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On an introductory note, the following needs toebgphasized concerning the references used in tespec
of the country’s name. Pending the resolution efliliateral dispute over the name of this counttyich

is the subject of ongoing negotiations under thepees of the United Nations and following the
adoption by the Committee of Ministers of Resolut{85) 23 (adopted on 19 October 1995 at thé"547
meeting of the Ministers’ Deputies) the provisiof@m of reference in Council of Europe documents
remains as follows: “the former Yugoslav RepublfcMacedonia”. This also applies for the current
document. The references in the body of this repmrthe evaluated country, pieces of legislation,
bilateral agreements, authorities and other termsretained as they were provided by the official
authorities in their written progress report, hoagwvthis should not be read as changing the officia
position of the Council of Europe.

1. General overview of the current situation and the developments since the last
evaluation relevant in the AML/CFT field

In the period of the third evaluation cycle (Margfi07) up to the present moment, the Republic of
Macedonia has undertaken and implemented numendivitias aimed at strengthening of the money
laundry preventing system and financing terrorism.

The Law on Prevention of Money Laundering and Other Pr@eeds of Crime and Financing
Terrorism entered into force in January 2008 (“Official Gizeof the Republic of Macedonia“ no.
04/08), hereinafter referred to as AML Law. Thesemr AML Law is in line with the European Directive
2005/60/EC, the 40 FATF Recommendations and thpexi8l FATF Recommendations for preventing
terrorism financing, the UN Convention for the Sragsion of the Financing of Terrorism adopted in
1999 and Council of Europe Convention on Laundersegrch, Seizure and Confiscation of the Proceeds
from Crime and on the Financing of Terrorism (CEN® 198). The most significant novelties
concerning the AML Law are the following:

- Status modifications of the Office for PreventimiiMoney Laundering and Financing of Terrorism and
explicit extension of the competency regarding timelertaking of measures related to preventing of
terrorism financing;

- Introducing of obligation for analysis of clientsustomer due diligence, likewise, an obligation f
strengthened and simplified client due diligence;

- Introducing of obligations for the entities taadish Units for Prevention of Money Launderingdan
Terrorism Financing;

- Specifying the competencies related to the manigg the Office independently or in cooperatiorthwi
other supervisory authorities, shall be competenttfe monitoring of the indebted entities.

- Other measures.

On the basis of the AML Law, the followingylaws have been adopted in order to specify certain
matters:

- Rulebook for inspection monitoring;

- Rulebook for the contents of the reports submitiedhe Office for Prevention of Money
Laundering and Financing of Terrorism;

- Rulebook for the characteristics of the softwaredufer automatic data processing;

- Rulebook for drafting of the list of countries megtthe requirements for prevention of money
laundering and financing terrorism, and

- Rulebook for the contents of daily reports for ttemsactions made on the Macedonian Securities
Stock Exchange.



In order to implement the activities recommendetha Report of the Moneyval Committee, there is an
ongoing drafting of ®raft-Law amending the Law on Prevention of Money laundering and Other
Proceeds of Crime and Financing Terrorism(hereinafter referred to as Draft-Law). This Duladiw
provides harmonisation with the Commission Direetd005/60/EC, the 40 FATF Recommendations and
the 9 Special FATF Recommendations regarding tleeemtion of financing terrorism. This Draft-law
suggest provisions creating obligations for thétiestin the direction of undertaking of stricteeasures

for identification and keeping records validatitg tundertaken measures related to client due ddige
monitoring of transactions from and to the coustnighich have not implemented the measures for
prevention of money laundering and financing tesrar and unusually large transactions, precise
determination of the contents of internal programrmaad organization of the Units for Preventing of
Money Laundering and Financing Terrorism, strigtenal policy for violating the provisions of theviLa

In January 2009, the Government of the RepublidMatedonia adopted thiational Strategy for
Prevention of Money Laundering and Financing Terrolism. As a middle term strategic document, the
role of the National Strategy is the arrangemenhefimplementation of planned measures and &esvit
in the period 2009-2011. Fifty activities have bgdsnned in order to meet the determined objectives
harmonising of the regulations, institutional upting, efficient system for inter-institutional camation,
strengthening of the international cooperation @aising of public awareness regarding the necefsity
undertaking of measures for prevention of moneyndianing and financing terrorism. By the
implementation of the planned activities, it is ested for the National Strategy to provide moréeifht
system for preventing of money laundering and tesmo financing in the Republic of Macedonia,
notably:

» More efficient disclosure, documentation and iniggdion of criminal acts related to money
laundering and financing terrorism, i.e. higher i@mof criminal charges and court decisions for
money laundering and financing terrorism;

» Office for Prevention of Money Laundering and Ficiag of Terrorism should be efficient, with
high level of staff and technical equipment, itesHould be set up as an institution in accordance
with the standards of the countries from WesternropeL

» Harmonisation of the laws with thacquis communautairef the EU and the international
standards;

» Strengthened and more efficient monitoring of @gitegarding the application of measures and
activities intended for combating money laundeiang financing terrorism;

* Trained and efficient administration;
» Strengthened and efficient inter-institutional amgrnational cooperation;

» Raising of citizens' awareness regarding the inapoe of the combat against money laundering
and financing terrorism and the role and the platestate authorities and other institutions
participating in this combat.

In March 2009, the Assembly of the Republic of Mimga ratified the Council of Europe Convention on
Laundering, search, Seizure and Confiscation of Rheceeds from Crime and on the Financing of
Terrorism (CETS No 198).

Since January 2008, on the basis of the AML Law,Directorate for Prevention of Money Laundering
continues functioning as d@iffice for Prevention of Money Laundering and Finarcing of Terrorism




(hereinafter referred to as Office),as authority within the Ministry of Finance in thapacity of legal
entity with higher degree of independence.

The competencies of the Office shall be implemeig®@2 employees. The Office is organised in two
Departments: Department for Regulative and Systeweldpment and Department for Preventing of
Money Laundering and inspection monitoring and 8t&JriJnit for Analytics, Unit for Prevention of
Money Laundering, Unit for Prevention of Financimgrrorism, IT Unit, Monitoring Unit, Unit for
International Cooperation and System Developmentt for Human Resources Management and Unit
for Legal and Administrative Matters. In this pelidghe employees continuously participate in traisi

in order to maintain the level of knowledge andcfices.

By the increasing of the number of its competensiese November 2008, the Office, independently and
in cooperation with other supervisory authoritiegjated and conducted monitoring of the applicatof
the measures intended for preventing of money lawimg and financing terrorism by different entities

In this period, the Office undertook numerous atig aimed at strengthening of its IT capacities:
Introducing of the IT equipment donated by EAP lie framework of the CARDS Programme 2003,
using special application called Investigation Chsnagement for work and managing of the cases,
introduction of electronic archive, opening and afpthy of Internet page, as well as setting of etett

link for exchange of information with the Ministryf Interior, the Employment Agency, the Public
Revenue Office, the Central Register of the ReputlliMacedonia, the Customs Administration of the
Republic of Macedonia etc. Similarly, an electroaicrypted link has been set up with all banksriteo

to provide regular and connected cash transactidresdevelopment policy of the Office regarding he
capacities has been prepared in accordance witls®7001 Standards.

Part of these activities is directed towards stitegiging of its cooperation with the FIU of otheuntries
trough signing of MoU. The Office has signed 28 NMoU

In the period from November 2007 to September 2@08,0ffice, in cooperation with the Institute of
Fiscal Studies from Spain implementédining project “Strengthening of the capacities fo
prevention of money laundering- phase IlI"in a duration of 26 months. The realisation of thisject
contributes to the introduction of a functionalteys for preventing of money laundering and finagcin
terrorism and system for international exchangenfdrmation in accordance with the international
standards and the EU standards trough implementaifothe activities within two components:
Strengthening of the capacities of the Office ahd bther institutions included in the system for
prevention of money laundering and strengtheningthef inter-institutional and the international
cooperation. In the frame of this project, there plans for 75 activities; likewise, after its témation,
400 persons from different institutions and erditievolved in the combat against money launderimd) a
financing terrorism shall be trained.

Within this project, as well as in cooperation WiiTZ, the American Embassy or on initiative and
organisation by the Office, there have been sevmalings for the entities. Regarding the raisifighe
public awareness regarding the necessity for uakiag of the measures intended for preventing of
money laundering and financing terrorism, there lb@en publication of books and brochures (“National
Strategy for Prevention of Money Laundering andaRiring Terrorism“ and “Office for Prevention of
Money Laundering and Financing of Terrorism").

During 2008, theMinistry of Interior_ has introduced new organisational setup in it &miCombating
of Organised Crime, thus creatingUnit for Fight against Money Laundering and Economcal
Organised Crimée‘. On central level, the Unit is responsible foopeeding in the investigations for




providing proofs for criminal offences “Money lawrthg and other proceeds of crime* and “Financing
Terrorism“. There are 20 employees in the Unit.

Similarly, in 2007, the Ministry established thedaeiment for Criminal Intelligence. The Departmint
competent for collecting operational informatiotated to the criminal offences “Money launderinglan
other proceeds of crime” and “Financing terrorisif@s well as to other criminal offences) in order t
transfer the data to the authorities responsibléhi®investigation.

Except on central level, each local organisatiamat of the Ministry of Interior employs police afers
who, inter alia, are responsible for acting upon the issues “Molaeydering and other proceeds of
crime* and “Financing terrorism“. The number of doyges on local level differs depending on the
organizational unit and several factors (populat@iminality rate etc.).

The Ministry of Interior has established inter-depent working group preparing action plan for
connecting of all databases as a prerequisite danecting of the national Intelligence databaseb wi
Intelligence databases of the EU, thus providirsgeiaand more efficient fight against organisetheron
national and international level.

With the adoption of the new Law on Financial Pelin May 2007 (“Official Gazette"“, no. 55/07), the
Financial Police is transformed inkinancial Police Officein the capacity of legal entity within the
Ministry of Finance. The following acts have beedopted in February 2008: The Rulebook for
Organising of the Work and the Rulebook for Systisation of Posts in the Financial Police Office
(hereinafter referred to as Financial Police). Adaoty to the above listed Rulebooks, the work @& th
Financial Police has been organised in 3 deparsvard 12 units, with total of 63 posts, as follows:

1. Department for criminal and intelligence anaysi

- Unit for disclosure of tax evasion, fraud and myptaundering,

- Unit for disclosure of corruption and organisadhhcial crime,

- Unit for disclosure of secret accounts and corgsaabroad and hidden criminal proceeds for third
persons.

2. Department for integrated financial investigai@nd international cooperation

- Unit for proving tax evasion, fraud and moneyndering,

- Unit for proving corruption and organised finaalairime,

- Unit for verifying the origin of property belongj to natural and legal entities and proving thisterce
of fictive financial transactions abroad,

- Unit for coordination of prevention of financimregularities and frauds, international cooperatmd
European integration,

- Unit for temporary seizure and expertise of cotapaystems, and

3. Department for legal and administrative matters.

Currently, the Financial Police employs 26 persinshe operational and police composition, and 2
persons working on administrative matters. The empg#s in the Financial Police continuously
participate in trainings related to maintaining ttecessary level of knowledge and best practicéisein
area of public finances, prevention and repressfasrganized crime, as well as financial invesimyad
related to money laundering, corruption, freezingcpdure, seizure, confiscation of proceeds acdjliye
criminal offences etc.

In the period from 2007 to 2009, tMinistry of Justice undertook and implemented series of activities
directed towards strengthening the system for priéme of money laundering and financing of terroris




and corruption. The Assembly of the Republic of Btdania in March 2007 ratified théN Convention
against Corruption.

The Law amending the Law on Prevention of Corruptiadopted in January 2008 regulates the
procedure for examining the property of elected appbinted state officials, determining of the eabf

the base amount for taxation and specify the pimvésrelated to the activities of the Public Rewenu
Office in the procedure for taxation of personsihgthe obligation to declare change of property.

The Law on Management of Confiscated Property, éntgpsained and Objects Confiscated in Criminal
and Misdemeanour Procedures was adopted in JuB. 0@ reason for adopting of this Law is to avoid
misuse and illegal acts during the proceeding whih confiscated property. This Law regulates the
managing, using and disposal with temporary seiegderty, proceeds and temporarily seized objests,
well as the confiscated property, proceeds andiiects seized with effective decision during criadi
and misdemeanour procedure, as well as the estimlgljscompetence, managing, disposal and other
matters related to the work of the Agency for Manggof Confiscated Property. The Agency for
Managing of Confiscated Property was establishddeicember 2008.

The Law amending the Law on Public Revenue Offidepted in July 2008 provides the possibility for
the State Commission for Prevention of Corruptiorcooperation with the Public Revenue Office to
verify the property and material situation.

In December 2007, the Law on Public Prosecutionthad_aw on the Council of Public Prosecutors of
the Republic of Macedonia regulating the competetiey composition and the structure of the Council.
All bylaws related to the implementation of the lsalaave been adopted.

The modifications of the Law on Public Prosecutamopted on 02.09.2008 specify the conditions for
election of public prosecutors regarding their vilogkexperience.

The Ministry of Justice prepared new Law on CrirhiRaocedure in the direction of accelerating the
criminal procedure, thusnter alia, providing increasing of the level of efficiency oburts regarding
cases in the area of money laundering, corruptimh aganised crime. This Law is completely in line
with the international standards, and notably wvilte documents of the Council of Europe and the
jurisdiction of the European Court of Human Riglitsthe area of cooperation with anonymous
witnesses. Currently, the Law is in the stage tefritunit consultation.

Similarly, draft-law amending the Criminal Code tween prepared. This law harmonises the laws in the
area of anti-corruption legal frame, this draft-lalgo includes the activities recommended in theoRe

on the evaluation, and refer to the offences “mdaendering” and “financial terrorism“. The drddiw

is in Assembly procedure, and its adoption shathmihat the activities planed in the National &gt

on Prevention of Money laundering and Financingrdrism and in the Strategy on Reforming the
Penitentiary System have been realised.

A draft-law amending the Law on Financing Politi®arties has been prepared aimed at raising tieé lev
of transparency in the area of financing politipakties, strengthening of the control of the firahc
operations of the political parties and strengthgnihe competency of legally appointed competent
organs. The Law is in Assembly procedure.

There is ongoing preparation of draft version af ttaw on Associations of Citizens and Foundations
defining the conditions needed for establishing &mttioning of citizen association, as well as the
conditions and criteria needed for performing obremmic activities of associations of citizens and
foundations; regulating the issue related to as$iocis of citizens engaged in activities of pultierest,



introducing objective, liable and transparent maddra regulating tax benefits and regulating theiéss
concerning the liability related to the functionimd associations and foundations, establishment of
associations by legal entities and other issud®e dkctivities of the Ministry of Justice within shpillar
shall be realised with this Law.

In order to strengthen the capacity of the PubtisBcution related to proceeding in criminal offesiin

the area of organised crime and corruption and¢doraance to the new Law on Public Prosecution, new
special Basic Public Prosecution Office for Prosecuting Orgnised Crime and Corruption
responsible for the entire territory of the Repeiloli Macedoniavas established in December 2008.

The Higher Prosecution Office in Gostivar, havingngoremises, was established.

The newLaw on Banks came into force in June 2007. As a result of thleding of the provisions and
standards prescribed in the European Directive /2806n taking up and pursuit of the business aflitre
institutions and the European Directive 2006/49 on the capifalquacy of investment firms and credit
institutiong, this Law represent significantly important deyetent of bank related regulative and the
supervision in the Republic of Macedonia. The mogiortant modifications and improvements of the
Law having corresponding impact on the measuregpiffevention of money laundering and financing
terrorism refer to the following:

- Promotion of prudential requests and criteria foedsing of shareholders with qualified
participation in a bank, as well as of the memloésupervisory and managing boards;

- Strengthening of the corporative bank management.

- Promotion and strengthening of risk management lsgatem, because the Law and the
adequate bylaws are the firs legal acts definiegéhm “operational risk as a risk which
according to international standards, includessriakising fro money laundering and
financing terrorism;

- Promotion of the manner of performing supervisiod enonitoring;

- Strengthening of corrective measures.

Having in consideration the activities of the NatibBank related to prevention of money laundegnd
financing terrorism, the promotion of the critefiar licensing and the strengthening of correctional
measures are of great importance. The new Law okBprovides significant level of strengthening of
the criteria on which basis the assessment ofdequacy of the shareholders with qualified parétign

in a bank is performed (the so-called "fit and mdriteria). The Law envisages application ofiileal
criteria for assessing of shareholders with quedifparticipation, regardless of the fact whether th
assessment is performed during the procedure abledting of new bank or during changing the
ownership structure of already existing bank in ¢bentry. The criteria include assessment of thle ri
that can be encountered by the person wishing o gaalified participation in a bank regarding its
stability, safety and reputation, notably, its ftimging in accordance to the regulations, including
assessing of the risk related to money launderivdy famancing terrorism. The Law on Banks clearly
identifies the persons who cannot become sharefsoldth qualified participation in a bank.

One of the more significant modifications contairiedthe new Law on Banks refers to the type of
measures that the governor of the National Banktale® towards a bank, bank group or bank authority,

! Directive 2006/48/EC of the European Parliament ahthe Council relating to the taking up and pitrsf the
business of credit institutions (recast)

2 Directive 2006/49/EC of the European Parliament afithe Council on the capital adequacy of investnfirms
and credit institutions (recast)



as well as the manner and the procedure for takiege measures. The new Law accepts the approach of
gradation of the measures that can be directedrt®ade banks, from issuing of recommendations,
warnings or concluding protocols, trough interdintior limiting of certain activities to introducticof
administration and withdrawing of the permit fokitegy up and pursuit of the business. In the aresatg
importance is granted to the explicit provision tadmed in the Article 132 of the Law according thigh

the governor has the right to take correspondingsmess in cases where there is violation of the
regulations related to prevention of money laundgrSimilarly, in the cases when there are evidence
that the bank is included in money laundering dreotcriminal offences, the governor is entitled to
withdraw the permit for taking up and pursuit o thusiness. At the end, on the basis of the newdraw
Banks, one especially significant instrument avdélato the National Bank is the possibility for
pronouncing misdemeanour sanction without mediatfom court. In this manner, there is increasénen t
level of efficiency of the National Bank regardipgnouncing measures and improving of conditions in
bank system. The Law on Banks envisages the pligsiti sentencing misdemeanour to a bank, the
responsible persons, all legal entities who ardgebll to act in accordance to the Law on Banks
(shareholders with qualified participation, brolgeahouses, audit companies, persons connectee to th
bank), as well as the responsible persons in tlegse entities.

It should be emphasised that all previously ligeadvisions of the Law on Banks are correspondingly
applied in the case of savings banks and the besndf foreign banks located in the Republic of
Macedonia.

On the basis of the AML Law, on 01.07.2009 the iluof the National Banks adoptedDecision on
the Manner_and the Procedure for Establishment andApplication of the Bank's Program for
Prevention of Money Laundering and Financing Terroism. This Decision provides a possibility for
strengthening of the efficiency of the applicatmithe programs of the banks for preventing of nyone
laundering and financing terrorism, especiallytie firea of enhanced client due diligence and bssine
relations with high risk related to money laundgrispecifying of the tasks and responsibilitieshaf
person responsible for money laundering and fimantérrorism, permanent training of the employees
and corresponding cooperation with the Internal iAudffice. The most important new element
introduced by the Decision is the specifying of thdigations of the banks regarding the creationsif
profile on the basis of all relevant informatiordashata on the client and the business relatioru@stion.

In this manner, there is a possibility for applicatof an approach for client due diligence basedhe
degree of the risk arising from money launderind famancing terrorism.

In May 2007, the amendments of the Law amendind_t#ve on Fast Money Transferwere adopted,
thus strengthening of the criteria for licensingpodviders of fats money transfer, as well as Spieg

the cases where the Governor can withdraw thedeéor fats money transfer. One of these casd®is t
violation of the provisions of this or other Lawfaging to the work of the providers of fast money
transfer. This means that the Governor can withidtee license for fast money transfer in cases @her
there are evidences of non-compliance with the lawPreventing Money Laundering and Other
Proceeds of Crime and Financing Terrorism. Simjjathe modifications of the Law envisage the
possibility for sentencing of misdemeanour sancfionthe provider of fast money transfer and the
responsible person of the provider in case wheretige no or there is lack of implementation of a
programme for prevention of money laundering or nvitiee procedure is not in accordance with the
regulations defining the prevention of money lauimdgand financing terrorism.

New Decision on Currency Exchange Operationdas been adopted in February 2009 defining the
conditions, manner, procedure and the documentdedefor obtaining license for currency exchange

operations, the manner of performing currency exghaperations and the measures that can be tgken b
the National Bank. According to this Decision adupbn the basis of the Law on Foreign Exchange
Operations, the authorised currency exchange eistibpliged to possess programme for prevention of




money laundering in accordance to the regulaticefinithg the prevention of money laundering and
financing terrorism. The content of the Programhees been regulated in the Guidelines for
implementation of the Decision on Currency Excha@erations adopted by the Governor of the
National Bank on 12.03.2009. If the National Bahklsidentify that the authorised currency exchange
entity does not possess such programme or posggsgji@mme which does not contain all necessary
elements, the Bank has the right to withdraw tbense for currency exchange operations. Similénky,
National Bank shall revoke the license for curremexghange operations of the authorised currency
exchange entity in all other cases when currenchaxge operations are being performed contratyeo t
regulations adopted on the basis of the Law oni§orfexchange Operations and this Decision.

