Perspectives: Malta

Malta and the consequences of
the FATF grey-listing
Following the news that the Financial Action Task Force (FATF) voted to place Malta on its so-called
grey list, we get three perspectives on the decision, the reaction and the future.

G

lobal money laundering and terrorist financing
watchdog the Financial Action Task Force (FATF)’s
decision to place Malta on its “grey list” sent shock
waves around the gaming industry. For an EU member state
(both Malta and Romania were “grey listed” by the FATF this
year) to be lumped together with the likes of Zimbabwe, Syria
and Albania as having an inadequate AML/CFT regime is a
major slap in the face and, while the full ramifications are still
being worked through, it is fair to ask whether the country’s
well-established gambling and financial services industries will
bear the brunt of any impacts.
The FATF decision came in the wake of a lengthy
periodic AML/CFT technical review process carried out by
MONEYVAL, the Council of Europe’s AML/CFT monitoring
body, with Malta having satisfied almost all technical criteria.
However, the FATF grey-listing also comes after a series
of scandals involving senior politicians and regulators on
the island. The FATF has said it wants Malta to increase its
focus on criminal tax-related and money laundering issues,
as well doing more work to establish accurate and up-todate databases on Maltese companies’ beneficial ownership.
Whether these points and the political scandals of recent years
are related is open to speculation.
Malta’s efforts to position itself as a cryptocurrency hub
might not have helped solidify its international reputation as a
jurisdiction with a strong AML/CFT focus, and the reputation
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it built for itself as the premier European online gambling
jurisdiction certainly ruffled feathers in mainland Europe. The
definition of sports betting in the EU-wide so-called Macolin
Convention seemed in large part targeted at Malta, Gibraltar,
the Isle of Man and other “.com” jurisdictions. Malta, a full
member of the EU and the Council of Europe, refused to
accept it.
Meanwhile, leading online gaming operators based in Malta
had been calling for a while for clear and decisive action on
better governance. The iGaming European Network (iGEN),
which represents around 25 online gambling firms based in
Malta, said that the gaming sector was being hit by the actions
of the few and the negative impact on the reputation of the
online gaming industry was damaging it by association.
When the FATF decision was revealed in late June, there
was considerable alarm among political, regulatory and law
enforcement authorities. As the weeks have gone by, that has
been replaced by a sense of resignation that the road back to
the “white list” could be a relatively long one – a timeframe
of at least 18 months seems to be accepted as inevitable – and
the reputational consequences the country will suffer in the
meantime will be damaging.
Muddying the waters of an already unclear situation,
the FATF decision seems not to have been made purely
on compliance or the lack of it against its 58 assessment
standards. Indeed, Malta seems on the face of it already to
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have met most of the criteria. Politics was clearly a factor, with
the US and one or two other major players rumoured to have
lobbied for the downgrade. Particularly frustrating from a
gaming perspective is the fact that none of the shortcomings
noted by MONEYVAL during its audit process has any direct
link to gambling and yet the industry risks being one of the
hardest hit.
To help understand what the sector is facing, how the
Maltese authorities have reacted and what the future is likely
to bring, we sought the perspectives of three leading industry
players: Yanica Sant, general counsel at the Malta Gaming
Authority, Enrico Bradamante, CEO of Maverick Slots and
chairman of iGEN, and lawyer James Scicluna, co-managing
partner with WH Partners.rs.

