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Anti Money Laundering (AML)

• Money Laundering is a process of using various methodologies to 
conceal the illegitimate source of funds and use of various 
methodologies to convert the funds to appear as if they are 
legitimate funds

• Laundered money can be used for any legal purpose, giving an 
impression of legitimacy



Combating money laundering in Sri Lanka

• Anti-money laundering policies refer to all regulations and laws that 
mandate financial institutions to proactively monitor their clients in 
order to prevent money laundering and corruption.

• The Sri Lankan Parliament has enacted three acts to combat money 
laundering:
➢Prevention of Money Laundering Act No. 5 of 2006

➢The Financial Transaction Reporting Act No. 6 of 2006

➢The Convention on the Suppression of Terrorist Financing Act, No. 25 of 2005 
(CSTFA)



The Financial Transaction Reporting Act No. 6 of 2006

• The Act established the Financial Intelligence Unit (FIU), an independent 
institution within the Central Bank of Sri Lanka and acts as the National Agency 
to collect information relating to suspicious financial transactions. This 
facilitates the prevention, detection, investigation and prosecution of the 
offence of money laundering.

• Through guidelines issued by the FIU, all financial institutions are required to 
maintain records of transactions and of correspondence relating to transactions 
for a period of six years from the date of transaction.

• Financial institutions are required to report any transaction exceeding Sri 
Lankan Rupees 1,000,000 to the FIU.

• The Director of the FIU reports to the Governor of the Central Bank through an 
Assistant Governor with regard to its reported to the FIU are handled 
independently by the FIU together with the law enforcement agencies (LEAs).



Global AML initiatives and Sri Lanka’s standing

• Sri Lanka is a now in the White List as categorized by Financial Action 
Task Force of EU 

“ Sri Lanka is in the White List”



Global AML initiatives and Sri Lanka’s standing

• Sri Lanka is a member of the Asia Pacific Group (APG) on Money Laundering, a FATF-style re-
gional body.

• Sri Lanka’s FIU is a member of the Egmont Group of FIUs.

• The global standards for AML are based on the recommendations by the FATF, which is the 
global regulator.

• The FATF recommendations set out the essential measures that countries should have in place 
to:

• identify the AML/CFT risks, and develop policies and strengthen domestic coordination;

• pursue money laundering and terrorism financing;

• apply and ensure preventive measures for the financial sector and other designated sectors;

• establish powers and responsibilities for the competent authorities (e.g., investigative, law 
enforcement and supervisory authorities) and other institutional measures; and

• enhance the transparency and availability of beneficial ownership information of legal persons 
and arrangements; and facilitate international cooperation



Global AML initiatives and Sri Lanka’s standing

• In accordance with the requirements of the FATF recommendations, Sri Lanka has signed 
and ratified all important international agreements, namely the Convention against Illicit 
Traffic in Narcotic Drugs and Psychotropic Substances,25 United Nations Convention 
Against Convention Transnational Organized Crime,26 the United Nations Convention 
Against Corruption and the Convention for the Suppression of the Financing of Terrorism.

• FAFT requires countries to rapidly, constructively and effectively provide the widest 
possible range of mutual legal assistance in relation to money laundering, associated 
predicate of-fences and terrorist financing investigations, prosecutions, and possible 
extraditions.

• The various international agreements entered into by Sri Lanka and the domestic legal 
instruments such as the Money Laundering Act and Financial Transaction Reporting Act 
pro-vide a sound legal basis for assistance and, where required, extradition.