During 2008,the Securities and Exchange Commission of the Replith of Macedonia (SEC)
upgraded its human resources by employing 5 persbpersons in the Capital Market's Supervision
Department , 2 persons in the Unit for Issuing izehses and one accountant. In this context,vieig
important to mention that in the last period, th@nission,nter alia, has been actively working on the
training and the upgrading of the knowledge of ¢én@ployees in the area of the implementation of all
AML/CFT recommendations. In cooperation with thefi€af for Prevention of Money Laundering and
Financing Terrorism, the Commission organised aaihg for the employees in Capital Market's
Supervision Department and one training for the legges in brokerage houses and investment funds.
These training were organised in order to raisealvareness of all participants in the capital miarke
regarding the obligations and tasks arising from tlaw on Prevention of Money Laundering and
Financing Terrorism.

On 28.01.2009, the Assembly of the Republic of Macga adopted the new Law on Investment Funds
which is in line with the following European Diréats: 32001L0108, 32001L0107, 31985L0611,
32000L0064, 32004L0039 and 32007L0044. This Lavl slatribute to the higher level of transparency
and control of the work of investment funds which placed under the competency of the Securitids an
Exchange Commission of the Republic of Macedonia.

Similarly, in the beginning of 2009, the Securitieed Exchange Commission of the Republic of
Macedonia signed the IOSCO Multilateral Memorandafrdnderstanding (I0SCO), Appendix B.

It is important to emphasise that the amendmendsnaodifications of the Law on Securities are in the
final stage. One of the most important modificasiari this Law is the inclusion of new article défig

the obligations arising from the regulations cona®y prevention of money laundering and financing
terrorism and referring to all authorised particifgain the capital market, which until present were
regulated with the Law on Prevention of Money Lagning and Financing Terrorism according to which
the Securities and Exchange Commission of the Rigpalh Macedonia was acting also. These
modifications also specify the measures that cansdéstenced by the Commission regarding the
authorized participant in the capital market andctwhdepending on the committed offence, can range
from pronouncing of public notice to permanent terg of working permit of the legal or physical it
committing the misdemeanour. The modifications led Law envisage that the Commission should
prepare a Rulebook defining the measures and @esithat should be taken by the authorised ppéiti

in securities market in order to disclose and preweoney laundering and financing terrorism. Bysthe
modifications, the Commission acted upon the recemdations contained in the Moneyval Report and
intervened in the contents of the Law on Securijgecifying the obligations of authorised participan
capital market, as well as the competencies of Shpervisory Commission and the pronouncing
measures on the basis of the regulations on prievent money laundering and financing terrorism.

During the last periodThe Insurance Supervision Unit within the Ministry of Finance,as authority
responsible for supervision of insurance, has dmutid in the area of prevention of money laundgrin
and financing terrorism.




Namely, in the first half of 2009, the Unit hasfpemed on-site supervision in two insurance comgsni
including money laundering and financing terrorisynthe entities.

In the first half of 2009, the Rulebook for Pretien of Money Laundering and Financing Terrorism in
the area of insurance has been prepared for this éeénsurance companies and other entities wgrkin
in the insurance market and in accordance witlrebemmendation of MONEYVAL. This Rulebook has
been distributed to all entities working in theurence market and has been published on the interne
page of the Ministry of Finance (www.finance.gov,nik the section- Financial system- Insurance-
Reports).

The Rulebook includes the following:

-Measures and activities for prevention of moneyntiering (meaning and principal standards for
obtaining information on the clients of insuringmganies, establishing of business relations, metiodd
identification and verification of clients).

-Reporting of suspicious cases in the Office;

-Obligation for keeping of data and information;

-The role of managing authorities, the Internal A@iffice and the employees included in the proaxss
prevention of money laundering and financing tesrar

-Special cases and examples of money launderitigeiarea of insurance;

-New technologies and developing technologies;

-Countries and territories which do not collaborate

Likewise, the monitoring over the measures for preion of money laundering and financing terrorism
is regulated in the Rulebook on the Manner of Rariiag Supervision of Insurance Companies and Other
Entities in the Insurance Market in the RepublicMédicedonia. This Rulebook was published on the
internet page of the Ministry of Finance (www.ficamov.mk in the section- Financial system-
Insurance- Reports).

The Rulebook includes the following:

-The legal basis in the Republic of Macedonia,

-Objectives of on-site supervision,

-Objectives of off-site monitoring of the functiog,

-Procedure of on-site supervision,

-Organisation and procedure of on-site supervision,

-Cooperation and exchange of information and ddtia @her supervisory authorities in the Republic o
Macedonia.

In accordance with the organizational structur¢hefPublic Revenue Office(hereinafter referred to as

PRO), the General Tax Directorate includes sepddaie for Cooperation with Other Authorities and
International Exchange of Data (established in 20@ne of the competencies of this Unit is the
cooperation with the Office for Prevention of Mornegundering and Financing Terrorism.

1. In this direction, separate persons have been edgaghe area of cooperation and exchange of
data between the Office and the Public Revenue&ffi

2. Starting from 2009, there is an electronic exchasfgiata between the Office and the PRO;

3. In accordance with the competences of the PRO hedlLow on Prevention of Money
Laundering and Financing terrorism, the Public RexeOffice includes specially trained team of
inspectors performing control of casinos;

4. In May and June 2009, there was performing of jomntrols with the Office of entities within
the competence of the PRO from the aspect of takiegsures for prevention of money
laundering and financing terrorism.




5. The introduction of the VAT system in the Repuldic Macedonia has created conditions for
numerous financial frauds frequently connected tmey laundering. In order to recognise and
prevent financial frauds, there is ongoing prepanadf Rulebook for Disclosure and Prevention
of Financial Frauds containing practical exampled achemes of financial frauds and money
laundering.

During June 2009, thaML and Compliance Commissionwas established in the frame of the Banking
Association within the Economic Chamber of the Rdjguof Macedonia. Representatives from several
banks in the Republic of Macedonia sit in this Cassion. The principal role of the Commission is the
establishment of efficient system for applicatioofs the regulations defining banking operations,
permanent monitoring of the application of the tatians and supervisory standards, improving of the
functioning of banks and savings banks and coojperatith the institutions working in the area of
harmonisation and prevention of money launderirgyfarancing terrorism.

2. Key recommendations

Please indicate improvements which have been madespect of the FATF Key Recommendations
(Recommendations 1, 5, 10, 13; Special Recommeandatl and 1) and the Recommended Action Plan
(Appendix 1).

Recommendation 1 (Money Laundering offence)

Rating: Partially compliant

Recommendation  of The presumed backlog of money laundering casesimerad courts should be
the  MONEYVAL | addressed. The lack of expertise, referred to gsossible reason behind long
Report delays in money laundering cases, should not pogerenanent obstacle as |it

appears to be remediable by appropriate traininghs judiciary and prosecutors
which had already been mentioned among priorities previous rounds aof
MONEYVAL evaluations. Low effectiveness concernmgney laundering
convictions needs to be addressed.

Measures taken t0|n order to create functional and efficient judicgystem based on Europegn
gﬂgm;@n dation thgr standards, in November 2004 the Government of tepuBlic of Macedonia
the Report adopted the “_Strategy on Reformlng the Judiciat&ys. _
The reforms in the judicial system in the frametad Strategy started in 2004 and
includes the period till February 2008. The rediisaof the activities defined in the
Strategy is in accordance with the adopted Actitam For its implementation. In
the implementation stage of the Strategy, the Nhpisf Justice and the othe
competent institutions focused on two key segments:
-Adoption of legal framework, and
-Its implementation.
In the direction of monitoring the process of reafion of envisaged reforms,
Council for monitoring of judicial reforms has beget up as a unique and highest
institutional form competent for monitoring of thedfects of the reform process
trough direct examination of the Reports on thel@m@ntation of the Strategy.
One of the most important priorities in the framfetloe reform of the judicia
system in the Republic of Macedonia was the adoptiothe Amendments to the
Constitution of the Republic of Macedonia. On 07205, the Assembly of the
Republic of Macedonia adopted 15 Amendments tcCibrastitution of the Republic
of Macedonia. The majority of the Amendments refethe strengthening of the
independence of the judicial system. These Amentbnespecially take if
consideration the election of judges and the JadiCiouncil of the Republic g
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Macedonia. Similarly, the Amendments regulate @eiitsues in the area of publi
prosecution organization.

On the same session when these Amendments werdedd()¥.12.2005), th
Constitutional Law on the Implementation of the Amments to the Constitutig
was adopted setting the timeframe for adoption h&f laws important for th
realization of judiciary reforms.

The judiciary reform is aimed towards increasingtioé level of efficiency and

faster procedures (including the procedures for dhiminal offence of money
laundering and financing terrorism) and is beinglized by the adoption of th
following laws:

- The Law on Judicial Councif the Republic of Macedonia (“Official Gazette
the Republic of Macedonia® no. 60, its applicatistarted on 01.09.2006
operationalised the Constitutional Amendments f&f5, re-defined and modifig
the competency in the process of election and disathof judges as a guarantee
the judicial independence.

- The Law on Court¢“Official Gazette of the Republic of Macedonia®.ns8/06
which application started on 01.01.2007) introducetbdifications in theg
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organisational structure and the real and teratarompetency of courts. Pursuant

to the Law, separate judicial units have been &shenl in the courts having
extended competency. There was re-organisatioheofCourt of First Instance in
Skopje, so the Court of First Instance Skopje ktfioms as criminal court, and the

Court of First Instance Skopje 2 as civil court.2007, pursuant to the Law ¢
Courts, all bylaws have been adopted. In the doeaif permanent implementatig
of the criteria for independent and efficient judig, there is ensuring of tot
functionality and efficiency of the newly estabkshAdministrative Court and th
Court of Appeals Gostivar. Pursuant to the Law adiren the Law on Court
(“Official Gazette* no. 35/08) the Court of Firgidtance in Skopje establish
Specialised Court Unit Competent for Deciding ugdffiences in the Area of th
Organised Crime and Corruptiofor the entire territory of the Republic

Macedonia. Pursuant to the Law on Courts and the amending the Law on

Courts, on 07.04.2009 the Unit for Deciding upors&€safor reaching a decisiq
within reasonable deadline was set up in the Supr@wourt of the Republic g
Macedonia.
The Court Rules of Proceduradopted in May 2007 (whose application started

01.01.2008) regulates the internal organisatioranfrts, the record keeping and
other books, administration of documents and foraasninistration of statistical
data and testimonies, professional training of $keff, administration of penal
records, keeping records on penal sanctions andkr othatters. There is

implementation of many new elements in order tousnsmproved managing

court cases trough mandatory electronic inscripéind electronic classification of

cases on the basis of random selection of judge.

Pursuant to the Articles 42 and 43 of the Law om Mitademy for Training of

Judges and Public Prosecutors (“Official GazettthefRepublic of Macedonia® ng
13/2006), the Academy offers permanent professitaaling of judges and publi
prosecutors. In order to maintain and extend tteM@dge and professional skil
in the performing of judicial and prosecution funot the Administrative Board @
the Academy has adopted the “Framework AgreemanPéomanent Profession
Training of Judges and Public Prosecutors for 20083“. The Programme i
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intended for the already appointed 656 judges &3dpliblic prosecutors, as well ps

for the judges and public procurers who shall kected in 2009-2010 and the
counsellors working in courts and public prosecutffices. The right and the
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realised depending on the working experience. Hiogramme envisages subje

acts against public finances, the payment opemiiothe area of economy, liabilit
of legal entities, subjects related to internatiorraminal law, subjects related f{
organised crime emphasising money laundering.

Against Money Laundering- Phase II* implementeddoperation with the Institut
of Fiscal Studies from Spain, several specificvititis were organised aimed
strengthening the institutional capacities of th#ic® and the other institution

In the framework of this Twining Project, more th2hrepresentatives of the cou
and the Public Prosecutor Office are included imentban ten activities.

referring to the material and the process crimiaal, i.e. referring to the criminal

In 2008, in the frame of the twining project “Dewpinent of Capacities for Fight

involved in the system for prevention of money ldering and financing terrorism.

obligation for permanent professional training wdiges and public prosecutors are
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Recommendation
the
Report

0

MONEYVAL

f Use and simple possession of laundered propertyldrobearly be criminalised.

Measures taken
implement
Recommendation

the Report

1
the
o)

b With the provisions of the new Draft-Law of the Lamending the Criminal Cod
(hereinafter referred to as the Draft-Law CC) ia #rticle 273, Paragraphs 1 andg
enlarge the circle of incriminated activities. Thelargement is made in order
achieve harmonization with international standafide Paragraph 2 of the Artic

f

property, i.e. imprisonment sentence from one toyars shall be imposed on
perpetrator possessing or using property or objetitained by performin
punishable offence or by counterfeiting documents-reporting of facts or b

movement and ownership.

covering up that they origin from such source, adl \w&s hiding their location,

273 in the Draft-Law CC explicitly criminalises themple possession of laundered

Recommendation
the
Report

0

MONEYVAL

f As for the offences identified in Paragraphs 1 @raf Art. 273 CC, all the languag
of Art. 6(1) (a) and (b) of the Palermo Conventamd Art. 3(1) (b) and (c) of th
Vienna Convention on the physical aspects of theemwtaundering offence shou
be properly reflected (one of the problematic poiist the differentiation betwee
offences according to whether money or other pridsege concerned).

® o

Id

Measures taken
implement
Recommendation

the Report

1
the
o)

ln accordance to the Palermo Convention and than&eConvention, the Draft-La
rproceeds from crime®.

Predicate offence is each punishable offence pimyiproceeds of crime.
The Article 273, Paragraph 1 of the Draft-Law CCriminates money launderin
and other proceeds of crime. According to this deti anyone who shall circulat
receive, undertake, exchange or change money er ptooperty obtained by mea

manner shall cover up that it originated from swscurce or shall cover up i
location,
imprisonment from 1 to 10 years. (Article 273,&paph 1).

Paragraph 2 of the Draft-Law CC, i.e. when the e&gbor shall possess or us
property or objects being aware that they wereinbthby performing of punishab
offence or by counterfeiting of documents, non-répg of facts or in other manng
shall cover up that they origin from such souraeslmall cover up their locatior
movement and ownership and the perpetrator shedl fmprisonment from 1 to 1
years.

As a more serious form, the Article 273, Paragrdplof the Draft-Law CC

CC extends the legal description of the offence rfeyo laundering and other

of committing punishable offence or who is awarattthe property has been
obtained by performing punishable offence, or bpversion, transfer or in othe

movement or ownership. The perpetratoallsibe punished with

The other form of the offence “money launderingirisriminated in the Article 273,

es
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to legal duty or performing of transaction contrémythe interdiction pronounced b
a competent authority or temporary measure prorexibgy a court or if the persa

informed during the performing of his/her functionduty by an proxy, responsib|
person in a bank, insurance company, company w@rkinthe area of games

chance, exchange office, stock market or othenfirz institution, lawyer, except i
the case where he/she acts as an attorney, natblig pr other person performin

five years is envisaged for this offence.

Recommendation
the
Report

MONEYVAL

0

f The value threshold in Paragraphs 1 and 2 of Ar8 £C should be abandoned.

Measures taken
implement
Recommendation

the Report

1
the

of

b Having in consideration the harmonisation of doegstnal law with internations
standards and recommendations in the new Draft-C&vwhich is in assembl

terms wording “higher value money* and “higher valoroperty” in the Draft-Law
CC have been deleted, which can be seen in thg@ates 1 and 2 in the Articl
273.

Recommendation
the
Report

MONEYVAL

0

f The uncertainties regarding the object of the molaemdering offence should &
addressed urgently by incorporating into the antiray laundering criminalisatio

such as money and/or property and object. In arsecthere is an urgent need f
clear definitions, in particular for “money” and “mperty”.

Measures taken
implement
Recommendation

the Report

1
the

of

in Assembly procedure, shall provide clear defimi§i on the terms “money" ar
“property“. The term “money” shall imply means adyment intended for payme

imply money or other means of payment, securitleposits or other properties
any king, which might be material or non-matenmbgvable or non-movable, oth
rights to objects, claims, as well as public arghledlocuments for ownership al

related to such property.
Thus, anyone who shall circulate, receive, undestakchange or change money

that the property has been obtained by performingighable offence, or b
conversion, transfer or in other manner shall cayethat it originated from sug
source or shall cover up its location, movement awnership shall facg
imprisonment sentence from one to ten years. (&r@@3, Paragraph 1).

At the same time, imprisonment sentence from onengears shall be imposed
a perpetrator possessing or using property or tibjebtained by performin
punishable offence or by counterfeiting documentm-reporting of facts or b

movement and ownership. (Article 273, Paragraph 2)

Recommendation
the
Report

MONEYVAL

0

f The system would certainly benefit from a newlyafdated provision, clearly
based on the language of the Strasbourg Convention.

Measures taken
implement

Recommendation

1
the
o)

b In the direction of the recommendations, it is @@rthat the system would bene
from the newly formulated provision which are clgdrvased on the vocabulary
the Strasbourg Convention, due to the fact thantwe provisions are in line wit

f

15

shall not report money laundering, property or prop gain for which he/she was

y
procedure, the provisions referring to the crimimdiences related to money

laundering and financing terrorism contain no latidn regarding the value. The

b Pursuant to the recommendations, the new provisiotige Draft-Law CC, which i$

other property obtained by means of committing ghable offence or who is awafe

<

O

covering up that they originated from such souasewell as hiding their location

incriminates the enabling or the authorising tratiea or business relation contrary

y
n

e

Of
n

g
public competences or works of public interéstprisonment sentence of at least

e

the single notion of “property” instead of the cent and more ambiguous terms

d

nt
in cash or in denominations or electronic moneycwigursuant to the law circulate
in the Republic of Macedonia or in a foreign counffhe term “property” shall
of
er
hd
assets in written and electronic form proving tightr to ownership or interes

—
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the Report

this Convention.

Recommendation
the
Report

0

MONEYVAL

F 1t should be clarified in Art. 273 CC that self talering is criminalised for al
conducts of money laundering (covering both Parpggal and 2).

Measures taken
implement
Recommendation

the Report

1
the

of

b The new provisions in the Draft-Law CC also incriatie the self laundering for 4
conducts of money laundering.
Pursuant to the provisions of the Paragraphs 12arnke person obtaining mong

referred to in the Paragraph 1 or 2, imprisonmentence from one to ten years
envisaged. According to the Paragraph 1, anyone sial circulate, receive
undertake, exchange or change money or other pyopétained by means (
committing punishable offence or who is aware thatproperty has been obtain
by performing punishable offence, or by conversimansfer or in other manng
shall cover up that it originated from such souoceshall cover up its locatior
movement or ownership. The perpetrator shall bésped with imprisonment fron
1to 10 years. (Article 273, Paragraph 1).

The other form of the offence “money laundering“insriminated in the Articlg
273, Paragraph 2 of the Draft-Law CC, i.e. accaydmwhich when the perpetrat
shall possess or uses property or objects beingeathat they were obtained |
performing of punishable crime or by counterfeitofgdocuments, non-reporting
facts or in other manner shall cover up that thegim from such source, or shd
cover up their location, movement and ownershipe perpetrator of the offeng
referred to the Paragraph 2 shall be punishedimighisonment from 1 to 10 years

Recommendation
the
Report

0

MONEYVAL

F With regard to the General Part of the Criminal @ogroviding with Art. 28a for &
comprehensive regime of corporate criminal lialilitParagraph 7 of Art. 27}
appears to be a redundant and as well as a restdqtrovision that spoils the leg
effect of the general provisions and it is thusoramended to either modify
remove Paragraph 7 of Art. 273 CC.

Measures taken
implement
Recommendation

the Report

i (
the
o)

b In the direction of facilitating the process ofestgthening of mechanisms, the n
r legal provisions in the Draft-Law shall envisageninal liability of legal entities.
Each legal entity shall be kept liable for criminaffence committed by
Paragraph 1).

The Article 28-a, Paragraph 2 envisages that legtities shall be kept liable for th
criminal offences committed by its employee or esgntative by which significar
property gain has been obtained or significant dgteas been caused to anot
party, if: The performing of conclusion, order aher decision or approval of
managing authority, administrative authority or exyisory authority represen
committing of criminal offence (Article 28-a, Paragh 2, Item 1), or the criming
offence was committed due to lack of monitoring tbé managing authority

and property by performing punishable offences anthmitting the activities

responsible person on behalf or for the accourtheflegal entity (Article 28-a,
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administrative authority and the supervisory autiigArticle 28, Paragraph 2, Ite
2) or the managing authority, administrative autigaor the supervisory authori
failed to prevent, covered up or failed to reptw triminal offence prior to th

initiation of the criminal procedure against thepetrator (Article 28-a, Paragraph
2, Item 3). Under the conditions referred to in Beragraphs (1) and (2) of this
Article, all legal entities, except for the Stashall be kept liable, while the local
self-government units shall be kept liable only foe offences committed out of
their public competences (Article 28-a, Paragraph Regarding the same
conditions referred to in the Paragraphs (1) anaf{2his Article, any foreign legal

entity shall be kept criminally liable if the offe@ was committed on the territory jof
the Republic of Macedonia, not taking in consideratvhether the legal entity has




established its representative office or brancHiopming business activities on i
territory (Article 28-a, Paragraph 5).

Regarding the limitations of the liability of legaintities, the liability of legal

entities does not exclude the criminal liabilitythE natural person as a perpetrg
of the offence (Article 28-b, Paragraph 1), whitedar the conditions referred to
the Article 28-a, Paragraphs (1) and (2) of thiticke, the legal entity is kept liabl
for the criminal offence even in the case whendlae actual or legal obstacles
determining of the criminal liability of the natlirperson a perpetrator of th
offence (Article 28-b, Paragraph 2). Regarding lthakility referred to in the ney
provisions, it is envisaged that if the criminafesfce was committed out ¢
negligence, the legal entity shall be kept liabheler the conditions referred to
the Article 28-a of the Criminal Code, if the lamvésages punishing for crimin
offence committed out of negligence (Article 11r&paph 2 of the Criminal Codg
(Article 28-b, Paragraph 3).
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Liability in the case of bankruptcy of the legaltignhas been envisaged, so the

legal entity in bankruptcy procedure shall be Kigdble for the criminal offence
committed to the moment of adopting a decisionritiating bankruptcy procedur
under the conditions referred to in the Article 2&f the Criminal Code, if th
criminal offence was the reason for obtaining digant property gain or causin
damage to third party (Article 28-c, Paragraphabl if before the termination ¢
the criminal procedure against the legal entityeréhwas integration, mergin
division or other legal modification due to whidHdst the status of legal entity, th
criminal procedure shall continue against its legaicessor or successors (Arti
28-c, Paragraph 2).