The Regulator: Yanica Sant General Counsel,
Malta Gaming Authority
I should say first of all that what is contained in the Financial
Action Task Force action plan is very specific. There are
three points and each one is quite extraneous to the gaming
industry: the regulation, compliance and operation of gaming
is not being questioned or placed under any increased
scrutiny. Nevertheless, we expect that there are likely to
be repercussions for gaming industry. We understand the

inconvenience and the concern that goes with those effects
which is why every institution in Malta including the
Malta Gaming Authority (MGA) has a plan that is being
implemented to get the country off the grey list.
Grey-listing means that the jurisdiction is being placed
under increased monitoring and although none of the points
raised in the MONEYVAL report relate to gambling, when
it comes to reputation, there is nothing worse than being
grey. That makes it a reputational issue as far as the MGA is
concerned and that is where our plan focuses. In addition, we
have been having extensive conversations with operators and
service providers to understand the practical issues that they
are experiencing.
Taking a step back, our overriding objective is to provide
players with a playing environment which is safe, fair and free
from crime. We believe that Malta offers a strong regulatory
framework and we don’t want businesses to be in a position
where being regulated in Malta makes it difficult for them to
carry on. If that were to happen, then those players would be
pushed towards a more risky environment which would be
completely at odds with what we have set out to achieve. This
is the balance that we need to strike: to get Malta off the grey
list but also to support those regulated businesses and ease any
problems they are facing.
The grey-listing has increased the risk profile of the
gambling industry but it has always been considered a highrisk industry for banks and financial institutions. Now we
have a combination of a high-risk industry in a jurisdiction
that is seen as high risk. That makes achieving this balance
challenging as we ensure that markets remain open and
consumers have a wide choice while at the same time
regulating those freedoms in a way that is safe and fair. From
our conversations with those in the industry we know they are
facing some practical issues in terms of banking and monetary
institutions, and this is also where we have a part to play. We
have a new division dedicated to outreach and we are speaking
to the international partners of local licensees as part of a
process which started before the grey-listing. We are sharing
our best practices and explaining our regulatory processes, the
oversight over licensees, our compliance and licensing process,
due diligence and our AML overview. We hope that through
these efforts we are able to ease the effects of grey-listing on
local and international banks and international partners. Our
feeling is that other countries will not be prejudiced against
Maltese-based companies, but if operators or service providers
IMGL Magazine • October 2021 • 31

Perspectives: Malta

are experiencing difficulties they can reach out to the MGA
and we can normally iron out problems. We invite licensees
facing issues to contact us and we will help where we can.
As Malta’s regulatory institutions get going with our plans
we hope and expect that things will get easier. Meanwhile,
operators should be concerned with their compliance and do
their part with regard to self-regulation.
While the issues that the FATF has raised don’t directly
impact on the gambling industry, we will continue to improve
our regulatory process as we have always done. But at the same
time our approach at the MGA is to increase collaboration
with stakeholders and international partners who may have
concerns, whether those are wider concerns or specifically
over the grey-listing. This is a constant message that you will
hear from the MGA: that the regulation of gaming was not
specifically targeted and that nothing has changed regarding
the strength of the regulated environment that we offer.
Anti-Money Laundering regulation is being strengthened
across Europe and Malta will always be fully compliant with
any updated framework. In terms of the negotiation of a new
AML directive, we understand there may be concerns that
Malta’s position is weaker as a consequence of grey-listing.
I can only say that we were the first EU country to regulate
gambling and our representatives will continue to play a full
part at the negotiating table.
It is not helpful to speculate as to how long the situation
will last, but to repair Malta’s position as a country we must
address the issues raised by the FATF first and foremost. But in
terms of reputation, we should shout louder about the things
we are strong at.

