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Achieving FATF Compliance in Kuwait: The Role of FOCAL
AML Solutions in Tackling Terrorism Financing

Introduction

In recent years, Kuwait has faced increasing pressure to improve its compliance with the Financial Action Task Force
(FATF) recommendations, particularly concerning Anti-Money Laundering (AML) and Combatting the Financing of
Terrorism (CFT).

The FATF's 2024 evaluation of Kuwait highlighted “serious shortcomings” in its regulatory frameworks and the need
for more robust mechanisms to prevent terrorist financing. The penalties and reputational risks associated with
non-compliance make it imperative for Kuwaiti financial institutions to adopt advanced technological solutions.

Kuwait Under Scrutiny: Insights from the FATF 2024 Report

According to FATF report 2024, the following key points reflect Kuwait's progress and challenges in tackling money
laundering, terrorist financing, and financial crimes.

Legal Framework vs. Effectiveness: Kuwait has an adequate legal and supervisory framework to address and combat
illicit finance, but it faces shortcomings in delivering effective outcomes, particularly in its understanding,
investigation, and prosecution of money laundering and terrorist financing.

Risks from Crimes: While Kuwait is a high-income country with low levels of violent crime, it faces money laundering
risks from crimes such as fraud, corruption, forgery, and offenses committed abroad. It is also exposed to terrorist
financing risks from conducting business with clients from high-risk countries.

Understanding of Risks: As per the report, Kuwait has a foundational understanding of its money laundering risks but
shows a more limited awareness of its terrorism financing risks. Authorities need to improve their risk assessments,
particularly for the non-profit organization (NPO) and virtual asset service provider (VASP) sectors, and the misuse of

legal persons for money laundering.

Challenges in Securing Convictions: Although Kuwait has increased the number of money laundering investigations,
but authorities struggle to secure convictions without proving the original crime. Most prosecuted cases involve
straightforward self-laundering.

Limited Terrorist Financing Prosecutions: Given Kuwait's risk profile, the number of terrorist financing investigations
and prosecutions is "limited," with cases often failing to secure convictions at trial. While Kuwait has a legal framework
for targeted financial sanctions related to terrorist financing and the "financing of proliferation of weapons of mass
destruction," the legal framework does not fully support asset freezing actions, making them "unenforceable", the FATF
says.

Non-Profit Sector and TF: Kuwait has conducted a risk assessment of its non-profit sector, but the FATF report suggests
moving to an enhanced risk-based approach to protect the sector from terrorist financing abuse without disrupting
legitimate NPO activities.

Financial Intelligence Unit: Kuwait's FIU produces information to initiate money laundering investigations, but terrorist
financing investigations largely rely on foreign intelligence. Kuwait has successfully confiscated criminal proceeds,
including valuable assets located abroad, as part of its policy objective.

Beneficial Ownership Issues: Banks and larger financial institutions have a good understanding of their risks and
obligations, but the FATF report also notes that Kuwait lacks "complete and reliable" beneficial ownership information.
The report suggests that supervisors of the financial and non-financial sectors (DNFBPs) need to improve their focus
on beneficial ownership.
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The Impact of FATF Scrutiny on Kuwait’s Financial Institutions

The heightened scrutiny of Kuwait's AML and CTF practices, as outlined in the FATF/MENAFATF report, is expected to
have several effects on financial institutions in Kuwait:

1. Stricter Compliance Obligations: Financial institutions must improve their understanding of money laundering
and terrorist financing risks, especially regarding beneficial ownership. This could lead to stricter due diligence
processes, higher costs, and more administrative work.

2. Improved Risk Assessment Procedures: Kuwait's limited understanding of terrorist financing risks may require
financial institutions to upgrade their risk assessment methods, especially for non-profit organizations (NPOSs)
and virtual asset service providers (VASPSs).

3. Increased Regulatory Oversight: Financial institutions can expect more audits and reporting requirements as
regulators and international organizations increase scrutiny to ensure compliance with global AML/CTF standards.

4. Challenges with Beneficial Ownership Verification: Due to the incomplete ownership data in Kuwait, financial
institutions will need to strengthen Know Your Customer (KYC) protocols, investing more resources to verify
account ownership, especially in complex corporate structures.

5. Focus on Proliferation Financing: With Kuwait's legal framework for freezing terrorist financing and weapons
proliferation assets considered "unenforceable," financial institutions may face challenges in adhering to sanctions,
requiring enhanced screening and monitoring systems.

