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Executive Summary

The Fourth Directive (EU) 2015/849 recognizes that the ML/FT risk 
can change, and it sets the risk-based approach at the center of 
AML/CTF framework.
This means that the stakeholders (i.e., Member States, competent 
authorities and obliged entities) should put in place dedicated 
processes in order to recognize, evaluate, supervise, handle and 
mitigate the money laundering and terrorist financing risks.
The amendments proposed with [1] concerns the following 
actions:

• Stress the need for a global risk assessment at a sectoral and 
subsectoral level;

• Provide and clarify the available supervisory tools to 
competent authorities;

• Highlight the need of a  robust follow-up process;

• Offer indications on supervisory strategy and plan 
implementation;

• Point out the responsibilities of competent authorities in relation 
to AML/CFT supervision of groups;

• Emphasize the importance of cooperation among the 
stakeholders;

• Give indication about the type of competent authorities' 
guidance.
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The Fourth Directive (EU) 2015/849 aligned the EU legislation with the FATF Recommendation: one of most important results is 
the key role of risk-based approach in the AML/CFT regime. The relevant result of this decision is that the level of human and 

financial resources allocated to obstruct the ML/FT crimes are commensurate with the level of AML/CFT risks.

1 2 3 4

Identification of 
ML/TF Risk Factors

Assessment 
of ML/TF Risks

Allocation of AML/CFT 
supervisory resources

Monitoring and review of risk-
based supervision model

In the Original Guidelines, all three European Supervisory Authorities (EBA, ESMA and EIOPA)[1] define the risk-based approach 
to AML/CFT supervision as “an ongoing and cyclical process that consists of four steps”

[1] From 2019, the AML/CFT mandates of ESMA and EIOPA has been conferred within the EBA
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Shortcomings
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The reviews on implementation of risk-based approach into practice have highlight a lack of adequacy or effectiveness.

ESAs’ Joint Opinion

Released in October 2019, it showed that the competent authorities focalized on 
sectors with significant ML/TF risks at the expense to the other sectors considered 

less risky for which little or no supervision has been applied. Furthermore, in certain 
cases, only one risk factor has been considered for the assessment.

EU Commission post-mortem report

Issued in July 2019, it spotted many failures on risk identification phase 
and related choose of adequate tools and supervisory measures by 

competent authorities.

EU Council’s AML/CFT Action Plan

Issued in December 2018, it detected certain gaps on supervisors’ 
approaches to contrast ML/TF risks.

EBA Report

Published in February 2020, it pointed out the inadequacy of 
competent authorities’ processes for identification and assessment of 
ML/TF risks related to the sector and with  individual banks under their 

supervision.

Mutual Evaluation Reports

By February 2021, considering 20 Member States we have:
• 15 States are ‘moderately effective’ in their AML/CFT supervision;
• 2 States have a ‘substantive’ level of AML/CFT supervisory 

effectiveness;
• 3 States have a low level of AML/CFT supervisory effectiveness;

EBA Report

Posted in April 2020, it highlighted that there was a different 
understanding on dividend arbitrage trading schemes attributable to 

differences in Member States’ domestic tax laws.
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Overview
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Based on background and shortcomings, EBA provides a further reference book with an update on the existing 4-step 
approach in order to ensure effective AML/CFT supervision.

The last Guidelines [1] include also the FATF and Basel Committee updates on this area.

The fundamentals of 
Original Guidelines 

have not been modified 

No change are done on basic concepts and structure of 

risk-based approach

Manage the credit and financial institutions with the same features 

and ML/FT risk level like a unique subject of assessment

The supervision level should be proportionate to the ML/TF risk 

exposure of the sector and subjects of assessment

The implementation of Fourth Directive can produce national 

differences across the Member States
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Changes on the 

“Subject matter, 

scope and 

definitions”

Concerning this area, no relevant changes on Original Guidelines are performed.

The “cluster” definition has been amended to include two or more institutions into 
a single cluster when their features and ML/FT risk level allow it.

Several definitions (i.e., "ad hoc inspection", "AML/CFT returns", "follow-up 

inspection", "full-scope onsite inspection", "off-site review", "emerging risk", "de-

risking", "residual risk", "supervisory tools" and "thematic inspection") have been 

included to promote the approach convergence among the Member States.

Amendments on 

the RBS Model 

implementation

According to risk assessment of sectors and subjects of evaluation, the competent 

authorities should implement the risk-based supervision model (i.e., RBS Model). 
The updated guidelines provide further clarification for each step of RBS model in 

order to promote a proper development and deployment among Member States.

Lastly, it remarks the relevance of cooperation among the stakeholders.
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Revision on 

Step 1 

(Identification of 

risk and mitigating 

factors)

The most relevant shortcoming highlighted for the first step regards the use of the 

same risk factor set for all banks and financial institutions. Furthermore, the 

evaluation for ML/FT risk at sector level seems missing for a lot of competent 
authorities and the result is an inexact comprehension of current situation in the 

Member States. The new guidelines remarks the importance of sectorial risk 

assessment and proper use of information and source of them.

Modifications on 

Step 2

(Risk Assessment)

On this point, the new guidelines establishes the main elements of risk assessment.

Furthermore, there is a clear differentiation between individual risk assessments of 

subjects under evaluations and sectoral/subsectoral risk assessments.

At the end, the good understanding of ML/TF risks has been introduced as requisite 
for competent authorities.
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Adjustment on 

Step 3 

(Supervision)

As anticipated in the first chapter, the most advantage of risk-based approach is 
commensurate the supervisory actions with the ML/FT risks of sector or subject of 

evaluation. Nevertheless, FATF and EBA spotted some difficulties to make in 

practice a risk-based supervision: the new guidelines have been revised to assure a 

proper supervision.

Revision on 

Step 4 

(Monitoring and 

updating of the RBS 

Model)

In the last step, the competent authorities should re-examinate their entire 

approach, i.e. the risk assessment and methodology, the supervisory strategy and 

plan. In case of  weakness, the new guidelines demands competent authorities to 

proceed with proper actions to fix the deficits.
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