The operator: Enrico Bradamante, CEO,
Maverick Slots, Chair, iGEN
The grey-listing came as an unwelcome surprise. It
was always going to be close, but it was surprising
and disappointing as it impacts all of us negatively
as professionals and as businesses. The operational
consequences started immediately as the banks responded
to the grey-listing. Banks, especially foreign banks, are
requesting more documentation before they are prepared
to approve monetary transactions into and out of Malta.
They are asking to see the contracts and the invoices even
for small transactions which adds time and complexity and
delay, putting pressure on cash flows for both small and
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larger businesses. Malta is a higher risk jurisdiction so the
companies and individuals based there are therefore higher
risk and subject to enhanced due diligence specifically for
banks and financial institutions based outside of Malta.
Within Malta itself there have been no real changes and
neither are we expecting any, but that comes against a
backdrop of a lack of service from local banks which makes
things even harder. Until now, companies used foreign banks
for either their primary or back-up accounts. Now those banks
view them with more suspicion and the local banks are not
being any more welcoming either. Despite being based in the
same jurisdiction, they continue to make it very difficult to
open bank accounts, and this is something that is 100 percent
under the control of the government who have failed to
resolve the situation.
The second impact is the reputational effect. Grey-listing
is a technical process and the three items that Malta failed
on out of 58 were very specific and technical. But whilst only
a few people will understand the details, everyone has seen
the headlines, and this creates a negative effect by association
which will lead to problems whether that is in recruiting new
staff or in conversations to attract new business partners.
There is a possibility this could also extend to other gaming
regulators around the world. If a gaming company based in
Malta would like to apply for a license in Germany or the
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US, for example, would they have to pass a higher level of
due diligence? We haven’t seen this impact yet and, as far as I
know, no companies have been refused a licence, but it does
show how far-reaching grey-listing could become over time.
If we look at the journey Malta has been on, it has been
punching above its weight as a country. It has tested the
patience of other countries to a degree which has already
drawn criticism from within the European Union, so we can
also imagine that the grey-listing will have an impact on the
strength Malta has in negotiations. There are negotiations
going on in areas that are of interest to us and to the country,
for example, the Macolin convention, and it is easy to imagine
that Malta will be on the back foot in these negotiations. It has
been reported that the heavyweight nations like Germany, the
UK and the US pushed to get Malta grey-listed. Malta must
have stepped on some toes and is being put in its place and
that can hardly have strengthened the country’s negotiating
position.
The irony is that over the last five years or so, the MGA has
continually raised the bar for the gaming industry in Malta
through the national licenses. Most of the igaming companies
with operations based in Malta have also acquired licenses in
other European countries. That has all come at an operational
cost in terms of compliance and legal staff to ensure that the
companies meet the requirements of those regulators. At
the same time, the industry has improved, has cleaned up
its act and raised the bar in the same way that Maltese and
other European regulators have done. As long ago as 2019,
the industry was given the green light by MONEYVAL, so it
is doubly frustrating that, despite all of these improvements
and the costs incurred to make them, the gaming industry is a
victim of what Malta has done to itself. The country did have
time to address the shortcomings and had a Covid extension,
but it seems that it will still take another 18 months to get over
this situation. I have to be honest and say that this has caused
anger and disappointment in the boardrooms of the regulated
gambling companies and their contingency plans are being put
in place.
Regarding the handling of the situation by the government,
it was giving the same reassurances before the grey-listing as it
is now, but the facts speak for themselves: it has been a failure.
We are in a results-oriented business and the possibility of 18
months of uncertainty will do real damage to the industry.
The experience of the last few years shows how important
transparency is when it comes to resolving the remaining

issues with the FATF. That is not just a gaming industry issue,
but across business. The time for saying ‘don’t worry, we’ve got
this’ is over. The government needs to regain credibility with
business and be open and transparent about progress towards
getting off the grey list.
Having said all that I have about the government in Malta
and the criticisms that many have voiced about the treatment
of our industry, I would like to commend the MGA on its
approach. They have been a great partner and we have been
able to have open and helpful discussions on how we can
improve together as an industry and keep the industry here.
The grey-listing is not a problem with the MGA.