6. Increased Penalties for Non-Compliance: Failure to meet stricter regulations could result in higher penalties or
sanctions, making it essential for financial institutions to comply to avoid fines, reputational damage, or
disconnection from the global financial system.

FATF Priority Actions to Combat Money Laundering and Terrorist Financing
in Kuwait

The following are strategic urgent measures suggested by FATF GAFI for improving Kuwait's AML/CTF measures.

Update Risk Assessment: Kuwait should update its risk assessment to include broader factors for money laundering
and terrorist financing threats, analyze the misuse of legal persons, and consider cross-border risks.

Strengthen Terrorist Financing Investigation and Prosecution: Kuwait must investigate and prosecute various terrorist
financing activities according to its risk profile, enhancing efforts to detect cross-border currency movements and
Bearer Negotiable Instruments (BNIs).

Implement Targeted Financial Sanctions Effectively: Kuwait should promptly implement Targeted Financial Sanctions
by addressing legal deficiencies, establishing a process for designating targets, and publishing a comprehensive TFS list.

Assess Terrorist Financing Risks in the Non-Profit Sector: Kuwait needs to conduct a terrorist financing risk assessment
of the NPO sector and adjust mitigating measures to align with identified risks while removing unnecessary barriers to
NPO activities.

Improve Money Laundering Detection and Investigation: Kuwait should deepen its understanding of proceeds-
generating offenses for money laundering and implement measures to detect and investigate money laundering
from various predicate offenses.

Enhance Beneficial Ownership Transparency: Kuwait must ensure that authorities understand beneficial ownership
and provide timely access to accurate BO information, prioritizing the BO registry.

How Can FOCAL Empower Financial Institutions in Kuwait?

The FATF 2024 report on Kuwait highlights critical gaps in the country's efforts to combat money laundering and
terrorist financing, particularly in understanding risks, securing convictions, and enforcing targeted sanctions. FOCAL's
advanced AML solution can help bridge these gaps by providing robust tools for risk assessment, enhanced transaction
monitoring, and real-time data analysis. FOCAL's platform is desighed to ensure that financial institutions and
regulatory bodies maintain full visibility into beneficial ownership and comply with international AML standards.
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Real-Time Transaction Monitoring: FOCAL's platform allows institutions to monitor suspicious activities in real time,
identify irregular patterns that may indicate terrorism financing. This improves early detection and intervention
where abuse risks are high.

Risk Assessments: FOCAL streamlines the process of conducting risk-based due diligence, offering solutions for
identifying high-risk customers and transactions.

Improved Beneficial Ownership Transparency: FOCAL's products help institutions collect and verify beneficial
ownership data, a key area where Kuwait has been non-compliant. By enhancing the traceability of financial
transactions, FOCAL helps ensure greater compliance with FATF's transparency standards.

Comprehensive Customer Due Diligence (CDD): The platform performs in-depth customer screening and risk
assessments, enabling financial institutions to evaluate customer profiles accurately and flag high-risk individuals
and entities.

Automated Reporting: FOCAL streamlines SAR/STRs filing processes for financial institutions to meet their reporting
obligations promptly and efficiently.

Training and Capacity Building: FOCAL support experts are always ready to assist with any questions related to the
AML tools while keeping staff informed on AML best practices.

By adopting innovative technologies and a holistic compliance approach, Kuwait can align with regulatory expectations

while positioning itself as a leader in the global fight against financial crime. Effective implementation of these solutions
will bolster the resilience of Kuwait's financial sector, enhance its international reputation, and contribute to the overall
stability of the Middle Eastern financial landscape.

About FOCAL

FOCAL by Mozn is a leader in Al-powered fraud prevention and AML compliance solutions, helping businesses and
governments tackle rising regulatory challenges and combat ever-evolving fraud. With the global crackdown on
financial crime and an increased focus on AML/CFT regulations, FOCAL addresses a critical need for real-time, Al-
driven compliance and fraud prevention solutions, particularly in the fast-changing financial services landscape.

FOCAL leverages Al to streamline key fraud prevention and AML compliance processes without compromising the

customer experience, significantly reducing manual intervention and cutting fraud prevention and compliance

costs for businesses and governments. FOCAL's offerings include fraud prevention, AML compliance, customer due
diligence, database verification, and financial insights.
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