As far as the envisaged sanctions for legal estdi®e concerned, for each crimir
offence committed by legal entities the fine prammed shall be considered
principal sanction (Article 96-a, Paragraph 1). Tthe pronounced can not |
lower than 100 000 denars, nor higher than 30 ondli denars (Article 96-
Paragraph 2), while for criminal offences commitfesin mercenary reasons,
well as for criminal offences serving for realisatiof some benefits or crimin
offences causing great damage, fine amounting dptble of the maximum of th
sanction or fine corresponding to the caused damagehe gained benefit can
sentenced, but this fine can only be ten timesdnigfiian their amount (Article 96-
Paragraph 3).

Besides the main sanctions for legal entities, ehare additional sanction
sentenced under conditions determined in the Cahfode, so the court, havin
decided that the legal entity has abused its coenpgtand that there is danger
repeating the offence in the future, can sentemm ar more of the addition
sanctions: Interdiction for obtaining permit, lisen concession, authorisation
other right determined by special law (Article 96-bterdiction for participation in
procedures related to public invitations, awardafigpublic procurement contrac
and contracts for private-public partnership (Aeti®6-b, Paragraph 2), interdicti
for establishing of new legal entities; (Article-Bg Paragraph 3), interdiction fq
using subsidies and other favourable loans; (Astfif-b, Paragraph 4) revocati
of permit, license, concession, authorization dreotright determined in separg
law; (Article 96-b, Paragraph 5); temporary intetiin for performing of certaif
activity; (Article 96-b, Paragraph 6); permanenteidiction for performing o
certain activity; (Article 96-b, Paragraph 7) amdntination of the activity of th
legal entity (Article 96-b, Paragraph 7).

nY
v

D O

g
nf

0,
ne
cle

nal

b

1S
g
of

al
or

ts
N
DI
on
ite
N

11

Recommendation
the MONEYVAL

0

f The authorities should consider whether the bemefinegligent money launderir

19

are being used in the best way and seek for peseltidtacles that may hinder |3
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Report

enforcement and prosecutors in successfully inyatatig and prosecuting legg
persons for money laundering activities.

Measures taken t
implement the
Recommendation o
the Report

b The provisions contained in the Draft-Law CC whishin Assembly procedurg
rprovide clear definitions regarding the necessagym$ according to th
who shall circulate, receive, undertake, exchamggange money or other prope
obtained by means of committing punishable crimewtio is aware that th
property has been obtained by performing punishahblme, or by conversion
transfer or in other manner shall cover up thatiginated from such source or sh
cover up its location, movement or ownership sfedle imprisonment senten
from one to ten years. (Article 273, Paragraph 1).

shall be imposed on a perpetrator possessing ng gsbperty or objects obtaing
by performing punishable offence or by countenfgitdocuments, non-reporting

facts or by covering up that they originated framtssource, as well as hiding th
location, movement and ownership (Article 273, Beaph 2).

Regarding the fact that the offence referred tih@nArticle 273, Paragraphs 1 ang
has been committed during banking, financial orepthiconomic operations or
dividing the transaction the perpetrator avoidsgbssibility for reporting the casg
determined by law for which sentence of imprisontenat least three years h
been envisaged (Article 273, Paragraph 3), the Deaft-Law CC, which is in
Government procedure, does nor envisage modifitatid this Article and it sha
remain the same, as envisaged by the Criminal QU@#icial Gazette of the
Republic of Macedonia®, no. 19 from 30.03.2004).

Regarding the subjective aspect, the new provisials envisage fine d
imprisonment sentence to three years for the patpetcommitting some of th
offences referred to in the 1, 2 and 3, and who el@igjes and could have son
information regarding the fact that the money, pneperty and the other proper
gain or objects have been obtained by means of dtimgncriminal offence
(Article 273, Paragraph 4) Criminal Code (“Offici@lazette of the Republic (
Macedonia“ no. 19 from 30.03.2004). Having in cdesation the need fq
harmonisation of domestic penal law with internadibinstruments, instead of tk
used terms “the other property gain or objectss, Binaft-Law of the Law amendin
the Criminal Code shall contain the terms “othescpeeds of crime” (Article 273
Paragraph 4).

Significant new element in the Draft-Law CC is thavisaged liability of the
persons who, according to the Law represent asdréntities for application (
measures and actions for prevention of money laimgieind other proceeds

crime such as the official, responsible person egga in a bank or other financi
institution or person performing activities of pigbinterest, shall unauthorising
disclose information to client or uninvolved persaated to the procedure

examining suspicious transactions or to an apmpiicabf other measures an
activities for prevention of money laundering, f@hich imprisonment senteng
from three months to five years (Article 273, Paagly 7). For the persons who ¢
be qualified as perpetrators of the offence retetein the Paragraph 7, the ne
provisions regarding the subjective aspect envighge if the offence has beg
committed from negligence, the perpetrator candetioned with a fine or witl
imprisonment sentence of up to three years (Aré@®@, Paragraph 9).

The new provisions envisage that imprisonmentese® from one to ten years
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Recommendation 5 (Customer due diligence)
I. Regarding financial institutions

Rating: Non compliant

Recommendation
the
Report

0

MONEYVAL

f The authorities should as a matter of urgency idsgéslation clearly prohibiting
financial institutions from keeping anonymous actsuor accounts in fictitiou
names. Furthermore, it should be established withaaough assessment wheth
such accounts still exist. If so, they should losedl as soon as possible.

er

Measures taken
implement
Recommendation

the Report

1
the
o)

b The Article 26 of the AML Law interdicts the bante open and keep anonymo
accounts.

The Article 26 of the AML Law shall be modified lye Draft-Law and shall rea|
as follows:

“Financial institutions shall be interdicted frompening and keeping anonymo
accounts, numbered accounts or accounts belongingetsons having obvious
fictitious names*

Pursuant to the Iltem 10 of the Decision on the Maremd the Procedure f
Establishing and Application of Bank Programme f@revention of Money
Laundering and Financing Terrorism (hereinafteremefd to as: the NBRN
Decision), no bank can possess anonymous accanciisding numbered accoun
or accounts opened on fictitious names. On thesbaithe recommendatig
contained in Committee Report, the analysis sugde$t the Report of th
Committee was an integral part of supervisory amatof the NBRM conducte
during the last two years. These controls haveiaoefl that as a result of t
established practice for mandatory identificatidrthee clients and verification g
their identity, banks do not open anonymous ac&unt

f

(
ts
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Recommendation
the
Report

0

MONEYVAL

f Financial institutions should be required to idéyptcustomers when carrying o
occasional transactions that are wire transfersaihthe circumstances covered
the Interpretative Note to SR VII, when the finahiistitution has doubts about th
veracity or adequacy of previously obtained idération data. The obligation t
identify customers when there is a suspicion abtest financing should be mad
clearer in the AML Law.

ut
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Measures taken
implement
Recommendation

the Report

1
the

of

b The identification of the client and the verifiaati of the identity are mandato
measures that have to be taken by the entitigseiframework of the procedure f
customer due diligence (hereinafter referred taC&D procedures).

Pursuant to the Article 8 of the AML Law, the eietit have obligation to impleme
the CDD procedures, notably in the following cases:

a) when establishing a business relation;

b) when carrying one or several linked transactiamounting to 15.000 EUR ¢
more in denar counter-value;

¢) when there is suspicion of money launderingrarfcing terrorism, regardless
any exception or amount of the funds, and

d) when there is doubt about the veracity or tregadcy of the previously obtaing
client identification data.

Similarly, according to the Article 21, Paragraplof4the Law on Fast Mone
Transfer, the National Bank of the Republic of Madmsia shall prescribe th
manner of keeping records for each transactioasifrhoney transfer.

The Item 4 of the Decision on the Manner of KeedRagords of each Fast Mon

information on the name and the surname of theralgberson using the services
fast money transfer, as well as on the identifacatiumber of the citizen in the ca|
of domestic natural person, or the number of thesjpart in the case of foreig

Transfer Transaction envisages that the fast moresfer provider shall collec
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natural person.

the financial institutions regarding the identifiom and the verification during fa
money transfer, notably:

“(1) Upon payment of an amount higher than 1000 EWRlenar counter-valu
according to the middle exchange rate of the Nati@ank due to cashless trans
trough domestic or foreign payment operations, daxancial institutions shall b
obliged to identify and verify the identity of tiperson giving the order of payme
i.e. to provide information on the name and thenaome or the title, the address 3
the time and date of birth, the identification nianlnd the number of the numH
of the account.

(2) The financial institutions acting as mediatarscashless money transfer

exchange rate of the National Bank in internatiggeyment transactions, shall

referred to in the Article 1 of this Article to tHimancial institution performing th
payment of the transfer.

counter-value, the financial institutions, in tlmarhe of their internal acts, shall
obliged to determine the manner of verifying miggiart of the needed informatig
referred to in the Paragraphs 1 and 2 of this krtand the manner of setting
these transfers. The entities must find the missimiormation or to reject th
transfer.

(4) The financial institutions referred to in thar®graph 3 of this Article can lim
or cancel the business relations with financiatitimsons that do not provide g
transfer the information envisaged in the Paraggdpand 2 of this Article.

(5) The provisions of this Article do not refertte following types of transfers:

- Using payment cards for withdrawing of resourfresn an account in a bank
trough POS terminal and payment n retail store.

- Transfers and settlements between the issudreobitder and the receiver of t
order are banks performing the transfer in them@&and for their account.”

Recommendation
the
Report

MONEYVAL

0

authorities should take steps to apply an enhangedfication process ir
appropriate cases. In higher risk cases and foeiigm clients, they should consid

data or information when verifying customer’'s idgnt(in addition to the|
documents as currently prescribed by law).

Measures taken
implement
Recommendation

the Report

1
the

of

b The verification of the identity is a mandatory @ity that must be conducte
within the CDD procedures.

The concept for verification of the identity shb# determined in the Article 10
the AML Law. This Article shall define:

“(1) The identity of the client or the beneficialvoer of a natural person shall
established and verified by submission of origiaatl valid document (person
document) having the character of public documena @opy of such docume
certified by a notary public, containing photograpbf the person. A certifie
transcript by a notary public may only be used anlthe case when the client a
on behalf of a third party which is not physicaliesent.

(2) The document shall verify the name, surnames dad place of birth, place an
address of permanent or temporary residence, prigtEmntification number and

number of the identification card and the issuintharity and date of validity of th
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Similarly, the Article 12-d of the Draft-Law shalleate additional obligations for
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D
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amounts exceeding 1000 EUR in denar counter-vabwsrding to the middle

D
D
obliged to transmit the information on the persaving the order of payment
al

(3) During the performing of cashless transfers amiag over 1000 EUR in denar
be

f The concept of verification of identification shibube further addressed. The
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requiring financial institutions to use other rdtie, independent source documents,
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identification card..

(3) The identity of the client or the beneficial mev when they are a foreign natural

person shall be established on the basis of tha uhathis/her original trave
documents or a transcript certified by a notarylipub

(4) If some of the data referred to in paragrapf this Article cannot be verifie
from the identification document, the entity shotddjuire other public documen
to determine the required information or requineedfied statement from the clie
for that particular information and its accuracy.

(5) The identity of the client or the beneficial mev when they are a legal pers
shall be established with the submission of animalgor a certified transcript by
notary public for registration at the central régiis

(6) The seat and tax identification number of tbgal person shall be determin
from the registration entry.

(7) The identity of the client or the beneficial mev when they are a foreign leg
person shall be established on the basis of verd@irt registration or registratid
from another competent authority, not older thamsbnths.

(8) In cases when the client is a person thattisuloject to court registration or to
another competent authority for registration of efgn legal persons, th
determination of the identity shall be made by ptimg an original or a certifieq
transcript by a notary public of a document oneitsablishment adopted by t
management authority or entry of the name, i.e. tithe, address or seat ai
activity.

(9) The management body, the employers, the emgsoged the representatives
authorised to enter into business relationshipetmalf of a third party shall enclog
the documents referred to in paragraphs (1) anaf($is Article, as well as th
documents confirming the identity and the addrdéskeoprincipal.

(10) The entities shall compulsory keep a copy led tlocuments referred
paragraphs (1), (3), (5), (7) and (8) of this Agic

(11) In the cases where this Law stipulates congpulglentification of clients, the
data regarding the transaction performed and iefeto the other participants
the transaction, the purpose, target, time ancepéperforming the transaction, t
amount, type and manner of transaction and tygbeofmeans of payment shall
entered into the transcripts, depending on the @askessment and other d
pursuant to this Law

The Article 10 shall be modified by the Draft- Land shall be read as follows:
“Identification and verification of the client*

Article 10
(1) In the case when the client is natural persmishe shall be identified ar
his/her identity shall be verified by submittingiginal and valid documen
personal identification card or passport or comiedified by a notary public. A
certified transcript by a notary public may only lieed only in the case when t
client acts on behalf of a third party which is pbysically present.
(2) In the case when the client is a foreign ratperson, he/she shall be identifi
and his/her identity shall be identified on theibad the information listed in th
valid document, the personal identification carghassport, in original document
in a copy certified by a notary public or authodzestitution.
(3) The document referred to in the Paragrapharidl)(2) of this Article shall sery
for determination of the name, surname, date aadepbf birth, place and addre
of permanent or temporary residence, unique pelddeatification number an
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number of the personal identification card or passphe authority issuing th
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document and validity date of the personal idegdtion card or the passport.

(4) If the document for identification, the persbigntification card or the passpg
as original document or as copy certified by a nopablic can not provide sorm
of the information referred to in the ParagraphdB)his Article, the entity can ag
from the other party to provide other public docuainia order to verify the needg

information or can ask for certified copy confirmgithe missing information and its

accuracy.

(5) In the case when the client is domestic legpity, it shall be identified and its

identity shall be verified by submitting of origidocument or a copy certified by,
notary public of the registration in the CentrabiR¢er.
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(6) The extract of the registration referred tothie Paragraph (5) of the present

Article shall serve for determination of the titldne registered address, the
number of the legal entity, the founder/s anddtgl representative.
(7) In the case when the client is foreign legditgnit shall be identified and it

identity shall be verified with a registration bycampetent authority which sha

not be older than six months.

(8) In the case when the person referred to irPmagraph (7) of this Article is nopt

subjected to a registration by a competent registrauthority, the determining ¢
the identity shall be made by providing of origidaicument or a copy certified by

competent authority of the document for its esplient provided by the
managing authority or an inscription of the nameth title, the address or the

registered address and the activity.

(9) The managing authority and the representaiifete client referred to in the
Paragraph 5 or 7 of this Article authorized forabtishing business relation in the

name of third person shall provide the documestsdi in the Paragraphs (1),

and (5), as well as the documents confirming themtitly and the address of the

person giving the power of attorney or the benafiaser.
(10) The entities must possess copy of the doctsweferred to in the Paragrap
(1), (2), (5), (7) and (8) of this Article.
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(11) The entities, on the basis of internal acés, ask other information needed for

determination and verification of the identity b&tclient or the beneficial owner.

Identification and verification of the beneficiaiper
Article 11
(1) The entity shall be bound to verify the identif the beneficial owner and, d
the basis of risk assessment, verify his/her ithemttcording to the Article 10 d
this Law.
(2) In the case when the entity cannot identify bleneficial owner according to tl
Paragraph 1 of this Law, it shall take declarafrom the client, and the verificatig
shall be performed on the basis of information ioleté from independent ary
secure sources.
Identification and verification of the principal
Article 12
If the transaction is carried out on behalf aodthe account of third party, in th
cases where the law stipulates such obligation, ehiities shall be bound {
establish and verify the identity of the personfqrening the transaction (proxy,
the holder of the rights (principal) and the powkattorney.”

Verification of the client, the beneficial ownerdatne authoriser
Article 12-a

=
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(1) Entities shall be bound to establish the ifienf the client, the beneficial owner
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or the principal before the establishment of bussneelation or before the
performing of the transaction with clients for whdahe entity has not established

business relation.

(2) By way of derogation from the Paragraph (1)tleé present Article, the
verification of the identity of the entities can performed during the establishing
of business relation if this step is necessary rishen not to cancel the regular
functioning of the business relation and when tlietew risk of money laundering

and financing terrorism.

(3) By way of derogation from the Paragraphs (i &) of this Article, regarding

the operations related to life insurance, the igatiion of the identity of the clier

and of the beneficial owner of the policy can befqgrened after the establishment
of the business relation. In this case, the \a@iion of the identity should be
f

performed prior or during the payment of the pol@yprior or at the moment ¢
exercising of the rights arising from the policy.
(4) In the execution of activities of life insuranahe insurance undertakings sh

be bound to identify and verify the identity of tkéent in the cases when the

amount of the single or several instalments ofitsarance premium to be paid in

period of one year exceeds 1.000 EUR in denar eowatlue or when the payment
of the single insurance premium exceeds the amofir2.500 EUR in denar

counter-value.
The Decision of the NBRM (Item 12) envisages thasitles the provisions fq
verification of the identity of the client envisapi the AML Law , each bank cg

verify the information trough some of the followingdependent sources of

information:
- The determination of the permanent address by usingr sources g

information (telephone, electricity bills etc., datvailable by the

Information Service- 188 etc.).
- Contacting the client and the beneficial owner glophone, letter or €
mail;
- Contacting the embassy (consular mission, liaigtioe) of the country|
of origin of the foreign client;
- Requesting the final financial report for the fuaning of the client-
the legal entity, revised by an authorized auditben possible;

- Using the data available by the public registehg €entral Register

the Central Securities Depository of etc.);
- Visiting the client and the beneficial owner, ispible;
- Verification of the statute of the client and trenbficial owner whethe
bankruptcy or liquidation procedure has been itdta

The objective of the provisions of the Decisiortasprovide the banks with other

sources of information, from the sources listedh@ AML Law for the clients fo

which there is need for additional verification tbe identity, i.e. for the clients

whose identity can not be surely determined orbtms of the documents listed
the AML Law (including the persons who might remneshigher risk of mone

laundering and financing terrorism). Besides thpsavisions, the Item 9 of the

Decision oblige the banks to insure that:
- possess precise sources of information, documentatid data;

- Possess information on which basis they could deter the identity of the

beneficial owner of the client, including the detaration of the actua
ownership and managing structure of the clientdeigal entity;
- Possess precise information on the identity ofathtborized person.

Recommendation

0

f The authorities should clearly define which othecwaiments than passports or |.
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the MONEYVAL | cards can be used for verification of identificatiand which are in accordance
Report with the international standards as required by frme 8 of the Methodology (with
reference to the General Guide to Account Openingd Gustomer Identification
issued by the Basel Committee’s Working Group as€Border Banking).
Measures taken t0 The identification and the necessary documentsahatbe used for identification
implement ~~the| sha|| be determined in the Article 10 of the AMLwLand the Article 9 of the
Recommendation  of Draft-Law
the Report : .
The AML Law and the Draft-Law have stricter approdowards the documents
that can be used by the subjects in order to ifjertie clients.
Besides the documents for identification and veaition of the clients listed in the
AML Law, the Item 12 of the NBRM Decision shall Inde some independent
sources of information that can be used by the $amgon the verification of thg
identity of the clients and the final owner.
Recommendation  of Financial institutions should be required to obtanformation on the purpose and
g‘:port MONEYVAL | intended nature of the business relation.
Measures taken 0 The obtaining of information on the purpose andititended nature of the busingss
implement ~the| ra|ation is an activity that must be implementedtbg entities within the CDD
Recommendation  of
the Report prqcedU(e. . . . .
This obligation of the entities shall arise fronetArticle 9 of the AML Law,
Paragraph 1, Item b), or the Article 12 of the Dtafw.
Pursuant to the Part Il. 1.2 of the NBRM Decisibneach bank shall be obliged|to
provide information and data on which basis onedstermine the purpose and the
intended nature of the business relation estaluliskigh the client, which can
include information on the nature of the businestiviies of the client, the
financial standing, the sources of financial meand the most important busingss
partners.
Recommendation  of Financial institutions should be required to contieagoing due diligence on the
g‘:port MONEYVAL | husiness relation and to ensure that documents, diainformation collected under
the CDD process are kept up-to-date and relevantuhglertaking reviews df
existing records, particularly for higher risk caimries of customers or business
relations.
Measures taken to Pursuant the Article 9, Paragraph 1, Item d) ofAML Law, as a special activity
g@gmr‘?{‘etndaﬁon thﬁr within the CDD procedure, the entity have the dddiigh to perform ongoing
the Report monitoring of the business relation. The ongoingiitweing shall include detailed
review of the transactions that are made within tkation in order to confirm that
the transactions are being performed accordingearitended purpose, the business
and the risk profile and the financial standingtioé client and the updating of
client's information.
The Draft-Law shall regulate this obligation andilskeparate it special Article 12
The new Article in the Draft-Law shall word as tolls:
Ongoing monitoring of the business relation
Article 12-b
(1) The entities shall be obliged to conduct ongomonitoring of the business
relation including detailed scrutiny of transacaimdertaken within the frames |of
that relationship in order to ensure that the tatisns are being conducted |in
compliance with the client’s intention, the busmesd risk profile and the client|s
financial standing, and, when necessary, the sseuwfktnancing of the client.
(2) The entities shall be bound to perform regulpdating of the document and
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information on the client acquired trough the inmpémtation of the activitie
referred to in the Article 9, Paragraph 1, ltemdaand c) of this Law.

the business relation with the client and the tatisns that are being conducte

are in line with the purpose and the intended eatdithe business relation and
source of financing of the client.

