual self-declaration by 31 January
CSPs classified as Under threshold Class A and
Under threshold Class B
Compliance Reports 30 April

by CSPs classified as Under threshold ClassA
and Under threshold Class B
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