The lawyer: James Scicluna, Co-managing
Partner, WH Partners.
In my experience and that of my clients, the issue of Malta
being rated a high-risk jurisdiction started a while before the
FATF decision as far as international banks are concerned.
In the 12 months leading up to the grey-listing a number of
international banks started to require enhanced due diligence
from companies with a connection to Malta, whether
operating from here or owned here, and not just related to
gambling. That changed the dynamic between customers and
financial institutions and produced an increase in compliance
costs. With the grey-listing itself, that situation has become
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more difficult with those financial institutions who did not
already have Malta on their high-risk list now adding it.
When it comes to day-to-day operations and the potential
impact of grey-listing, the first things that will be impacted
are banking and payments – both of which must also be
considered in light of a widespread reluctance by financial
institutions to have much exposure to “high-risk” industries,
gambling included. There is, of course, enhanced due diligence
to contend with, by virtue of gaming being classified as a highrisk industry and this has been multiplied as a result of Malta
being grey-listed by the FATF. There is also a notional risk
that banks, PSPs and other stakeholders in the payment chain
might determine that the combination of risk factors, when
it comes to providing banking services for Maltese gaming
companies, is too high for their appetite.
It remains to be seen, but we could envisage a situation
where some will consider it is not worth retaining business
relationships with companies with a Maltese connection. I
think that this would be both short sighted and detached
from the real operational risk. The level of compliance being
targeted and achieved by online gaming companies established
in Malta is really very high. There has never been as much
awareness and effort put into ensuring that compliance comes
first and foremost, if for no other reason, then because it is in
the interest of the industry’s own long-term sustainability.
Whilst companies are compliant then arguably nothing
has changed and relationships should be retained. The
frustration here is that there was a lot of hope, particularly in
the gambling industry, that the reforms implemented in the
run up to the FATF vote would flip the coin and that we would
now be benefiting from a whitelist assessment.
The problems leading to grey-listing really have their roots
elsewhere and in this set of unfortunate circumstances the
gambling industry is suffering through no direct fault of its
own. But, in spite of the problems, the gambling industry in
Malta is showing maturity and taking the view that we are
established here and the environment is one that suits us, but
at the same time we need to see the situation resolved.
The gaming industry accounts for around 10 percent of
Malta’s GDP which is a very significant percentage. It is one
of the industries which has helped drive modernisation,
economic growth and multiculturalism in Malta over the
past 16 – 18 years. I don’t think that the industry has lost
confidence in Malta; I rather think that it pains the industry
to see Malta grey-listed. Of course, online gaming operators
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would much rather Malta weren’t grey listed!
The boards of the gambling companies are not going
through the finer points of the FATF tests, complimenting
Malta on satisfying 55 out of the 58 requirements. They
don’t care about that, but they do care about being able
to continue servicing their customers and paying their
customers out when they request it without the funds being
blocked. They care about not being looked at suspiciously,
or more suspiciously. They care about running successful
and responsible businesses and not having to explain to
shareholders why it is that they are in Malta.
Malta has established a strong ecosystem to support all
aspects of the gaming industry. I believe that this critical mass
is strong enough to support the country’s prospects through
grey-listing period, but equally, I can think of scenarios
where Malta being grey-listed for far longer than 18 months
might become problematic for the boards of directors and
shareholders of some operators. The game has changed a lot
in recent years. Operators here are serious, tier-one businesses
and they don’t need the disruption and uncertainty. It is just an
extra burden and 18 months is a long time to wait, so we have
to hope it’s not longer.
In terms of the wider European picture, Malta accepts and
is respectful of national licensing systems for online gaming
and is mindful of its multi-layered relationship with other
EU countries and trade partners. We see this in practice on
a day-today basis. In the past Malta had strong views on an
interpretation of European laws more in line with a single
market approach, but Europe’s institutions (in particular the
Court of Justice) have clarified that the regulation of gaming
is a national competence so long as certain requirements are
strictly met. The wider impact on operations across the EU is,
I believe, contained. If a country were to refuse a license to a
Malta-based company because of what is happening here that
would set a dangerous precedent and my feeling is that no
country will go this route. They may request even more due
diligence, but from what we’re seeing in the Netherlands and
Germany, for example, Maltese-based companies are being
treated equivalently.
The bottom line is that Malta knows the three issues it needs
to address and, while it would perhaps be naive to take them
at face value, ultimately these issues just have to be tackled so
that the country gets off the grey list. No amount of PR will
solve Malta’s problems. Malta simply must address the issues
and get off the grey list.