The banks shall be obliged to ensure regular upglaif the information and th
data on the business relation with the client, #m® manner and the time
updating of the data shall be determined withierinal procedures.

In the frame of the part of the Decision referritogthe manner of performin
enhanced client due diligence of a client for whibere evidences of higher risk
money laundering or financing terrorism, there Ishaladditional activities relate
to monitoring of the business relation with thipeyof clients (for example, ongoir]
monitoring of the business relation, additionalkeassent of the risk level related

Board etc.).
Recommendation of Financial institutions should be required to perforenhanced due diligence f
gfport MONEYVAL | higher risk categories of customers, business imabr transaction, including
private banking, companies with bearer shares amuresident customers.
Measures taken 0 The obligation for taking measures for enhanced Cibiall be regulated in th
gﬂgmrﬂn dation thgr Article 14 of the AML Law and in the Article 13 dfie Draft-Law.
the Report The modified and amended Article 14 shall worddiefs:

Article 14

established in a risk assessment basis, the erghieuld apply enhanced client d
diligence in addition to the measures referrechtthe Articles 8, 9 and 10 of th
Law, and in particular the cases referred to inRheagraphs (2), (3) and (4) of th
Article.
(2) Where the client is not physically presentifantification purposes, the entitig
should take one or several of the following measure

a) determining the client's identity by additiodaktuments, data or information;
b) Additional measures for verifying the documesugplied, or requiring that the
are certified by another financial institution dietRepublic of Macedonia, an g
Member State or a country where the regulation idmvfor at least identicg
requirements for taking measures for preventiomohey laundering and financin
terrorism as the requirements provided for by Itla;

¢) ensuring that the first payment is carried eough an account in a bank in t
Republic of Macedonia.

(3) Where banks establish correspondent bankiragioak with banks for which
simplified due diligence is not permitted pursuinthe Article 13 of this Law, the
shall be bound to:

a) gather sufficient information about the respandeank to determine fully th
nature of its business and to determine its rejmmaand the quality of th
supervision.

b) gather information and on the basis thereof szs¢gee system for protectid

e
of

g
of

each client, approving of the business relationth®y members of the Managing

(1) Where there is higher risk of money launderimgd financing terrorism

Likewise, the obligation of banks regarding the @ng monitoring of the business
relation with the clients shall be specified in fart I. 1. 3 of the NBRM Decision.
Pursuant to this Law, the banks shall be obligedeidorm ongoing monitoring gf

in

compliance with the business relation in order eédify whether these transaction
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against money laundering and financing terrorism;
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c) Obtain approval from the Management Board fotaldshing a

correspondent banking relation;

d) precisely prescribe the mutual rights and oltikiges and

e) ensure that the respondent bank carries owtdthgties referred to in the Articl

9, Paragraph 1, Items a), b) and c) regarding ¢énsops having direct approach|to

its correspondent accounts at the banks in the IBiepof Macedonia, at least in|a

scope and in a manner determined by this Law, #isasé¢o determine whether the
correspondent banks is prepared to provide therdatessary for identification and
verification of the client on its request.

(4) When the entities perform transactions or eim&r a business relation with

politically exposed persons, they shall be requiced

a) on the basis of previously established risk sssment procedure determine

whether the client is a politically exposed pereoin the case where this can not|be

done, they shall be required to provide clientseshent.

b) provide approval for establishing of businedatien with the client from the

managing structures of the entity, as well as pl@wecision for continuing of th

business relation with the existing clierttavhas become politically exposed pers
adopted by the managing structure of the entity;

c) take adequate measures to establish the sofifumas of the client who is

politically exposed person;

d) conduct ongoing enhanced control of the busingasion with the client who i

politically exposed person.

In the cases where there is higher risk of monagdaring or financing terrorism

pursuant to the Item 6 of the NBRM Decision, thenksashall be required to

perform enhanced client due diligence. The bank peaform enhanced client dye
diligence at least for the clients envisaged in ML Law, but also with theg

NBRM Decision, which defines the additional typdsclients who can be seen gas

highly risky by the banks regarding money laundgrand financing terrorism,

having in mind the nature of the financial actegtiperformed by such clients:

- Politically exposed persons;

- Clients using private banking services;

- Correspondent banks;

- Clients who are physically absent during the eshinig or the conducting g
the business relation;

- Clients originating from countries which do not Bppr apply in inadequat
manner the recommendations of the Financial ActBmoup in the area g
prevention money laundering and financing terrorism

The Decision shall specify the additional measwegsaged by the Law, whigh

shall be binding for the banks regarding the ab@rgianed clients.
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Recommendation
the
Report

0

MONEYVAL

f For customers that are legal persons or legal agaments, financial institutio

=)

should be required to verify that any person putimgr to act on behalf of the
customer is so authorised, and identify and veh&yidentity of that person.

Measures taken
implement
Recommendation

the Report

i (
the
o)

b The Article 2, Iltem 7 of the AML Law shall definbe term “client”, which shal

imply natural or legal entities. The legal systehth@ Republic of Macedonia dogs
not include the term legal arrangements.
The Article 10, Paragraphs 5 and 9 of the AML Lavals define the manner of
identification of legal persons and the persons \ah® authorised to enter into
business relation with third persons on behalfhef kegal person. Similarly, the
Article 12 shall prescribe the provisions regulgtithe identification of the
authorizer.
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The Draft-Law shall amend the Articles 10 and 1Bjcl shall word as follows:
“Identification and verification of the client”
Article 10

(1) the identity of the client when the clientriatural person shall be established

and be verified with the submission of original avalid document, person
identification card or passport or copies certiflegl a notary public. A certifie
transcript by a notary public may only be used anlthe case when the client a
on behalf of a third party which is not physicaiiesent.

(2) In the case when the client is a foreign ratperson, he/she shall be identifi
and his/her identity shall be identified on theipax the information listed in th
original valid document, the personal identificaticard or passport or in the co
certified by a notary public or authorized instibut

(3) The document referred to in the Paragraphsafi) (2) of this Article shall

determine the name, surname, date and place df, hptace and address
permanent or temporary residence, unigue persaaitification number an
number of the personal identification card or passphe authority issuing th
document and validity date of the personal idegdtion card or the passport.

(4) If the document for identification, the perabidentification card or the passport
as original document or the copy certified by aanptpublic can not provide some
of the information referred to in the Paragraphdf3)his Article, the entity can ask
from the other party to provide other public docuina order to verify the needed

information or can ask for certified copy confirmgithe missing information and i
accuracy.

(5) In the case when the client is domestic legpity, it shall be identified and its

identity shall be verified by submitting of origindocument or a copy certified by,
notary public of the registration in the Centrabi¢er.
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(6) The extract of the registration referred tothie Paragraph (5) of the present

Article shall serve determine the title, the regjistl address, the tax number of
legal entity, the founder/s and its legal represtirg.
(7) In the case when the client is foreign legditg, it shall be identified and it

identity shall be verified with a registration bycampetent authority which shall

not be older than six months.
(8) In the case when the person referred to irPdmagraph (7) of this Article is n
subjected to a registration by a competent registrauthority, the establishme

of the identity shall be made by providing of onigi document or a copy certified

by a competent authority of the document for itialggsshment provided by th

managing authority or an inscription of the nameth title, the address or the

registered address and the activity.

(9) The managing authority and the representaiifate client referred to in th
Paragraph 5 or 7 of this Article authorized forabtishing business relationship
behalf of third person shall provide the documdisted in the Paragraphs (1), (

and (5), as well as the documents confirming themtity and the address of the

principal or the beneficial user.

(10) The entities must possess copy of the doctsweferred to in the Paragrap
(1), (2), (5), (7) and (8) of this Article.

(11) The entities, on the basis of internal ac&s, request other information need
for establishment and verification of the identfithe client or the beneficial user

Identification and verification of the beneficiakner
Article 11
(1) The entity shall be bound to verify the idgntf the beneficial owner and, g
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the basis of risk assessment, verify his/her itheattcording to the Article 10 d
this Law.

(2) In the case when the entity cannot identify leneficial owner according to ti
Paragraph 1 of this Law, it shall be bound to ptev& declaration from the clien
and the verification shall be performed on the $afiinformation obtained frorj
independent and secure sources.

Identification and verification of the proxy
Article 12
If the transaction is being performed on behatf &r the account of third perso
in the cases where the law stipulates such obtigathe entities shall be bound
establish and verify the identity of the personfqgrening the transaction (proxy,
the holder of the rights (principal) and the powkattorney.”

Verification of the client, the beneficial ownerdatie principal
Article 12-a

(1) Entities shall be bound to establish the idgmdf the client, the beneficial owng
or the principal before the establishment of bussneclationship or before t
performing of the transaction for clients with whahe entity has not establish
business relation.
(2) By way of derogation from the Paragraph (1)tlé present Article, th
verification of the identity of the entities can performed during the establishir
of business relationship if this step is necessargrder not to cancel the regul
functioning of the business relation and when tlietew risk of money launderin
and financing terrorism.
(3) By way of derogation from the Paragraphs (i ) of this Article, regarding
the operations related to life insurance, the igatiion of the identity of the clier]
and of the beneficial owner of the policy can befqrened after the establishme
of the business relation. In this case, the \@ifon of the identity should b
performed prior or during the payment of the pol@yprior or at the moment ¢
exercising of the rights arising from the policy.
(4) In the execution of activities of life insuranadhe insurance undertakings sh
be bound to identify and verify the identity of tkéent in the cases when tf
amount of the single or several instalments ofitisarance premium to be paid irj
period of one year exceeds 1.000 EUR in denar eowaiue or when the payme

counter-value.
The NBRM envisages that besides the legally sttpdlarovisions for identificatiol
of the clients, pursuant to the AML Law, the basksuld ensure that they possg
accurate information on the identity of the proxy.

of the single insurance premium exceeds the amofir?.500 EUR in denar
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Recommendation
the
Report

0

MONEYVAL

f The legislation should provide for a definition ‘beneficial owner” which is in
line with the one provided for by the glossaryhte EATF Methodology. Financia
institutions should be required to take reasonabileasures to verify in a
situations (and not only when “a suspicion existether the client acts on its o
or on behalf and in interest of a third party”) thgentity of beneficial owners usirj
relevant information or data obtained from reliatdleurces.

—

g

Measures taken
implement
Recommendation

the Report

1
the
o)

b The Article 2, Item 7 of the AML Law shall definkd term “beneficial owner*:
10. “Beneficial owner” shall mean a natural persgm ultimately owns or control

the client and/or a natural person on whose behatf for whose account

(DmU)

transaction or activity is being conducted, wheraaseneficial owner within th
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legal persons shall be as follows:
a) natural person who has direct or indirect slofia least 25% of the total stoc
or share, i.e. of the voting share in that legditgnincluding ownership of bearg
shares, and
b) natural person who otherwise exercises contith wmanagement of the leg
entity.
Pursuant to the Article 9, Paragraph 1, ltem bhiwithe procedure of client du
diligence, the entities shall be bound to identifg beneficial owner and establi
its identity. The entities shall be obliged to itiBnand verify the beneficial owne
in all other cases determined in the Article 8. Tdentification and the verificatio
of the beneficial owner shall be performed in adeoce to the Article 10 of th
AML Law.
The Draft-Law shall amend the previously quotedckas, which shall word a|
follows:

Article 2
9. “Beneficial owner" shall mean a natural persdrowltimately owns or control
the client and/or a natural person on whose behatf for whose account
transaction or activity is being conducted.
Beneficial owner of the legal entity or the trustinatural -person who:
a) has direct or indirect share of at least 25%heftotal stocks or share, i.e. of t
voting share in that legal entity, including owrtépsof bearer shares, and/or
b) otherwise exercises control with managementhef legal entity or acquire
benefits with the legal entity or the trust;

Article 9
(1) The customer due diligence procedure referoeith the Article 8 of this Law
shall comprise the following activities:
a) ldentification of the client and verification tbfe client’s identity;
b) Identification of the principal and verificatiomf his/her identity ang
identification of the beneficial owner and verifiiwm of his/her identity;
¢) Obtaining information on the purpose and therided nature of the busing
relation, and
d) Conducting ongoing monitoring of the businedatien.
(2) The entities shall apply each of the measuresiged for in the Paragraph (
of this Article, but they may determine the extehisuch measures depending
the client’s risk assessment, the business relatienproduct or the transaction.
(3) The entities shall perform the risk analysistiog basis of internal risk analys
procedure which is integral part of the Programraed which contains th
indicators prepared by the Office in cooperationthwthe entities and th
supervisory authorities as a minimal requirement.
(4) The entities shall be bound to make availablthé Office and the superviso
authorities the risk assessment documents reféoréa the Paragraph (2) of th
Article in order to demonstrate that the extenttlsé undertaken measures
appropriate in view of the determined risk of morlayndering and financin
terrorism.

Article 10
(1) the identity of the client when the client iatural person shall be establish
and verified with the submission of an original awalid document, person
identification card or passport or their copiedified by a notary public. A certifie
transcript by a notary public may only be used anlthe case when the client a
on behalf of a third party which is not physicgiesent.
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(2) In the case when the client is a foreign natpeason, he/she shall be identifi

ed

29



and his/her identity shall be established on tresbaf the information listed in th
original valid document, the personal identificaticard or passport, or in a co
certified by a notary public or authorized insfibut

(3) The document referred to in the Paragraphsafit) (2) of this Article shal
determine the name, surname, date and place dif, ptace and address
permanent or temporary residence, unigue persalaitification number an
number of the personal identification card or passphe authority issuing th
document and validity date of the personal idegdtion card or the passport.

(4) If the document for identification, the persbitkentification card or the passpd
as authentic document or the copy certified bytamygublic can not provide som
of the information referred to in the ParagraphdBdhis Article, the entity can ag
from the other party to provide other public docuainia order to verify the needg
information or can ask for certified copy confirmgithe missing information and i
accuracy.

(5) In the case when the client is domestic legéty it shall be identified and it
identity shall be verified by submitting of origirdocument or a copy certified by,
notary public of the registration in the CentralgiR¢er.(6) The extract of th

registration referred to in the Paragraph (5) o #rticle shall determine the title

the registered address, the tax number of the gil, the founder/s and the leg
representative.

(7) In the case when the client is foreign legditgnit shall be identified and it
identity shall be verified with a registration bycampetent authority which sha
not be older than six months.

(8) In the case when the person referred to irPdmagraph (7) of this Article is n
subjected to a registration by a competent registrauthority, the establishing
the identity shall be made by providing of origidaicument or a copy certified by
competent authority of the document for its esgdislient provided by th
managing authority or an inscription of the nameth title, the address or t
registered address and the activity.

(9) The managing authority and the representatdfdbe client referred to in th
Paragraph 5 or 7 of this Article authorized forabfishing business relation ¢
behalf of third person shall provide the documdisted in the Paragraphs (1),
and (5), as well as the documents confirming thentity and the address of tk
principal or the beneficial user.

(10) The entities must possess copy of the docismefeérred to in the Paragrap
(1), (2), (5), (7) and (8) of this Article.

(11) The entities, on the basis of internal acis, Iequest other information need
for establishing and verification of the identitfytbe client or the beneficial user.

Identification and verification of the beneficiakper
Article 11
(1) The entity shall be bound to verify the idgntiff the beneficial owner and, g
the basis of risk assessment, verify his/her ithenti
(2) In the case when the entity cannot identify Hemeficial owner, it shall b
bound to provide a declaration from the client, ahé verification shall bg
performed on the basis of information obtained frarblic sources.

Verification of the client, the beneficial ownerdatie principal
Article 12-a
(1) Entities shall be bound to establish the idgmi the client, the beneficial owng
or the principal before the establishment of bussneclationship or before tl
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performing of the transaction for clients with whahe entity has not establish
business relation.

(2) By way of derogation from the Paragraph (1)tleé present Article, th
verification of the identity of the entities can performed during the establishir
of business relationship if this is necessary ideornot to interrupt the norm
conduct of the business relation and when thelesier risk of money launderir]
and financing terrorism.

(3) By way of derogation from the Paragraphs (1) @) of this Article, in relation
to the activities of life insurance, the verificatiof the identity of the client and

the beneficial owner of the policy shall be perfedrafter the establishment of t
business relation. In this case, the verificatibthe identity should take place at
before the time of payment of the policy or at efdoe the time the beneficia
intends to exercise of the rights vested undeptiey.

(4) In the execution of activities of life insuramahe insurance undertakings sh
be bound to identify and verify the identity of tkhéent in the cases when tf
amount of the single or several instalments ofitsarance premium to be paid irj
period of one year exceeds 1.000 EUR in denar eowaue or when the payme

counter-value.

Besides the AML Law, the NBRM Decision shall spgdifie obligation of the
banks regarding the establishing of the identitthefbeneficial owner and carry g
adequate activities for verification of the idewtinter alia, banks shall be bound
ensure that:

They possess precise sources of information, doctatien and data;
Possess information on which basis they could bstathe identity of the
beneficial owner of the client, including the deté@ration of the actua
ownership and managing structure of the client{¢hal entity;

Upon the identification and the verification of theneficial user the banks shall
obliged to use the documents envisaged in the AMiw,Las well as th
independent sources of information defined in tiBRN Decision (Item 13).

of the single insurance premium exceeds the amofir?.500 EUR in denar
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For all clients, financial institutions should bequired to determine whether t
tF?Sport MONEYVAL | customer is acting on behalf of a third party.histis the case, they should identify
the beneficial owner and verify the latter's idgntiwith regard to clients who ar
legal persons, financial institutions should undarsl the controlling structure @
the customer and determine who the beneficial ovaer
Measures taken t0 The Article 9, Paragraph 1, Item b) of the AML Laall stipulate that withir
implement ~the| cpp, the entities should identify the beneficialrew and the principal and verif
Recommendation  of o identity of the beneficial owner, the ownershifgl managing structure.
the Report

The Draft-Law shall introduce new provision refagito the beneficial owner:

Identification and verification of the beneficialvoer
Article 11

(1) The entity shall be bound to establish the tithenf the beneficial owner and, @
the basis of risk assessment, verify his/her ithemttcording to the Article 10 d
this Law.

(2) In the case when the entity cannot identifyltbaeficial owner according to t
Paragraph 1 of this Law, it shall be bound to pteva declaration from the clien
and the verification shall be performed on the $afiinformation obtained frorj
independent and secure sources.

The NBRM Decision shall additionally specify the lightion of the bankg
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regarding the establishing of the identity of tlenéficial owner and establish t
ownership and organizational structure of the tlidgime legal entity and carry o
adequate activities for verification of the ideptit

ne
it

Recommendation
the
Report

0

MONEYVAL

f Concerning timing of verification, the possibiljiyovided by Art. 7 para 1 and 2 {
establish the client’s identity “on the day wher tinansaction was carried out
(unless there is a suspicion of money launderisg)ob general and should K
brought in line with the circumstances as describgdriterion 5.14.

e

Measures taken
implement
Recommendation

the Report

1
the
o)

b The timing of the verification and the establishifgthe identity of the client an
the beneficial owner shall be determined in thécketll of the AML Law, which
shall word as follows:

(1) The entities shall be bound to verify the idlgnof the client or the beneficia
owner before the establishment of the businessiagelar the carrying out of th
transaction.

(2) By way of derogation from the Paragraph (1)tleé present Article, th
verification of the identity of the entities can performed during the establishir
of business relationship if this is necessary ideornot to interrupt the norm
conduct of the business relation and when thetesier risk of money launderir]
and financing terrorism.

(3) By way of derogation from the Paragraphs (1) @) of this Article, in relation
to the activities of life insurance, the verificatiof the identity of the client and

the beneficial owner of the policy shall be perfedrafter the establishment of t
business relation. In this case, the verificatibthe identity should take place at
before the time of payment of the policy or at efdoe the time the beneficia
intends to exercise of the rights vested undeptiey.

(4) In the execution of activities of life insuranadhe insurance undertakings sh
be bound to identify and verify the identity of tkéent in the cases when tf
amount of the single or several instalments ofitlsarance premium to be paid in
period of one year exceeds 1.000 EUR in denar eowaiue or when the payme

f

counter-value.

The provisions from the Draft- Law shall specifetharagraph 1 of the article ]
from the AML/CFT Law, as follows:

(1) Entities shall be bound to establish the idgmi the client, the beneficial owng
or the principal before the establishment of bussneclationship or before t
performing of the transaction for clients with whahe entity has not establish
business relation.

(2) By way of derogation from the Paragraph (1)tleé present Article, th
verification of the identity of the entities can performed during the establishir
of business relationship if this is necessary ideornot to interrupt the norm
conduct of the business relation and when thelesier risk of money launderir]
and financing terrorism.

(3) By way of derogation from the Paragraphs (1) @) of this Article, in relation
to the activities of life insurance, the verifigatiof the identity of the client and

the beneficial owner of the policy shall be perfedrafter the establishment of t
business relation. In this case, the verificatibthe identity should take place at
before the time of payment of the policy or at efdoe the time the beneficia
intends to exercise of the rights vested undepdtiey.

(4) In the execution of activities of life insuranahe insurance undertakings sh
be bound to identify and verify the identity of tk#ent in the cases when tf

amount of the single or several instalments ofitsarance premium to be paid ir|

of the single insurance premium exceeds the amofir?.500 EUR in denar

l

D

a)

g
Al

g

all

ne
a

nt

11

by
e
d

a)

g
Al

g

all
ne
a

32



period of one year exceeds 1.000 EUR in denar eowatlue or when the paym
of the single insurance premium exceeds the amo@i?.500 EUR in den
counter-value.

]

Recommendation  of Financial institutions should be required to ap@PD requirements to existin

the — MONEYVAL | cystomers on the basis of materiality and risk tmdonduct due diligence on su

Report existing relationships at appropriate times. Furhere, there should be
requirement for financial institutions to performDO measures on existin
customers if they are customers having anonymocsuats, accounts in fictitiou
names or numbered accounts.

Measures taken t0 The Draft-Law shall envisage an obligation for #ities to perform verificatior

implement — the| of the clients with whom they have already estéaklisbusiness relation as follows

Recommendation  of e D . . e .

the Report Verification of the identity of the existing client

Article 56-c

The entities shall be bound to verify the identfyexisting clients on the basis

customer due diligence procedure and to updateateeon their identity within 21
months following the entering into force of thisvlLa

Besides the explicit obligation contained in theatbiaw, the Decision sha
envisage obligations for the banks regarding tlgonmy monitoring of the busineg
relation with the client and the transactions eafrout within the business relatiq
as well as the obligation for ongoing updatingtef tlata and the information on t
business relation with the client. The obligation jperiodical updating of the dal
and information (Item 16 of the Decision) shall bduthe banks to perforr
customer due diligence of all clients, including #xisting clients. Pursuant to t

laws and the bylaws, no bank can open and keepyarmrs accounts, including
numbered accounts or account on fictitious namés. National Bank, within it$
regular supervisory controls, confirmed the compul& of the banks with this
provision of the Article 26 of the AML Law.
(Other) changes since
the last evaluation
Recommendation 5 (Customer due diligence)
ll. Regarding DNFBP®
Recommendation of “The former Yugoslav Republic of Macedonia” shoullly implement
the MONEYVAL | Recommendations 5, 6, 8, 10 and 11 and make thessures applicable tp
Report DNFBP.
Measures taken t0 The AML Law and the Draft-Law do not divide the iées according to the activity
implement ~~the| they perform, i.e. do not divide the entities ifittancial institutions and DNFBR.
Recommendation  of . . L - .
the Report That is why all the entities have equal obligatiomsthe implementation of thg

refers to the financial institutions having cascaffect on the DNFBP.

provisions of the Law, i.e. the previous respormeshe recommendation 5 whi¢
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(Other) changes sinc

e

the last evaluation

Recommendation 10 (Record keeping)
I. Regarding financial institutions

Rating: Partially compliant

Recommendation o

f The record keeping requirements of the AML Lawsorde sectoral laws should

pe

g‘sport MONEYVAL | harmonised to avoid difficulties in implementation.
Measures taken t0 The obligation for record keeping for the purposk poevention of money

% .e. part of Recommendation 12.
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implement
Recommendation
the Report

the
o)

laundering and financing terrorism shall be regdan the Article 27 of the AML
F Law as follows:

Article 27
(1) The entities shall be bound to keep the infaiomeon the identity of clients an

transaction has been carried out, i.e. calculatmu the last transaction in cases
several transactions constituting one whole oeastl ten years from the date of {
end of the business relation.

(2) The entities shall be bound to keep the infdiona in the manner of the
submission to the Office, for at least ten yeapgfthe day of submission.

within the meaning of this Law, shall be kept foleast ten years from the date
the end of the business relation.
(4) The Customs Administration shall be bound tegkeall data on the import an

date of the carried out transfer.
(5) The register referred to in the Articles 20, 22 and 23 of this Law shd
compulsory be kept for at least ten years fronldkeregistered data.

the data within the time frame set out in the Paaaly (1) of this Article shall b
transferred to the legal successors of the entity.

founders.

this Article shall be amended by the Draft-Law ahdll word as follows:

Record keeping

Article 27

(1) The entities shall be bound to keep the copfebe documents confirming th
identity of the client or the beneficial owner, tife implemented customer
beneficial owner due diligence procedures and #reiexl out transactions or th
attempted transactions, of the client’s file and thusiness correspondence ir
period of ten years after the performing of thesetion, i.e. calculated from tf
last transaction in the case of several transasttomprising one whole transactio
(2) Pursuant to the Article 12-b, Paragraph 5,ehtities shall be obliged to kee
copies of the performed due diligence for at ldfisyears from the last transactiq
(3) The entities shall be bound to keep the infdimnaand the documents that th
have submitted to the Office for at least ten gdeym the day of submission.
(4) The information on the client who has enterd long-term business relatio
within the meaning of this Law, shall be kept foleast ten years from the date
the end of the business relation.
(5) The Customs Administration shall be bound tegkell data on the import an
the export of cash or securities across the cusliom$or at least ten years from t
date of the carried out transfer.
(6) The register referred to in the Articles 20, 22 and 23 of this Law shg
compulsory be kept for at least ten years fronldkeregistered data.
(7) In case of termination of the existence of ¢mity, the obligation for keepin
the data within the time frame set out in the Pamaly (1) of this Article shall b
transferred to the legal successors of the entity.
(8) If there are no legal successors of the legedqn, the obligation for keeping t

transactions provided on the basis of this Law, dorleast ten years after the

(3) The information on the client who has enterd iong-term business relation,

the export of cash or securities across the cusliom$or at least ten years from the

(6) In case of termination of the existence of ¢mity, the obligation for keeping

11

(7) If there are no legal successors of the legedqn, the obligation for keeping the
data referred to in the Paragraph (1) of this Aatishall be transferred to its

In order to achieve higher level of harmonizatiathwhe FATF recommendations

o

of
he

of

d

e
or
e
na
ne
n.

¢P

ne

[ (e]

ne
IS

data referred to in the Paragraph (1) of this Aatishall be transferred to i
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founders.
(9) On request of the Office or the supervisonhatities referred to in the Article

referred to in the Paragraph (1) of this Law.

determined in the AML Law, and having in considiematthe characteristics of th
bank, it specifies that the obligation for keepafgecords refers to the risk profil
the analysis and written reports, prepared in atzoare to the Law and the Decisi
and the reports submitted to the responsible petsamk’'s bodies, the Office, th
National Bank and other competent authorities.

The NBRM Decision is fully in line with the timeadme for keeping of the records

S

46 and 47 of this Law, the entities shall be botmthake available the documents

e
e,
on
e

Recommendation

of Financial institutions should be required to keefi aecessary records oh
the  MONEYVAL | transactions for longer than five years if requeiste do so in specific cases by a
Report competent authority upon proper authority.
Measures taken 0 Pursuant to the Article 27, Paragraphs 1, 2, 3%oé the AML Law, the entities
gjafggmrir‘etn . thﬁr (and the financial institutions as entities) in@dkes have the obligation to keep the
the Report data on the identity of the clients and on thedaations provided on the basis|of
the AML Law for a period of ten years.
The Draft-Law does not amend the time frame in Whiee entities shall be bound
to keep the data provided by the AML Law.
The AML Law shall envisage obligation for keepindg cecords (including
information on transactions) for a period of atsteten years, which exceeds the
standard established by the FATF Methodology amdBhropean Directive. This
provides for covering of the specific cases whenabmpetent authorities need data
and information.
Recommendation  of Financial institutions should be required to kedpritification data for longer than
the  MONEYVAL | five years where requested by a competent authirispecific cases on proper
Report authority.
Measures taken to Pursuant to the Article 27, Paragraphs 1, 2, 3%woflthe AML Law, the entities
gﬂgg%ﬁn dation thﬁr (and the financial institutions as entities) in@dkes have the obligation to keep fthe
the Report data on the identity of the clients and on thedaations provided on the basis|of
the Law for a period of ten years.
The Draft-Law does not amend the time frame in Whiee entities shall be bound
to keep the data provided by the AML Law.
The AML Law shall envisage obligation for keepind records (including
information on transactions) for a period of atsteten years, which exceeds the
standard established by the FATF Methodology amdBhropean Directive. This
provides for covering of the specific cases whenabmpetent authorities need data
and information.
Recommendation  of The authorities should introduce clear obligatidos financial institutions to keep
g‘:port MONEYVAL | records of the account files and business corredpnce.
Measures taken to The Draft-Law shall amend the provisions relate#geping records defined in the
implement ~~the| Article 27 and shall word as follows:
Recommendation  of Record keeping
the Report

Article 27
(1) The entities shall be bound to keep the copfedbe documents confirming th
identity of the client or the beneficial owner, tife implemented customer
beneficial owner due diligence procedures and Hreied out transactions or t
attempted transactions, of the client’s file and thusiness correspondence ir
period of ten years after the performing of thesetion, i.e. calculated from tf

last transaction in the case of several transasttomprising one whole transactio
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(2) Pursuant to the Article 12-b, Paragraph 5,ehtities shall be obliged to kee
copies of the performed due diligence for at lé@syears from the last transactiol
In this manner, the Paragraphs 1 and 2 shall sp&ltyf define the obligation

¢P

regarding the type of data that must be kept bydhtities for the purpose of
prevention of money laundering and financing tesrar
The NBRM Decision is fully in line with the timeame for keeping of the records
determined in the AML Law, and having in considenatthe characteristics of the
bank, it specifies that the obligation for keepafgecords refers to the risk profile,
the analysis and written reports, prepared in ataoare to the AML Law and the
Decision and the reports submitted to the resp@ngibrson, bank’s bodies, the
Office, the National Bank and other competent atitiies.
(Other) changes since
the last evaluation
Recommendation 10 (Record keeping)
ll. Regarding DNFBP*
Recommendation of “The former Yugoslav Republic of Macedonia” shoullly implement
the ~ MONEYVAL | Recommendations 5, 6, 8, 10 and 11 and make thessunes applicable tp
Report DNFBP.
Measures taken t0 The AML LAW and the Draft-Law do not divide the #i®s according to the
:;‘;Ft’:'grr:;rgn dation thﬁr activity they perform, i.e. do not divide the eiatit into financial institutions and
the Report DNFBP. That is why all the entities have equal gddiions in the implementation of
the provisions of the Law, i.e. the previous reggsnon the recommendation [10

which refers to the financial institutions havirgscade effect on the DNFBP.

(Other) changes sinc

e

the last evaluation

Recommendation 13 (Suspicious transaction reporting
I. Regarding financial institutions

Rating: Partially compliant

Recommendation  of .. . . .
the MONEYVAL The AML Law should explicitly provide an obligatido report attempteq
Report transactions.

Measures taken 0 The Articles 16, 17 and 29 of the AML law shabesify the obligations of th
implement ~ the| ghjects regarding the reporting to the Office @seas where there is suspici
Recommendation  of . . . . . .
the Report related to money laundering and financing terrorigithough there is no explic

legal obligation for the entities to submit repdits attempted transactions, the
are no legal provisions preventing the entitiesnfreeporting such transaction
Indicators list for recognising suspicious trangatt contain indicators referring
attempted transactions. If in the due diligenceao$pecific client, the entitig
identify that the indicators referring to attempteansactions have been fulfille
than they have the obligation to report to the €ffiThe non-submission of STR
the basis of fulfilled indicators for recognitiofi @uspicious transactions represe|
misdemeanour which is penalised in the AML Law lie fpart referring to pen:
provisions.
The Draft-Law shall amend the provisions referriogsubmitting of reports fo
suspicions regarding money laundering and finanténgprism, and the Article 24
Paragraph 1 shall word as follows:

Article 29

)

(1) The entities shall be bound to submit to thdig®fthe data collected, th

*i.e. part of Recommendation 12.
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information and the documents regarding the traiwe carried out, in th
following cases:
a) when there is suspicion or when there is reddermsis for suspicion that the

was or is money laundering or financing terrorismhere was or is an attempt for

money laundering and financing terrorism;

(b) in case of cash transaction in the amount @ABEUR in denar counter-vallie

or more, and
(c) in case of several connected cash transattitihe amount of 15.000 EUR
denar counter-value or more.

Recommendation  of Anart from banks no other financial institution suitted any STR. The total lack

the MONEYVAL , . . ) L .

Report an STR related to financing of terrorism raisesaams of effective implementatio
More outreach and guidance to financial institusois necessary to better explain
them their reporting obligations under the AML Law.

Measures taken 0 |n this period, the Office has taken some spedfitions in order to assist tf

gﬂgm;@n . thgr entities in the recognising of the suspicious ditiy connected to financin

the Report terrorism and reporting to the Office. To this eimdNovember 2008, the Offic

prepared indicators for prevention of financingdesm which have been attach
to the web page of the Office, hereby informing ¢éiméities in order to assist the
and facilitate the recognition of suspicious atiédd related to financing terrorism.

In January 2009, separate application by whichligie of terrorists and terroris

organisations (UN, EU and OFAC) have been impoitedgh special control list
in the database of the Office has been prepared, pnoviding direct electroni
query of the persons in these lists.
permanently updated.

Similarly, all banks are provided with updateddist xml form, so the query in th
banks in these lists is being performed electrdiyica

During 2008. there was a training for the banksingi the questions related to t
(domestic and foreign) legal regulations regargingvention of money launderin
and financing terrorism.

From 16-27 February 2009, the employees in the fdniPrevention of Financin

Terrorism visited the banks in the Republic of Midm@a conducting training for all

employees in the units for preventing money lauimdeand financing terrorism.
The subjects included in the training were theofelhg:

Indicating the characteristics of the terrorism athé fight against it in
democratic societies;
Indicators for recognising financing terrorism, aipreviously were prepare
by the unit and sent to all banks, as well as tlstrimportant participants i
the system for prevention of financing terrorism;

List of terrorist and terrorist organisations timatist be used by the financi
institutions, provided by the Office in xml form @énwhich should beg
incorporated in bank systems;

The necessity of submitting more quality reportsl aasponses following

request of the Office for Prevention of Money Laerndg and Financing

Terrorism, and in this context, of the reports ainel responses following th
request submitted by the banks to the unit for gméwen of financing terrorism,
The financial institutions from the Office receivegular useful information g
educational character referring to the financingorgsm which can be used f
internal trainings.
Similarly, in May 2009, the Office prepared Guidels for non-profit organisation
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dedicated to prevention of financing terrorism.
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The purpose of these Guidelines is to assist pilyrthie non-profit organisations 4
a sector subjected to financing terrorism and hbgm not to be used for t

purpose of financing terrorism. The Guidelines udg the following subjects:

Sources of funds and transfer of funds for finagciterrorism, trends an
discovered international cases of using non-profiganisations for financin
terrorism. These Guidelines are available for thtities and can be found on t
web page of the Office.

(Other) changes sinc
the last evaluation

Recommendation 13 (Suspicious transaction reporting
ll. Regarding DNFBP®

Recommendation
the MONEYVAL
Report

0

f“The former Yugoslav Republic of Macedonia” shoulidily implement
Recommendations 13-15 and 21 and make these meagyicable to DNFBP.

1
the
o)

Measures taken
implement
Recommendation

the Report

b The AML LAW and the Draft-Law do not divide the #@ms according to th¢
activity they perform, i.e. do not divide the eistst into financial institutions an
DNFBP. That is why all the entities have equal gdtiions in the implementation
the provisions of the Law, i.e. the previous reggsnon the recommendation
which refers to the financial institutions havirescade effect on the DNFBP.

f

Recommendation
the MONEYVAL
Report

0

f Some institutions are quite unconcerned about MLIB®S in their field and others

like lawyers, do not accept their obligations. Fhet outreach to these sectors
needed and more work needs to be done to improaecagss, and overcome a
unwillingness to apply AML/CFT requirements. Ongoimformation campaigns t
this end may be helpful.

1
the
o)

Measures taken
implement
Recommendation

the Report

b Pursuant to the Article 47 of the AMLaw, the authority competent for monitorir
rthe application of the measures and the activif@s prevention of money
laundering and financing terrorism by the lawyarghie Monitoring Commission.
The Bar Chamber of the Republic of Macedonia eisfaddl Monitoring
Commission conducting monitoring over the measwsed the activities fo
prevention of money laundering and financing tesrarby lawyers.

application of legal obligations have been reported
The Draft-Law shall strengthen the control overstliector. The Draft-Lay
envisages that besides the Commission of the BamBér, the Office shall also [
responsible for monitoring the work of lawyers.

Likewise, the Twining Projects included trainingscluding the lawyers an
notaries. Invited by the Notary Chamber, represmets from the Office regularl
participate in the trainings organised for the rietain the Republic of Macedonia
The implemented initiative and activities had pwsit result regarding th
increasing of the number of STR submitted by lawyerthe Office. In the first ha
of 2009, the Office has received total of 17 ST&# by lawyers.

o

The Commission has conducted four monitorings aadinfringements of the

S

e

Q2

ne

19

L

e

~

1)

=

Changes since the la

t

D

evaluation

®j.e. part of Recommendation 16.
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Sp

ecial Recommendation Il (Criminalisation of terraist financing)

Rating: Partially compliant

Recommendation
the
Report

0

MONEYVAL

f It is recommended to criminalize financing of teism (preferably as ar
autonomous, independent offence), covering alletsential criteria in SR.II an
the requirements of the Interpretative Note to ISRricluding all forms of terrorisi
acts provided for in the Convention, and all foraidinancing of the perpetratio
of such acts as well as that of individual terrtsis

Measures taken
implement
Recommendation

the Report

1
the
o)

D [t must be emphasized that financing terrorismudsreomous criminal offence hg
been incriminated in the Law Amending the CrimiGalde (Official Gazette of RN
No. 7 from 15. 01. 2008).

Incriminated actions include provision of collectiof sources in any way, direct
or indirectly, illegally or consciously, with thentention to be applied or wit
awareness that they will be used completely origdbrtfor the purposes o
committing criminal offence hijacking of aircraft ship (Article 302), jeopardizin
the safety of the air traffic (Article 303), jeopaing the constitutional order ar
safety by terrorists (Article 313), terroristic argzation (Article 394-a), terrorisy
(Article 394-b), crime against humanity (Article 3Q), international terrorisn
(Article 394-b), taking hostages (Article 421) amither act of homicide or seriol
bodily injury committed with the intention to creatsense of insecurity or fe
among citizens for which imprisonment of at leamtrfyears is predicted. Byt
provisions of the Draft Law Amending the Criminadd® which is in government
procedure, the incrimination of financing terrorishas been performed
accordance with the required criteria, whereupotioas of public call, by
expansion or committing in any other way availaoléhe public message with tf
intention to stimulate committing some of the agsioprovided in paragraph
Article 394-c when the call itself creates dangkcammitting such actions an
imprisonment of four to ten years is predicted.

The provisions of the Draft Law Amending the CrialdilCode provide more seve
imprisonment of at least eight years for the cortenitvho will create a group or
gang having for purpose to commit offence from geaph 1 of Article 394-(
(Article 394-c paragraph 4).

f

Recommendation
the
Report

0

MONEYVAL

f The incrimination of terrorist financing should ally provide for criminal
sanctionsn respect of both individuals and legal personsaaning:

« the collection of funds with the unlawful intentithrat they are to be used,
full or in part, to carry out a terrorist act, by &rrorist organisation or by af
individual terrorist,

« the provision of funds with the unlawful intentitiat they are to be used, in fi
or in part, to carry out a terrorist act, or by andividual terrorist,

Measures taken
implement
Recommendation

the Report

i (
the

of

b Following the recommendations for incrimination fofancing terrorism, Articlg
394-c shall provide criminal sanctions for individsias well as for legal entities.
The Draft CC, which is in Assembly procedure, shadjulate more severe crimin
sanctions especially for officers, responsible gassin a bank or other financi

measures and actions for prevention of financimgtism in accordance with la
and who will consciously omit to undertake the nueas provided by law, thu
enabling the commission of the offence from Arti84-b paragraph 1 for whig

paragraph 7). Simultaneously, regarding the prémenof financing terrorism

they will be sentenced to imprisonment of at lefmsir years (Article 394-¢

re
a

in
i
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al
al

institution or persons performing actions of pubtiterest, authorized to undertake

W
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especially by persons having special respons#slitio work on prevention (¢
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enabling individuals or organized groups to perfeemoristic acts, the punishme|
from Article 394-c paragraph 7 will also be used dfficer who will illegally give
data referring to the procedure of examinationuspgcious transactions or to t
application of other measures and actions for fiitan terrorism to a client g
uninvited person (Article 394-c paragraph 8).

Regarding the subjective part, id the offence fietmove mentioned paragraphs
and (8) has been committed as a result of neglegeadine or imprisonment {
three years is predicted for the committer (artB9d-c paragraph 9).

(=]

ne

7

Recommendation  of The coverage of “financial means” as provided fgor Art. 394a(2) CC should be
the MONEYVAL clarified
Report '
Measures taken to The term “sources” shall be no longer used, finagderrorism is independent
implement ~the| sfance and this recommendation has been met.
Recommendation  of
the Report
Recommendation  of Attempt and the other ancillary offences as requeedty criteria 11.1d and Il.1e
the  MONEYVAL | should clearly be covered.
Report
Measures taken t0 The general provisions of the Criminal Code pravidithat the committer will
implement ~ the| hagin to commit an offence, but it will not finighét, will be sentenced for an
Recommendation  of . . . .
the Re attempt for offence for which imprisonment of fivgears or more severe

port . . . . . .

punishment could be imposedTaking into consideration the fact the upon the

incrimination of financing terrorism this requiremewill be met, general provisior
referring to the attempt apply.

(Other) changes sinc

e

the last evaluation

Special Recommendation IV (Suspicious transactioreporting)

I. Regarding financial institutions

Rating: Partially compliant

Recommendation o

fThe overlapping reasons to report transactions wathsuspicion of terrorist

g‘:port ST financing could lead to confusion of the rrting entities. In order to impose clei
obligations to the reporting entities, the authi@ét may wish to simplify th
language of Art. 15 of the AML Law.

Measures taken 0 Article 17 of AML Law shall regulate the way accorg to which the subject

implement ~~the| shoy|d act when they have established that therebasis for suspicion that tf

Recommendation  of . . S

the Report transaction or the client are connected to tetiorétivity or that the money or th

property subject to transaction are intended fuaricing terrorism.

In accordance with the provision of this Articleetsubjects shall not be allowed
perform transaction for which there is a suspidionfinancing terrorism withou
informing the Office which initiates the mechanish application of temporar
measures.

The responsibility for delivering reports to thefied in the three determined cag
shall be introduced in Article 29 of AML Law.

(Other) changes sinc

[¢)

the last evaluation

Special Recommendation IV (Suspicious transactioreporting)

Il. Regarding DNFBP

;icomm&rgsg‘;r‘VALO“The former Yugoslav Republic of Macedonia” shoulidlly implement
Report Recommendations 13, 15, 21, and and make theseiregapplicable to DNFBP.
Measures taken to The AML Law and the Draft-Law do not make divisiofthe subjects according
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implement ~ the| the activity that they perform, i.e. they do notkealivision of financial institutions
Recommendation  of 3nd DNFBP. Of this account all subjects (finandistitutions and DNFBP) hav
the Report S . .. .

equal obligations to implement the provisions dé thaw.

[97]

(Other) changes since
the last evaluation

3.  Other Recommendations

In the last report the following FATF recommendatiavere rated as “partially compliant” (PC) or “non
compliant” (NC) (see also Appendix 1). Please, gpdor each one what measures, if any, have been
taken to improve the situation and implement thggsstions for improvements contained in the
assessment report.

Recommendation 6 (Politically exposed persons)

Rating: Non compliant

Recommendation  of The authorities should put in place measures bgpreafible means that require
g‘e : MONEYVAL | financial institutions:
S  to determine if the client or the potential clieat- according to the FATK
definition — a PEP;
» to obtain senior management approval for estahtigh business relation
with a PEP;
* to conduct higher CDD and on the source of the $uthebosited/invested or
transferred through the financial institutions thetPEP.

Measures taken to Subjects have an obligation to undertake speciabhsomes and actions for
implement ~the| preventing money laundering and financing of tdsrar towards the clients
Recommendation  of L
the Report polltlc_ally e>_<posed persons. _ _

In Article 2 item 12 of the AML Law it has been defd that:
"12. Politically exposed persons PEP” shall be ratentities to whom eminent
public function is or has been entrusted in theuRép of Macedonia or in foreign
country for at least one year (such as: presidehtsountries and governments,
ministers and deputy ministers, members of theidaent, judges of the Supreme
Court or of the Constitutional Court, ambassadomiitary officials of high rank,
officials of high rank in state-owned enterprisesl @thers) and members of thei
family (spouse, partner equal to the spouse, @nldmd their spouses or partners
and their parents) or persons for which there ata that are closely connected|to
them (business partners or founders). “
In accordance with Article 14 paragraph 5 of AMLw.dhe subjects toward
politically exposed persons have an obligation ndartake measures and actions
within the frames of intensive client analysis (@nted due diligence), i.e.:
JArticle 14
(5) When subjects are performing transactions ereatering into business relatipn
with politically exposed persons — PEP, they should
a) perform analysis in order to determine whether dlient is politically expose
person on the basis of the procedures prescribatidb@ffice in cooperation wit
the supervisory organs;
b) provide approval by the managing structures detablishment of business
relation;
c) to undertake appropriate measures in order terréne the source of the funds
included in the transaction or in the businesdimiaand

=
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d) perform constant intensive control of the bustnelation.”
The provisions referring to the definition of palilly exposed persons and
measures which should be undertaken within the dsawf the intensive clien
analysis shall be amended by the Draft Law and siedn:
“Article 2
11. “Politically exposed persons” shall be natwalfities, citizens of the Republjc
of Macedonia or citizens of other countries, to mheminent public function is ar
has been entrusted in the Republic of Macedonia ather country, (such as:
presidents of countries or governments, ambassadaiges of the Supreme Cour
or of the Constitutional Court military officiald chigh rank, officials of high ran
in state-owned enterprises and others) and menobéheir family (spouse, partner
equal to the spouse, children and their spousgsadners and their parents) lor
persons for which there are data that they areelannected to them (busings
partners or persons who have founded legal entity tloe behalf of the
abovementioned entity), at least 1 year after énmination of the public functio
performance or more on the basis of previously rdgéteed procedure for ris
assessment.” and
“Article 14
(4) When subjects are performing transactions ereatering into business relatipn
with politically exposed persons, they should:
a) on the basis of previously determined procedorreisk assessment, determipne
whether the client is politically exposed personvanether it is not possible should
provide his/her statement;
b) to provide an approval by the managing strastdior establishment of business
relation;
c) to undertake appropriate measures in orddetermine the source of the funds
included in the transaction or in the businesdimiaand
d) perform constant analysis of the business oaldti
Besides the provisions of AML Law which specify therformance of intensive
analysis of the entities representing politicakpesed persons PEP, item 18 of the
Decision of NBRM gives additional directions forettbanks for the way qf
undertaking additional measures determined by thaav:Lestablishment qf
appropriate system for on time identification oflifically exposed persons;
assessment of the risk delivered by politically esqrl persons to the bank; the
decision for establishment of business relatiom wie client should be made by the
by entity with special rights and responsibilitiessponsible for the functioning of
the appropriate organizational unit of the bankyfhich the responsible person for
prevention of money laundering in the bank shoddniormed as soon as possib
In the cases when the existing client or end usmommes politically exposed
person, the bank shall made a decision for extansidhe business relation with
3|
t

—

AN =D °

that client/end user, made by the appropriate pensih special rights an
responsibilities; determination of the source ot thlient's funds; constar
monitoring of the business cooperation of thessqres.

(Other) changes sinc

the last assessment

[¢)

Recommendation 7 (Correspondent banking)

Rating: Non compliant

Recommendation
the MONEYVAL
Report

0

f

“The former Yugoslav Republic of Macedonia” shouitdplement enforceabl
AML/CFT measures concerning establishment of chosder corresponden
banking relationships.

~— (D
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Measures taken
implement
Recommendation
the Report

1
the
o)

b In accordance with Article 14 paragraph 3 of AMLw.dhe subjects shall b
obliged to undertake measures and actions withénftames of intensive clien
analysis when the establish cross-border corregpndanking relationships
including:

“a) to collect enough data for the correspondemkkba order to completel
determine its activity and to determine its redatatind the supervision’s quality;
b) to demand information on based on them to ewalthe system of protectiq
against money laundering and financing of terroridrthe correspondent bank;

c) to provide approval by the managing board faetalgishment of ney
correspondent relation;

d) to prescribe precisely the mutual rights antilgabions and e) to determir
whether the correspondent bank determines theitgamid performs constant clie
analysis, as well as to provide conditions for ofite of the necessary data frg
the client analysis performed by the correspontank. “

The Draft Law intensifies the obligations which tfieancial institutions shoul
undertake upon the establishment of correspondaeiitg relations, including:
“(3) When the banks are establishing correspontdanking relations with bank
for which more simple analysis has not been alloimegiccordance with Article 1
of this Law, they shall be obliged to:

a) collect enough data for the correspondent bardcder to completely determir]
its activity and to determine its reputation ane slapervision’s quality;

b) to demand information and based on them evaltheesystem of protectio
against money laundering and financing terrorisrithefcorrespondent bank;

c) to provide approval by the managing board fotaldshment of new
correspondent relation;

d) to prescribe precisely the mutual rights angeesibilities and

e) to determine whether the correspondent banloiesfthe activities from Articlg
9 paragraph 1 item a), b) and c) of entities hadingct access to its correspond
accounts in the banks of the Republic of Maceddnia way determined by th
Law, as well as to determine whether the correspoanblank is ready to provide tk
data for identification and verification of theetiit, on their demand.”

The Decision of NBRM shall envisage intensive asialwf clients who may expog
the bank at higher risk of money laundering andrfting of terrorism, which als|
envisages cooperation with correspondent banksikBare obliged to undertal
additional measures upon the establishment anchgate of the business relatiq
with other bank (except for banks for which no n#ige analysis is necessary
accordance with AML Law. Measures shall refer ttaobing adequate informatio
on the basis of which an idea of the other banltsctioning will be obtained

f

would use the account of the correspondent bank apéank in the Republic d
Macedonia; on measures and actions for preventiomaney laundering an
financing terrorism and data on the way the sug@miis being implemented in th
country of the correspondent bank; on the systencooftrol and prevention d
money laundering and financing terrorism, as welttee way of audit, within th
correspondent bank; assessment of the adequalbg oftensive analysis performg
by the correspondent bank for the clients repr@sgreéxposure to higher risk (
prevention of money laundering and financing teésrar assessment whether t
correspondent bank works with shell banks and doeallowed working with shel
banks; the regulations which regulate the possiitir exchange of data necess

for implementation of measures and actions for gméen of money laundering arj

whereupon the following data shall be taken intasideration: on persons whic
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financing terrorism. Banks may obtain the data seag/ for performance of th
intensive analysis from the correspondent bank gtiprnaires, letters etc.) or |
use of public means of information (professionalsapers, internet etc.)

e
Dy

(Other) changes since

the last assessment

Recommendation 8 (New technologies and non facefimee business)

Rating: Partially compliant

Recommendation

the MONEYVAL

Report

0

f The current legislation addresses RecommendatimaBcertain extent but place
a wide discretion with the obliged entities; thigeds further regulation an
guidelines to make it effective. Financial insfiitas should be required to ha
policies in place to prevent the misuse of techgiold developments for AML/CH
purposes and to address specific risks associatédnon-face to face transaction

Measures taken
implement
Recommendation
the Report

1
the
o)

P The subjects shall be obliged to undertake measafréstensive analysis in th
; cases when the client is not physically presentHerpurposes of identification
accordance with Article 12 paragraph 2 of AML Lae.i

“Article 14
subjects should undertake one or more of the fatigwneasures:

information,

the same requirements for the undertaking measiaregrevention of money
laundering and financing terrorism, such as theirements provided by this Law

the republic of Macedonia."
These provisions shall be amended by the Draft dae/to their specifying in th
following manner:

"Article 14
(2) When the client is not physically present floe purposes of identification, th
subjects shall be obliged to undertake one or robtiee following measures:
a) to determine the client's identity by additiodatuments, data or information,

Macedonia, from Member-State of the European Unioftom a country where th

provided by this Law and

c) the first payment to be performed through thentls account in the bank in th
Republic of Macedonia.”

the misuse of the new technologies in the followiray:
“Article 12-c

laundering and financing terrorism in the new texdbgies or the technologies

(2) When the client is not physically present fbe tpurposes of identification
a) to determine the identity of the client by addial documents, data or
b) to verify the provided documents or to demama documents to be confirmed

by other financial institution from the Republic facedonia, from Member-State
of the European Union or from the country where riésgulations provide at least

c) the first payment should be performed through dhient's account in a bank jn

D

b) additional measures with which they verify tmeyided documents or to demand
the documents to be confirmed by other financiatifation from the Republic of

regulations provide at least the same requiremfemtaindertaking measures for
prevention of money laundering and financing tesrar as well as the requirements

For the purposes of compliance with this recommgoathe Draft Law shall alsp
contain provisions referring to the strengthenifghe attention of the subjects pf

(4) The subjects shall be obliged to pay speci@néibn to the threats of money

$S

S50 0 Hg o

e

D

e

[0

development and to undertake the measures in twdarsure that they will not b
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used for the purposes of money laundering or fimgn@rrorism."

As amendment to the provisions of AML Law, the Bam of NBRM provideg
obligation for banks to perform intensive analysisthe clients which are ng
physically present upon the conclusion or the dgreknt of the businesslation.
Clients which are not physically present shall besidered clients by which the
bank has concluded or is realizing the businesgioel by Internet, mail, telephone
or other similar means of communication. The aolditl measures shall be realized
through: Provision and verification of the additdmlocumentation, in accordange
with the Law; organizing meetings with the clientse of data from othegr
institutions having at disposal appropriate infotiova for the client, but alsp
appropriate systems for prevention of money laundeand financing of terrorism,
if it is allowed by the provisions in the countrgdaabroad; use of data available
through the public means of information (profesalorewspapers, internet etc.)

—

(Other) changes since
the last assessment

Recommendation 11 (Unusual transactions)

Rating: Non compliant

Recommendation  of The authorities should implement Recommendation 11.
the ~ MONEYVAL

Report

Measures taken toFor the purposes of compliance with the requiresiemtetermined ir
implement ~~the| racommendation 11 in the Draft Law shall be regulahe following obligations:
Recommendation  of “Article 12

the Report rucle 1--c

(1) The subjects shall be obliged to pay spectehtibn to the complex, unusually
large transactions or transactions which will befgrened in unusual way, ng
having obvious economical justification or appaieggl objective.
(5) The subjects shall be obliged to perform aralys the objective and the
purpose of the transactions from paragraphs (1)(2ndf this Article and to draft
written statement for the performed analysis.
Besides the amendments of the Law enabling apjgicatf the Recommendatign
11, the Decision of NBRM shall specify the obligats of the banks upon the
identification of unusual transactions. In aceorce with Chapter 11.2.1, the bank
shall be obliged to identify the unusual transangtio As unusual transactions shall
be considered all transactions which are unusilelge, have a character that does
not conform to the type of the activities beingfpened by the client, and the client
does not give acceptable explanation for the redsento which this transaction |is
performed (e.g. amounts which do not conform tortrgular way of the operatign
of the client, large circulation on the accounttw client which does not conform

e

e

—

to the size of its balance sheet etc.). The bdwal e obliged to determine th
objective and the purpose of the unusual transastifor which the responsib
person drafts written statement, to which the miovis for keeping data refer
(Article 27 of the Law and item 31 of the Decisiar)d which is available to the
supervisory organs.

(Other) changes since
the last assessment

Recommendation 12 (DNFBP — R. 5, 6, 8-11)

Rating: Non compliant

Recommendation  of “The former Yugoslav Republic of Macedonia” shoulldlly implement

tF?Sport MONEYVAL | pecommendations 5, 6, 8, 10 and 11 and make thessunes applicable t

O
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DNFBP.

e
)

nd

Measures taken to AML Law and the Draft Law do not make division difet subjects according th

gﬂgm;@n . thgr activity that they perform, i.e. they do not malkesion of financial institutions an

the Report DNFBP. Of this account all subjects (financial ingtons and DNFBP) have equ
obligations to implement the provisions of this Law

Recommendation  of |t s recommended to work with the different sexttar improve awareness, ai

g‘:port MONEYVAL | overcome any unwillingness to apply AML/CFT requieats. Informatior]
campaigns to this end are required.

Measures taken 10 The Office has undertaken large number of actiwiti#ected towards raising th

'lg‘p'emem el gupjects' awareness for the dangers of the riskafey laundering and financin

ecommendation  of .
the Report terrorism.

Within the frames of the twinning project trainingave been realized which ha|
included: notaries, lawyers, casinos, real esggacies.

The publication of the two books "Strategy for FRmavon of Money Launderin
and Financing Terrorism” and “The Office for Pretien of Money Laundering
and Financing Terrorism" largely contributes to thising of the awareness. Theg
publications shall be delivered to the subjectsl ey could be found on the w
page of the Office.
In accordance with the provisions of AML Law, thi€e in cooperation with thg
supervisory organs and the subjects has prepardidaiors for detection g
suspicious transactions and they are availableg@tibjects through the Office w
page.

In accordance with the provisions from Article Jragraph 2 of AML Law, the
Office shall participate in the vocational traininfthe responsible persons in t
subjects. On the invitation of the notary chamkach year representatives from
Office regularly participate in the training of thetaries of RM.

e
g

ve

se
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(Other) changes sinc
the last assessment

Recommendation 15 (Internal controls, compliance athaudit)

Rating: Partially compliant

Recommendation
the MONEYVAL
Report

0

f Financial institutions should be required to establinternal policies, procedure
and controls for CDD and detection of unusual angpicious transactions and th
reporting obligation (the easiest way by amending 83 of the AML Law). Th
provisions for providers of fast money transfemks&and savings houses requiri
a programme on money laundering prevention shoelcextended to cover alg
prevention of terrorist financing and be specified cover all requirements
Recommendation 15.

[72)

e

11

o

Measures taken
implement
Recommendation

the Report

i (
the
o)

b Article 40 paragraph 1 of AML Law shall oblige teabjects to have obligation
r draft programs for implementation of measures fevention of money launderin
and financing terrorism which will provide:
“(a) centralization of data on client’s identityight-holders, authorized persor
authorized representatives and authorizers, as wasll data on suspicioy
transactions;
(b) appointment of responsible person which will besponsible for the
implementation of the program and the provisionghif Law for which the Office
will be informed. If more than 50 persons are aetl in the subject, it shall 4
obliged to form special department which will begensible of the implementatig
of the program and of the provisions of this Lawhivi the frames of its functionin

for which the Office shall be informed in writtenAt least 3 persons should |

46




proportionally increase for one person of every 2@ployees. The departmen
functioning should be managed by a responsibleopers

of prevention of money laundering and financingaesm;

and
(e) cooperation with the Office.”
According to AML Law the subjects shall be obligedprepare programs and
update them and to deliver them to the Office asstleonce a year (otherwi
misdemeanour for their non-delivering shall be [ed by Article 49 paragraph
indent 21). The Draft Law shall amend Article 40@ows:
“Article 40
(1) The subjects shall be obliged to draft prograo#aining and providing:
- procedures for acceptance of clients;
- procedure for analysis of clients;
- procedures for risk analysis and indicatorgifglk analysis;
- procedures for risk assessment of politicallgased person;

laundering and financing terrorism;
- procedures for keeping of data and documentda@mdklivering of reports to th
Office;

money laundering and financing terrorism which |uleg realization of at least
trainings during the year;

- appointment of an authorized person;

- manner of cooperation with the Office and

of measures and actions.”

employed in the department, and the number of gyaploin the department shoy

(c) plan for constant training of responsible passand other employees in the a

(d) instruments for internal control of the implamtetion of measures and actio

-procedures for detection of unusual transactiamsl suspicion of money

- plan for constant training of subject’'s employéeshe field of prevention of

- procedure and plan for performing internal cortired audit of the implementatig

Id
I's

rea

to
3]
1

Recommendation

y

of The AML/CFT compliance officer and other appromiataff should have time
the MONEYVAL | 5ccess to customer identification data and otherDCDformation, transactior
Report records, and other relevant information.
Measures taken t0 Article 40-1 of the Draft Law shall determine theoyisions regulating the
gﬂgm;@ndaﬁon thgr organisation of the department for prevention ofneolaundering and financin
the Report terrorism and the authorizations of the authorizeon in the following manner:

“(5) Due to effective functioning of the authorizedrson, i.e. of the departme

from other business activities of the subject, Whitave not been related to t
activities of prevention of money laundering anthficing terrorism and control

the compliance of the working with the regulatiopigcise definition of the relatio
with other organisational units in the subjecthtitp direct access to electronic d
bases and on time access to all

direct communication line with the managing orgahthe subject.”

person in the banks to all necessary informatiall sthso be provided by: Articl
99 of the Law on Banks according to which bank eiygés shall be obliged

the subject shall be obliged to provide realizatiain least of the following
conditions: separation of the activities of thehauized person i.e. the departmeg

information negesfar unobstructed
implementation of the program and the provisionsttié Law; introduction of

Besides the provisions of the Draft Law, the onetiaccess of the responsib

(Q\IJ
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a)

(0]

provide an access to the documentation havingsabdal to the person responsiple
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for performing this function (compliance functicemd to give him/her all necessg
information; Item 34 of the Decisions accordingwhbich the responsible persq
should have right to on time access to all inforomahecessary for implementatiq
of his/her tasks and responsibilities; In accordawith the Decision on the Bag
Rules and Principles of the Corporative Managenmert Bank (chapter IV, iten
17), the supervisory organs and organs for managieofiie bank should be oblige
to provide access to all necessary informatiorhéoperson/service which perforr
the function - control of the compliance of the k&mctioning with the regulation
(compliance function).

ry
N
N
ic

—

Recommendation  of Financial institutions should be required to put place screening procedures
g‘:port MONEYVAL | ensure high standards when hiring employees.

Measures taken to For effective realization of this recommendationtidde 40-a, paragraph 3 of th
g@gm;@n dation thgr Draft Law shall provide:

the Report “3) Employees from paragraph (2) of this Articleoald meet high profession

standards regulated by the Minister for Finance.”

In accordance with item 42 of the Decision of NBRMnks shall also be obliged
introduce and to apply procedures for employmeme persons thus providin
acceptance of persons with adequate ethical norms.

In accordance with the legal provisions coming frtm Law on Securities, th
directors and brokers employed in brokerage firas,well as the investme
advisors and executive directors employed in corngsafior management (
investment funds should possess appropriate warkifgeissued by the Securiti¢
and Exchange Commission. In accordance with ArtitGl of the Law or
Securities, the candidate applying for a licensedioector of the brokerage firr
should deliver among other things: certificate ajhheducation in the field g
economy, finance or business law, as well as to avark permit of the|
Commission. In accordance to Article 112 of the Lamv Securities, in order t
obtain permit for work of securities each brokersirtuave a diploma of at least fo
year secondary education, as well as to have pgeséessional examination fq
working with securities. These provisions shallerefo the investment adviso
employed in the investment funds or in the brokerégna.

In accordance with the Article 18 of the Law ondstment Funds, the members

Companies for Management of Investment Funds maat high education thus
least two members of the managing board i.e. ekecatembers of the board

performance of activities in the field of finances business law, as well
management with sources, and must have good raputatAdditionally, two
members of the managing board i.e. two executivenipees of the board ¢

the managing board i.e. executive members of thar®mf Directors of the

directors must have at least three years workingegence obtained upon tie

directors of the company for management of investrfiends must have constant
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labour relation with company and they should regméshe company in relation
with third entities. Member of managing board egecutive member of the bo

financial services has been imposed while the hamg did not respect th

S
rd

of directors of the company for management coultl b person: convicted to
imprisonment for criminal offences in the fieldlminking, finance, labour relations,
property, bribe and corruption; to whom misdemearsanction ban on realising
profession, activity or duty in the field of lawatking, accounting, insurance,
management of sources and investment, managemeamnsion funds or other

provisions of this Law and the regulations adogiadhe basis of this Law and/or
did not implement or does not implement them andfted or acts contrary to the
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measures imposed by the Commission, thus the $sgcofiinvestors in the
investment funds was or is jeopardised; who is nenad managing organ or |s
employed in other company for management; who imbes of managing organ or
is employed in the organizational unit of the bamécforming the activities of
depositary bank; who is official in charge of thate administrative body or body
of the state administration; who is connected &ghrsons from items d) and e)|of
this paragraph and who does not have good reputttics endangering the secure
and constant functioning of the company for managem Within the frames of
trainings organized by the Securities and Exchabgemission: for the purposes
of working with securities (brokerage exam) i.er fiovestment advising special
modules have also been included covering the #gajations and competencies of
the authorised participants in the capital market @oming from the AML Law. Irj
the insurance sector, insurance companies draéirninects and policies of
employment of personsThe conditions and criteria for employment and |the
description of the workplace have been describébase acts.

(Other) changes since
the last assessment

Recommendation 16 (DNFBS — R.13-15 & 21)

Rating: Non compliant

Recommendation  of “The former Yugoslav Republic of Macedonia” shoulldlly implement

g‘eeport MONEYVAL | pecommendations 13, 15, 21, and make these meagpiesable to DNFBP.

Measures taken t0 AML Law and the Draft Law do not make division tietsubjects according to the
g@gm;@n dation thgr activity that they perform, i.e. they do not malkesion of financial institutions and
the Report DNFBP. Of this account all subjects (financial ingtons and DNFBP) have equal

obligations to implement the provisions of this Law

Recommendation  of Some institutions are quite unconcerned about MLrEKS in their field and others,
tF?Sport Ll like lawyers, do not accept their obligations. Fhat outreach to these sectors|is

needed and more work needs to be done to improgecaess, and overcome any
unwillingness to apply AML/CFT requirements. Ongaimformation campaigns tp
this end may be helpful.

Measures taken t0 The Office has directed some of its activities tomigaraising of lawyers' and
implement ~the| notaries’ awareness for the threats of money latimglend financing of terrorism.
Recommendation  of Representatives from the Office participated inntreys organized by the Notary
the Report i
Chamber and Bar Association.
Within the frames of the twinning project thredniags for each of the lawyers and
notaries have been realised for application of omegsfor prevention of money
laundering and financing of terrorism.
The book Strategy for Prevention of Money Laundgrmd Financing Terrorism
was delivered to these subjects. For the purpoise®mre simple implementation of
measures for identification and detection of suepi transactions, the Office has
prepared and delivered to the Chambers a list dfcatiors for detection df
suspicious transactions.
The Commission has conducted 4 controls of lawyers.
The number of STR delivered to the Office has iasegl (by the beginning of 2009
17 STR have been delivered).

(Other) changes since
the last assessment
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Recommendation 17 (Sanctions)

Rating: Non compliant

Recommendation  of The sanctioning system of the AML Law is ineffecivd should be amended.

the MONEYVAL

Report

Measures taken to0 Articles 49, 50, 51 and 52 of AML Law shall rege@lahe misdemeanour sanctio
implement ~— the| for yiolation of the provisions of AML Law. Thegeovisions shall provide that
Recommendation  of fi b i . dut be i dfolati fth ..

the Report ine or ban on performing a duty may be impose ion of the provisions.

In accordance with AML Law the following activitigsave been realized: in th
period of 30.10.2008 (since the adoption of theeBobk on Procedure fg

Inspection Supervision (Official Gazette of RM 1@3) to 1 july 2009, the Office

has realized inspection supervision of the follayvsubjects: Banks — 2, exchan
offices — 22, savings banks — 1, insurance companig, casinos — 2. Within th
frames of the above mentioned supervisions 22 emtitave been imposed,
settlements in total amount of 5. 050. 030 MKD hdween performed,

applications for initiating misdemeanour procedhexve been submitted, and the

other supervisions are ongoing.
In accordance with the amendments of the Law onir8ess in 2008, the Securitig
and Exchange Commission is misdemeanour organ aitkdinwits frames

misdemeanour commission functions, which may imdosss in amount up to 5.

000 euros in denar counter-value in accordance with Law. A mediation
commission has also been formed with the amendnuérttse Law on Securitieg
SEC has not imposed measure for violation of adicf AML Law.
In the first half of 2009, the Ministry of Finance Department for Insurang

Supervision has performed complete field supermisio two companies. Upon the

control performance the supervisors gave recomntiemgafor improvement o
already implemented systems for ML/ FT preventiofhe supervisors have n

e

f
ot

established yet suspicious actions and activit@stime insurance companies have

such information. In accordance with Article 206 tbe Law on Insuranc
Supervision (Official Gazette of RM No. 27/2002, /3¥02, 98/2002
33/2004,79/2007 and 88/08), auditor or other giealiperson (this may be pers
from Office) may be authorized to perform certagrtp of the supervision. |

a)

on
n

accordance with Articles 207, 208, 209 these aigbdrpersons have the same

authorizations as supervisors from the MinistryFofance (Agency for Insurang
Supervision) for the part for which they are auied to perform supervision. Th
Minister for Finance (the Agency) will bring an erd for elimination of
improprieties if upon the performance of the sujstow it will be established tha
the insurance company does not respect the pragisir management with rig

and the other provisions of the Law on Insurancee8Busion or other laws

regulating the functioning of subjects on the iaswwe market (eg. AML Law, Lay
on Obligations, Company Law). It has been plamgdn the amendments of t
Law on Insurance Supervision provisions to be addéetring to the measures f
ML/ FT prevention i.e. to state that the insuramoenpany is obliged to act i
accordance with the regulations for ML/ FT preventand due to not acting

accordance with these regulations a Decision onosmpof Measures may |
adopted.
The Agency for Supervision of Fully Funded Pendimsurance (MAPAS) has ng
imposed measure for violation of articles of AMLvLdecause the first approv
for management of voluntary pension fund was gigethe end of May 2009, arj
the first payments are expected in July 2009.

In June 2009 Public Revenue Office performed sugerv of the application of
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measures and actions determined by AML Law andbksted that there i
misdemeanour in three casinos in accordance wititcl&rd9, paragraph 1, inde
21, i.e. they do not have prepared programs faeption against money launderil
and financing terrorism. A procedure for settlembas been proposed for t
established misdemeanour in accordance with Arfi8lef this AML Law.

In 2007, NBRM conducted control of measures anastfor prevention of mone
laundering and financing terrorism in 5 banks, 8irggs banks, 332 exchang
offices and 13 providers of services of swift montegnsfer, in 2008 it haj
conducted 21 control in banks (19 complete and rZigbacontrols), 14 saving
banks, 223 exchange offices and 16 providers oficges of swift money transfe
and in the period 01.01.2009-30.06.2009 it condlcttrol in 9 banks, 63 saving
banks and 1 provider of services of swift moneydfar. On the basis of th
established situation of the conducted contrdlmftosed 1 correctional measure

misdemeanour procedure against banks in 2007tl&reent procedure in 2008 af
4 settlement procedures in 2009. NBRM initiatedettlement procedure agair]
savings banks in 2008. NBRM initiated 8 misdemeanptocedure againg
exchange offices in 2007, 4 settlement procedurk iaitiated 1 misdemeanoy
procedure in 2008.

The Draft Law intensifies the penal policy for \atibn of the provisions of AML
Law. The amount of fines is increasing and theydivaded in three categories

fines for legal entities depending on the sevarftthe offence and the damage t
may be caused: fine in amount of 80.000-100.00@% e in amount of 30.00(
50.000 Euros and 4.000-20.000 Euros and for theoresble person in the leg
entity fine of 5.000-10.000 Euros, 2.000-5.000 dsuand 1.200-2.000 in den
counter-value. Besides fines, it has been provadbdn on duty performance to

imposed to offender who is legal or natural entifhe amount of fines has been
compliance with the Law on Misdemeanours.

a bank in 2007 and 6 correctional measures fom& a2008. NBRM initiated 1
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Recommendation
the MONEYVAL
Report

0

f The pecuniary sanctions of the AML Law for legdites should be dissuasive a
proportionate.

taken
th

Measures
implement
Recommendation
the Report

t
e
(0)

b Articles 49, 50, 51 and 52 of AML Law shall regelahe misdemeanour sanctig

rfor violation of the provisions of AML Law. Theseqvisions shall provide that
fine or ban on performing a duty may be imposedsifolation of the provisions.
The Draft Law intensifies the penal policy for \atbn of the provisions of AML
Law. The amount of fines is increasing and theydivaded in three categories
fines for legal entities depending on the sevarftthe offence and the damage t
may be caused: fine in amount of 80.000-100.00@% fme in amount of 30.00(
50.000 Euros and 4.000-20.000 Euros and for theoresble person in the leg
entity fine of 5.000-10.000 Euros, 2.000-5.000 Buemd 1.200-2.000 in den
counter-value.
Besides fines, it has been provided that a banubnmkrformance may be impos
to offender who is legal or natural entity. The amp of fines has been i
compliance with the Law on Misdemeanours.

hat

ar

ed

Recommendation
the MONEYVAL
Report

0

f The AML Law does not allow to withdraw or to suspanfinancial institution’s
licence for not observing requirements of the AMlwLFrom the sectoral laws, th
Banking Law, the Law on Securities and the (amendad on Fast Money transfe
allow to revoke a licence in case of infringemertated to AML obligations bu
not when it comes to obligations related to CFTe Tther sectoral laws do n
provide for withdrawing or suspending a financialsfitution’s licence for no

observing AML/CFT obligations. The authorities slountroduce legislation
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allowing the respective supervisors to withdrawsaspend a licence of any type
financial institution in the case of not observiilyIL/CFT requirements.

Measures taken
implement
Recommendation

the Report

1
the

of

b A possibility for withdrawing of the permit for edilishment and working in case
violation of the legal provisions for prevention mbney laundering and financir]

Law on Banks (for establishment and working of lsaakd savings banks), Artic
33-a of the Law on Swift Money Transfer (for esisifainent and working of th
providers of services of swift money transfer),iélg 36-a of the Law on Foreig
Exchange Operation (for establishment and workihgx@hange offices). It i
planned Draft Law on Games of Chance to envisageigons regulating thi
issues. It has been planned upon the establishafghie Agency for Insuranc
Supervision appropriate amendments of the Law @urbmce Supervision to |
initiated whereupon amendments regarding the dimigs of AML Law will be

persons for not meeting the obligations for preienbf money laundering an
financing terrorism.

Recommendation
the
Report

0

MONEYVAL

 The AML Law is silent how the sanctions as provitdedy the AML Law should b
imposed, particularly by which body, following whiiles of procedure. It shoul
be made clear, preferably in the AML Law itselfichhbodies are competent f
initialising and imposing administrative sanctioméich are provided for in th
AML Law.

Measures taken
implement
Recommendation

the Report

1
the
o)

measures and actions in the area of preventionoofesnlaundering and financin
terrorism have been stated.

According to AML Law, besides the Office, supersisi of the subjects i
performed by:

- National Bank of the Republic of Macedonia in k&nsavings banks, exchan
offices and providers of cervices of swift moneanisfer;

- Agency for Insurance Supervision in insurance ganies, insurance brokera
companies, companies for representation in insetariosurance broker
representatives in the insurance and National #msgr Bureau;

- Securities and Exchange Commission in the stgchange, brokerage compan
and investment funds;

f

management of investment funds and
— Public Revenue Office in other financial insfibats, trading companie
organising lotteries and other legal and naturdties, holders of these measui
and actions.

In cooperation with the above mentioned organs nolependently, the Offic

AML Law in the subjects in the basis of the "Rulekoon the Procedure fq
Inspection Supervision" (Official gazette of RM N©37/08) regulated by th
Minister of Finance.
Besides legal provisions, the authorized bodiespfnforming supervision hay
prepared procedures for performance of inspectiopervision in mutua
cooperation. By the help of procedures for perfimoe of supervision, th
performance of supervision is being unified andrdowated. These procedur
should be component of memorandums of cooperaigmed by the institutions o
bilateral level.

Regarding the international coordination, theseansghave already approached

implementation of mutual controls and mutual infation on each performe
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of terrorism has been provided in the followingteesl laws: Article 154 of the
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provided, as well as provision of penal provisidomisthe subjects and responsible
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1%

b In Article 46 of AML Law the organs performing supision of the application of

- Agency for Supervision of Fully Funded Pensioaurance in the companies for

1]

performs supervision of the application of measwaed actions determined by
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control and on the results. Regarding the misdem&a of this Law, the organs
and the institutions from Article 46 and commissfoom Article 47 of this Law
shall be obliged to offer settlement procedurento dffender before the submissipn
of an application for misdemeanour procedure. ddrapetent court shall decide pn
misdemeanours regulated by this Law in a procedhgelated by law.

(Other) changes since

the last assessment

Recommendation 18 (Shell banks)

Rating: Partially compliant

Recommendation  of Financial institutions should be prohibited from tering into or continuing

g‘:port SN correspondent banking relationship with shell banks

meTSUfest taken th“ Pursuant to the AML Law, i.e. the

Reismr?ﬂendation gf “Article 25

the Report (1) The financial institutions shall be prohibitedenter into or continue a business
relation with shell banks or to start or continuecarespondent business relation
with a bank known to allow opening and working wstiell banks accounts,
(2)The performance of financial activities by sheknks in any manner |s
prohibited in the Republic of Macedonia.”
The term “shell banks" shall be defined in theidet 2, Item 14 of the AML Law
ie..
“14."Shell bank” shall mean a financial institutiowhich has no business
premises, employees or management bodies in the wsthere it has been
registered, and which is not a member of a findngiaup or an organisation
established pursuant to the legal regulations.”
The Article 25 of the AML Law shall prohibit estéiling and continuing of
business relation with shell banks and establistdind continuing of business
relation with banks allowing opening and workinghwaccounts in shell banks.

Recommendation  of There should be an obligation placed on finanamstitutions to satisfy themselves

ge MONEYVAL | that a respondent financial institution in a foreigountry is not permitting its

eport

accounts to be used by shell banks.

Measures taken 10 Pyrsuant to the Article 25 of the AML Law, the fidal institutions shall be

'lg‘p'emem el hrohibited to enter into or continue a businesati@h with shell banks or to start

ecommendation  of . . . .

the Report or continue a correspondent business relation avitnk known to allow opening
and working with shell banks accounts.
Besides the interdictions listed in the Law, theRMB Decision request from the
banks to determine whether the correspondent baméeks or prohibits
cooperation with shell banks, thus additionally luehcing the banks and
preventing them from indirect incorporation in tb@operation with shell banks.
The banks can obtain the necessary information ftioen correspondent bank
(questionnaires, letters etc.), as well as trouginguof public informing means
(professional newspapers, internet etc.).

(Other) changes since

the last assessment
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R

ecommendation 21 (Special attention for higher-ris countries)

Rating: Non compliant

Recommendation  of The guthorities should implement Recommendation 21.

the MONEYVAL

Report

Measures taken 10 For the purpose of harmonizing with the requirersesdt in the recommendation
implement ~the| 51 the Draft-Law envisages the following obligatio

Recommendation  of -

the Report “Article 12-c

(2) The entities shall be obliged to pay attenttonthe business relations a
transactions with natural and legal persons froomtiies that do not implement
inadequately implement the measures for preventibimoney laundering an
financing terrorism, at least at the extend anah@mner stipulated in this Law.

(3) The Minister of Finance shall determine thé déisthe countries referred to
the Paragraph (2) of this Article.

Article and to prepare written report on the catieit analysis.”

Besides the provisions of the Law, the NBRM Decisghall consider that th
clients originating from countries not implementioginadequately implement t
FATF recommendations as clients posing higher dskmoney laundering an
financing terrorism, due to which should be subf#anhanced analysis carried ¢
by the banks from the Republic of Macedonia. Thekbahall be bound t
determine the purpose and the intended nature eofbtisiness relation and i
responsible person shall be bound to prepare writiport. The provision
regarding the keeping of records from the Articfed? the Law and the ltem 31

the Decision refer to this report. The employeethebank who work directly wit
clients originating from these countries shall beurdd to inform the perso
responsible for prevention of money laundering acheindividual transaction wit
these clients. From the aspect of the countermesgaken towards the countri
that do not apply or inadequately apply the FATEoremendations, one shou
have in consideration the provisions of the Arscl8 and 59 of the Law on Ban
according to which the Governor refuses the redieesbking up and pursuit of th
business of bank or for acquiring shares in a béitke data and information poif
to the fact that the person having intention t@tap a bank and to acquire sharg
a bank or the persons related to him/her reprebait risk endangering th
stability, the safety and the reputation of thelhas well as there is founded reag
to doubt the legality of the origin of the mondye treputation and the real ident
of the person and the persons related. The assessggarding the meeting of the
criteria shall be defined in the Decision on Isgunf Licenses to Bank and th
Decision on Issuing Approvals. The taking of theidien on issuing a license f
taking up and pursuing the business of a bankthieeapproval for acquiring shar
in a banks shall include analysis of the regulaiand the practices in the coun
where the person having the intention to take lyarzk, i.e. to acquire shares irj
bank originates from, as well as the level of harisation of the those regulatio
with the international standards for preventiomuainey laundering and financirj
terrorism. In a case when the analysis shall poirdn existence of high risk, th
Governor shall refuse the request, i.e. the reqdeitense/approval shall not

(5) The entities shall be bound to carry out anlysia of the purpose and the
intended nature of the transactions referred tthénParagraphs (1) and (2) of th
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issued. This analysis shall be carried out in tiees of establishing branch office

or
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subsidiary of a foreign bank in the country.

(Other) changes sinc
the last assessment

e

Recommendation 22 (Foreign branches and subsidiagg

Rating: Non compl

iant

Recommendation o
the MONEYVAL
Report

[ Financial institutions should be required to enstimat the AML/CFT requiremen
applicable to financial institutions are also apgdi to branches and majority own
subsidiaries located abroad, especially in courgtrighich do not or insufficientl
apply the FATF Recommendations, to the extent |t applicable laws ang
regulations permit. When local applicable laws arefulations prohibit this
implementation, competent authorities in the counfrthe parent institution shou
be informed by the financial institutions that thepnnot apply the FAT
Recommendations.

1
the
o)

Measures taken
implement
Recommendation

the Report

b Although in the Republic of Macedonia the finandietitutions do not have brang
offices or subsidiaries abroad, for the purposbarfmonizing the requirements 9
in the recommendation 22, the Draft-Law shall priéscthe following obligations:
“Article 26-a

(1) The financial institutions having branch oficerepresentative offices ai
subsidiary undertakings abroad should apply thesorea for prevention of mone
laundering and financing terrorism in branch officeepresentative offices af
subsidiary undertakings.

(2) In case when the laws of the country of registeseat of the branch office, t
representative office and the subsidiary undertakio not allow for application g
the measures referred to in the Paragraph 1 oAttide, pursuant to the Article 4
of this Law, the financial institutions should imdigtely inform the competer
supervisory authority. “

f

(Other) changes sinc
the last assessment

Recommendation 23 (Regulation, supervision and mawoiring)

Rating: Partially compliant

Recommendation  of All supervisory bodies should include AML/CFT iss@s an integrated part g

g‘s ot MONEYVAL | their supervisory activities (currently only the MBand to an unclear extent th
P SEC do so).

Measures taken t0 The Articles 46 and 47 of the AML Law shall regelahe monitoring over th

implement ~the| appications of the measures for prevention of ryoleeindering and financin

Recommendation  of . . . o o

the Report terrorism by indebted entities. The authorities petant for monitoring are th

following: The Office, NBRM, SEC, PRO, MAPAS andetiMinistry of Finance
Insurance Supervision Unit.
In the area of capital market, the SEC acts acagrth the principles vested und
the AML Law in the frame of the regular controlsréed out by authorized perso
from the Department for Capital Market's Supervisad the authorized participan
in the capital market. During these regular costréhe authorized persons sh
verify the application of the Programme for prevemtof money laundering of th

regarding the fully implementation of the Programiferther, it control the recorg
of the transactions exceeding 15.000 EUR, the Casion likewise control th
transactions, as well as the manner of identificatf legal and natural persons g
submitting data to the Office.

authorised participant, as well as the measuresntély the authorised participant
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The Agency for Supervision of Fully Funded Pensiosurance (MAPAS)shall
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take in consideration the regulations vested urder AML Law and upon thg
carrying out of the controls of voluntary pensiomds shall control the applicatig
of the Programme for prevention of money laundednd financing terrorism an
the other measures taken by the companies managiogtary pension fund
related to prevention of money laundering and fairagp terrorism. Upon the reguls
supervision, the Ministry of Finance- the Insurai@gervision Unit (pursuant {

Insurance Supervision prepared on the basis of.dhé shall carry out a contrg
over the application of the measures and the #evior money laundering arn
financing terrorism according to the Article 46r&gaph 1 of the AML Law. Th
Insurance Supervision Unit prescribed manner andcguiure for adequat
implementation and application of the ML/ FT Preti@m Programmes and issu
an Insurance ML/ FT Prevention Rulebook that shdaddapplied by the entitig
during their work.

Monitoring procedures shall unify and coordinate thonitoring. These procedur|
should be integral part of the MoUs signed on eéifdt level between th
institutions. In the direction of mutual coordimatj these authorities ha

carried out and its results.

Recommendation
the
Report

MONEYVAL

0

authority should be designated; preferably the “Agge for Supervision of Full
Funded Pension Insurance” (MAPAS) should be desaghwiith this task.

Measures taken
implement
Recommendation

the Report

1
the
o)

b Pursuant to the Article 46, Paragraph (1), Indeot the AML Law, the monitoring
; over the application of the measures and the &esvifor prevention of mone
laundering and financing terrorism by the underigki managing pension fun
shall be carried out by the Agency for SupervisanFully Funded Pensio
Insurance (MAPAS).

(MAPAS) issued the first licence for managing vaamy pension fund. Having i
mind this, the first controls in the area of th@lagation of the measures accordi
to the AML Law shall be carried out in 2010.

Recommendation
the
Report

MONEYVAL

0

f The Law on Foreign Exchange Operations should benaied and provide fg
powers of inspectors from the NBM when performingesvision of foreign
exchange offices, like access to documentatiomgalopies etc.

Measures taken
implement
Recommendation

the Report

1
the
o)

b According to the internal Rulebook for work of thénit for Controlling the
Harmonisation of the Regulations of the Non-Bankingtitutions in the NBRM
the inspectors shall have open access to the cwmmplecumentation of th
controlled entity. When necessary, and most ofteenixcertain irregularities shg
be identified in the working of the controlled éwtithe inspectors shall keep cop
of controlled cases. In the recent practices, tBRM inspectors with no obatles
have been carrying out their legal obligations remy the monitoring over th
functioning of the separate entities under the atency of the NBRM.

f

T o S®

the Law on Insurance Supervision and the Ruleboothe Manner of Carrying ou

nwao o=

Besides the legal provisions, the authorized manigo authorities in mutual
cooperation have prepared procedures for carrymyirspectional monitoring.

implemented joint controls and mutual reporting esch control that has been

f For the operations of pension companies and penfsinds a specific supervisor

In May 2009, the Agency for Supervision of Fully féied Pension Insurang
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Recommendation
the
Report

MONEYVAL

0

f There should be provisions assigning special powetke State Foreign Exchan
Inspectorate linked with its supervisory resporiibs.

je

Measures taken
implement
Recommendation

the Report

i (
the

of

b The Articles 46 and 47 of the AML Law shall regelathe application of th
measures for prevention of money laundering ananfiing terrorism by indebte
entities. The authorities competent for monitorarg the following: The Office
NBRM, SEC, PRO, MAPAS and the Ministry of Finandesurance Supervisio

o D

=)

56



Division.

The State Foreign Exchange Inspectorate does mettha authorization to monitq
the application of the measures for prevention ohay laundering and financir
terrorism.

Nevertheless, pursuant to the Article 30 of the AMaw, the State Foreig
Exchange Inspectorate as a body of the nationatefhall be bound to report
the Office in cases of suspicion of money laundgend financing terrorism.

r
g

n
to

Recommendation  of The legislation to prevent criminals or their asstes from holding or being the

the — MONEYVAL | heneficial owner of a significant or controllingtérest or holding a management

Report function in a bank, savings house, brokerage hdasearance companies, money |or
value transfer services, foreign exchange offiaed iavestment fund management
companies is insufficient and should be amendedr €mmpanies issuing
credit/debit cards, pension companies and pensiomdd no such preventive
legislation exists at all and should be introdueeda matter of priority.

Measures taken t0 The Law on Banks and the corresponding bylaws sioaifain provisions that shall

g@gm;@ndaﬂon thgr not allow for criminals and their associates toskekeholders in a bank or to pe

the Report persons having special rights and responsibilitiethe banks (Article 13 and 82 of
the Law on Banks, the Decision on Issuing of Lies® Bank and the Decision pn
Issuing Approvals). The person facing misdemeasauaction or facing sanction of

interdiction of performing his/her profession, &it§i or duty, or the person lackin
reputation shall not be allowed to act as sharemaldgth qualified participation in

bank, nor he/she be allowed to act as person hayegial rights and obligations
a bank, i.e. member of the supervisory or managiody in a bank, member ¢
audit board, member of the risk management boadcbtrer managing posts in tl
bank according to Its statute. Reputation shall rménesty, competenc
industriousness and assurance that the persomshahdanger the stability and t
security of the bank, or its reputation ad truster alia, this shall mean that th
person should not have been included in activitfeg would be considered

violation of the regulations. Besides the data drictv basis the previously listg
criteria shall be established upon the issuinchefdpproval for acquiring shares
a bank, i.e. for becoming member of a supervisorgnanaging body of the ban
the persons requesting the approval shall be beorfil in the corresponding
NBRM questionnaires. These questionnaires shaligeodetailed data on th
following: the qualifications, professional backgnal and the experience of t
person, the measures taken towards that partipgleson by certain authority ¢
towards its beneficial user (in the case of leguity), cases when other competg
authority seized or did not issue an approval ffgrming of certain profession ¢
activity, or for acquiring shares in a financialstitution due to inadequat
reputation of the person or its beneficial ownenege provisions of the Law @
Banks and the corresponding regulation shall refehe saving banks functionin

necessary for obtaining license for taking up andsping the business shall
considered as a basis for revoking of the issuethtie.
Similarly, the Law on Fast Money Transfer shalllinie provisions preventing th

Pursuant to the Article 6 of this Law, a tradingmgany can obtain permit fq
interdiction for performing of profession, activityr duty has been pronounc

against the responsible person and the employeésrmpéng fast money transfe
services and effective court decision for criminéfence in the area of finance

Regarding the fast money transfer service proviéach non-fulfilment of the

in the country. It should be accentuated that esnifulfilment of the conditions

possibility for criminals or their associates tafpan fast money transfer services.

performing fast money transfer service. if no misdanour sanction, i.¢.
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conditions needed for obtaining license for takipgand pursing the business shall
be considered as basis for revocation of the iskcextce.
Pursuant to the Foreign Exchange Operations, thi@mh Bank shall prescribe the
conditions and the manner of obtaining license féweign exchange operations.
These conditions were prescribed in the Decisio@omency Exchange Operations
adopted by the Council of the National Bank on 22009. The Decision shall
envisage that in order to obtain the necessarpdieethe responsible person of the
legal entity who shall perform foreign exchange rafiens and the responsible
person do not face misdemeanour sanction, i.erdict®n for performing of
profession, activity or duty and that no effectogurt decision for criminal offence
in the area of finances has been pronounced agdiest. Similarly, regarding
banks and fast money transfer service providerwelh as savings banks, the
National Bank shall be entitled to revoke the isklieence for foreign exchange
operations if the conditions on which basis theidvetl Bank has issued the licence
have not been meet, i.e. the conditions for perfifogrforeign exchange operations.
The Law on Insurance Supervision contains provssi@krticles 14, 18, 19, 23 and
32) which do not allow for criminals or their asgdes to become shareholders in
an insurance undertaking or to become persons sjtkecial rights and
responsibilities in the undertaking. In accordaméth Article 14 of the Law or
Supervision Insurance, the shareholder should theefollowing requirements:
not to be sentenced to imprisonment for crimirfiérce against public finance
against payment operations and economy, againgsdot against legal traffic;
not to be sentenced to ban of performance of psfesactivity or duty; not to b
member of managing organ, supervisory organ oret@drson with special righ
and responsibilities in insurance company or okbgal entity for which bankruptc
procedure has been initiated in the least 3 yearsio bankruptcy procedure
liquidation procedure to be initiated against hifnt is legal entity and - not to b
connected to legal entity where the insurance comgaectly or indirectly owns g
least 10% of the capital or rights to vote in thatity. These provisions shall also
applied for insurance mediators (insurance brolkeragompanies an
representatives). In accordance with Article 18, Ministry of Finance (Agency fa
Insurance Supervision) will reject the applicatifor obtaining approval fo
acquiring qualified shares if it has been establisthat there is legitimate reas
for suspicion of the validity of origin of moneyofin the submitted documents.
order to obtain consent for performing a duty membf managing organ th
insurance company shall be obliged to submit ariegjpn for consent to th
Ministry of Finance. Appropriate documentation slkddoe added to the applicatio
proofing that the conditions from Article 23 of thaw on Insurance Supervisig
have been met. The Agency holds the right to adapcision for withdrawal of
consent for performing the duty member of organ rfanagement of insuran
company in accordance with Article 27 of the Lawlimgpection Supervision.
Under article 18 of the Law on Investment Fundspier of managing board i.
executive member of the board of directors of tbengany for management of
investment funds could not be a person: convictediprisonment for criminal
offences in the field of banking, finance, labowtations, property, bribe and
corruption or to whom misdemeanour sanction banealising profession, activity
or duty in the field of law, banking, accountingsiurance, management of sources
and investment, management of pension funds or dittencial services has be¢n
imposed whit the ban.
Further the Law on securities also had provisidrad prohibited the issuance of a
licence to a person which will enable him/her todiee a member of the managing
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and supervisory boards as well as members of thedbof directors of the stog
exchange and the central depository or to be atdireof a brokerage house
he/she was indicted with jail sentence:

-In the period from the effectiveness of the verthiche day of the endurance of t
sentence and five years from the day he/she hadrethdhe prison sentence in t
case when the jail sentence is no longer than teass.

-In the period from the effectiveness of the vetrdd the day of the endurance

the case when the jail sentence is longer thae years.

However, these provisions of the law were abolistviti decision 214/2005-0-
from 19/09/2007 by the Constitutional court of tRepublic of Macedonia, sing
these provisions of the law were not in line whk Constitution of the Republic.

the sentence and ten years from the day he/sherithded the prison sentence|i
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Recommendation
the
Report

0

MONEYVAL

f A special licensing or registration regime for campes issuing credit/debit carg
should be introduced.

Measures taken
implement
Recommendation

the Report

1
the

of

b In accordance with the Company law (Official gazeatf RM No. 28/04, 84/05
25/07 and 87/08) as one of the forms for registdponding trading company wit
activity in issuing credit cards and similar adfas, we point out Joint stog
company as most adequate.

The joint stock company can be founded simultanigaarsby succession.

If the joint stock company acting in the field afsuing credit cards or similg
activities is founded simultaneously, one requidscuments for registry g
founding in the sole trade register at the Cemégister of RM, which are:

filled PO form;

evidence of paid compensation for the &Rording to the tariff - 3 85

denars

(1) With the application for register, one shathah:

1) the statute;

2) copy of ID for domestic physical entity or pasgpphotocopy (translated fro
authorized translator and verified by notary pybfar foreign physical entities g
copy from another document for determining the fitgn effective in his/her
country and his/her citizenship, i.e. evidencerfgistration if the founder is leg
entity;

3) evidence for paid amount in the bank where #ngment of the shares has bg
carried out;

4) if there is share takeover by entering non-mamyetieposits — the contracts

which they are determined and implemented, therteyfdhe assessor and eviderj
for ownership in which a note has been performed public book for registerin
immobile assets, and if mobile asset is being tegid for which there is legall

5) the decisions for selection of members of theagament organ, i.e. supervisi
organ if they are not nominated by the statute;

6) if special benefits are given in the foundingg tontracts with which they a
being determined and implemented;

7) the calculation of the expenses for foundingadbmpany in which single iten
and total costs are being expressed,;

8) the founding report and the revision report ki founding, if such report hg
been prepared and

9) permit or other act of state organ or of anothempetent organ, if thi
responsibility is determined by law for registrytbé company in the trade registe

10) declaration from the attorney by law of thealegntity, i.e. declaration fron

determined responsibility for register — evidenmedwnership of the mobile asset;
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physical entity, i.e. submitting evidence that éhiex no obstacle for him/her not
be founder of the company, in accordance with chat29 of the Company law an
11) declaration, in accordance with Article 32t same Law.

(4) The executive members from the board of dims¢tice. members of the board
executives, as well as other persons, which aaegrii the statute are authoriz
for representation shall submit signatures, vatjfieattached and given
accordance with Article 65 paragraphs (2) and@nfthe Company law.

(5) The founders of the company shall be respoadil the authenticity, actualit
and the accuracy of the data contained in the egiin and for the attachmerj
which this law determines that need to be attadberd the registry applicatio
for founding the company in the trade register..

If the joint stock company acting in the field afsuing credit cards or simila

activities is founded simultaneously, one requidzcuments for registry g
founding in the sole trade register at the Cemggister of RM, which are:

- filled PO form;

- evidence of paid compensation for the &Rording to the tariff - 3 85
denars
(3) With the application for register, one shathah:
1) the statute;
2) copy of ID for domestic physical entity or pasgpphotocopy (translated froi
authorized translator and verified by notary pybfar foreign physical entities g
copy from another document for determining the fidgneffective in his/her
country and his/her citizenship, i.e. evidencer&mistration if the founder is leg
entity;
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3) evidence for paid amount in the bank where thanent of the shares has been
carried out, and if non-monetary deposits are itacbwith the report of the assessor

and evidence for ownership in which a note has Ipeeformed in a public book fqg

registering immobile assets, and if mobile assbeiag registered for which there|i

legally determined responsibility for register -idmnce for ownership of the mobi
asset and one sample from the prospect on the drasigich the full or part of th
general assets is registered,;

4) minutes from the founding assembly with invitatifor the same and with list
participants;

5) the decisions for selection of members of theamament organ, i.e. members
the supervision organ if they are not nominatethieystatute;

6) the founding report and the revision reporthaf founding if such report has be
prepared on request of the founders, i.e. othesoperin accordance with this law;
7) agreements by which non-monetary deposits degrdimed or invested, if in th
founding one invests non-monetary deposits;

8) permit or other act of state organ or of anothempetent organ, if thi
responsibility is determined by law for registrytbé company in the trade registe

9) declaration from the attorney by law of the legatity, i.e. declaration from

physical entity, i.e. submitting evidence that éex no obstacle for him/her not
be founder of the company, in accordance with Agt&9 of the Company law and
10) declaration, in accordance with Article 32t same Law.

(4) The executive members from the board of dimsctice. members of the board
executives, as well as other persons, which acegrtdi the statute are authoriz
for representation shall submit signatures, vatjfieattached and given
accordance with Article 65 paragraphs (2) and@nfthe Company law.

(5) The founders of the company shall be respomddl the authenticity, actualit
and the accuracy of the data contained in the egiin and for the attachmerj
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which this law determines that need to be atta¢besrd the registry applicatio
for founding the company.

Recommendation
the MONEYVAL
Report

0

f Staff of all supervisory bodies should be requitedmaintain high professiona
standards and to keep professional secrets corfalerfcurrently only for
employees of the NBM exist specific rules requirsigff to maintain high
professional standards; and only for employeeshef NBM and the SEC exi
specific rules requiring staff to keep professiosedrets confidential.).

1
the

Measures taken
implement
Recommendation

the Report

of

b In order to maintain high professional standardd mkeep professional secré
confidential, the organs for enforcing supervisfon the application of measurg
and activities for preventing money laundering &ndncing terrorism, besides th
legal provisions also implement the provisions friira relevant Code of Condu
1.

The Office, acting as separate organ for enforsimgervision of the facilities hg
adopted this Code of Conduct in May 200%ie persons employed in the Offi
possess safety certificates providing them witreasdo classified information ar
they are obliged to treat the available documenradis business secret.

By the end of 2009, th8ecurities and exchange commission should adope 6b
conduct for its employees.

The agency for supervision of capitally financedigien insurance has adopt
Code of professional ethics for the employees ia #gency and Code (
professional ethics for the employees in the Agewten performing field an
voluntary supervision.

Having in mind that the supervisors in the Ministo§ finances — Insurang
supervision department have status of civil sesjatfitey work according to th
Code of ethics for civil servants adopted on thsishaf Article 18 of the Law of
civil servants (Official gazette of RM No. 59/20002/2000, 34/2001). The code
made public on the internet page of the Civil setyagency. (www.ads.gov.mk)
The Code determines the manner of conduct and n@i the civil servants, wit
purpose to provide respect of the principles offlémess, professional integrit)
efficiency and loyalty while performing their offad duties. According to th
Code, the civil servant performs the duties on Iyighrofessional level, whict
he/she continuously upgrades. The civil servanédl gterform the work on mos
conscientious, most efficient, most arranged maanerin due time, in interest
the citizens and other entities while realizingrthights, duties and interests. Th¢
duty is to avoid any conflict of interest as wallsituations that could lead to doul
In the current year it is envisaged to establiskuiance supervision agency
single and independent body with public authoraregi The agency shall adopt
Statute determining the internal organization, anisiiation and managemer
proceedings for adoption of acts, method and tefnesnployment in the Agency &
well as other issues of significance for the wogkari the Agency.

(Other) changes sinc

[¢)

the last evaluation
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Recommendation 24 (DNFBP — Regulation, supervisicand monitoring)
Rating: Non compliant
Recommendation  of The supervisory commissions for auditors and actzmis (based on Art. 39 of tf
tF?Sport MONEYVAL | AML Law) should be established.
Measures taken 10 |n accordance with the provisions from Article 4tlee AM Law, the commission
implement ~~the| formed in frames of the associations of auditorsl aecountants shall b
Recommendation  of .. . . oo
the Report supervision organs for control of the implementatd measures and activities f

61



preventing money laundering and financing terrorigmauditors and accountants
Having in mind that the activity and the efficienof this sector are not g
satisfactory level, the legislator shall make anmeant of the concept of supervisi
with the draft law in order to achieve bigger affircy in the part of supervision fq
purposes of preventing money laundering and fimantgrrorism.

The draft law shall determine that the Office haslusive jurisdiction to perforn
supervision of the auditors and accountants.

Recommendation  of The supervisory powers of the supervisory auttesjtivhich are based on Art. |

g‘e . MONEYVAL | of the AML Law, should be clarified. The authostighould review the AML La
eper and make either amendments or clarify it in sedttaas or by-laws which power

these supervisory commissions have.

Measures taken t0 The supervision of the application of the measaresactions with Article 46 shall

implement ~the| ha requlated on the following manner:

Recommendation  of . . . . .

the Report -The National bank of the Republic of Macedoniallsharform supervision o

banks, savings banks, exchange bureaus and sqisgders of fast mone
transfer;

-The Agency for supervision of insurance shall @arf supervision of insurang
companies, insurance brokerage firms, companids nefiresentation in insurang
insurance brokers, representatives in insurance tied National bureau d
insurance;
-The securities and exchange commission shall pari&upervision of the stog
exchange market, the brokerage companies and imgasfunds;
-The agency for supervision of capitally financeshgion insurance shall perforn
supervision of pension funds management companigs a
-The public revenue office shall perform supervisaf other financial institutiong
trading companies organizing game of chances arat tegal and physical entitig
bearers of such measures and actions.

(2) In cooperation with the organs from paragraphdf this Article, the Office
shall perform supervision of the measures and iieSv application upon th
subjects, which are determined with this law.

(3) The procedure for performing supervision thatbeing implemented by th
Office shall be regulated by the minister of finasic
(4) The organs from paragraphs (1) and (2) of Aritcle may regulate a manng
and procedure for adequate establishment and applic of the programs fqg
prevention of money laundering for subjects for sdnosupervision they ai
responsible.

The draft law shall complement the provisions db tArticle on the following
manner:

(1) The supervision of measures and activitiesiegibn that are determined |
this law shall be performed by:

-The National bank of the Republic of Macedoniallsharform supervision o
banks, savings banks, exchange bureaus and squuisgders of fast mone
transfer;

-Insurance supervision agency shall perform supimviof insurance companig

brokers, representatives in insurance and the hNaltlmreau of insurance;

-The Securities and exchange commission of the BRigpof Macedonia shal
perform supervision of the stock exchange markebkdrage companies af
investment funds;

insurance brokerage firms, companies with represent in insurance, insuranc
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-The agency for supervision of capitally financeshgion insurance shall perfor
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supervision of voluntary pension funds and comgamanaging voluntary pensi
funds and

-The public revenue office shall perform supervisal other financial institutiong
trading companies organizing game of chances dret tggal and physical entitig
bearers of such measures and actions.

(2) In cooperation with the organs from paragrafph d¢f this Article and the
commissions of Article 47 of this Law, the Offickadl perform supervision of th

measures and activities application upon the stdyjechich are determined with

this law.

(3) The organs from paragraph (1) of this Artictel ahe commissions from Articl
47 of this Law from the field of prevention of mgntaundering and financin
terrorism, shall submit the annual plans for periiog supervision of the subjeq
according to this Law for the following year, tetBffice, not later than Decemb
in the current year.

(4) The organs from paragraphs (1) and (2) of #ritcle may regulate a manng
and procedure for adequate establishment and applicof the programs fg
prevention of money laundering for subjects for sdnosupervision they ai
responsible.

(5) If during the performing the supervision, thrgans from paragraph (1) of thi
Article and the commissions from Article 47 of thiaw shall determine existenc

of doubt for money laundering or financing terroriss well as violation of th
provisions of this Law, they shall forthwith inforthe Office.

Article 46-a
(1) The supervision of the measures and activigslication determined by th

Law to the subjects, which is performed indeperigeby the Office, shall be

performed as permanent and temporary.
(2) The Office shall perform the temporary supeorisannounced or unannounc,
and it can be full or limited.

(3) The Director of the Office shall adopt annuapervision plan and he/she sh
issue an order to perform announced or unannowgagtvision.

(4) The method for performing supervision that énlg implemented by the Offig
shall be regulated by the minister of finances.

The draft amendments of the Law on securities @ralisage new Article definin
the responsibilities originating from the regulasofor prevention of mone
laundering and financing terrorism to all authodizgarticipants on the market

capital which until now have been regulated wite tlaw on prevention of mong
laundering and financing terrorism, on which thecuB#ies and exchang
commission acted. The amendments also precisaeehsures that the Commissi
can pronounce upon the authorized participantshenntarket of capital, whic
pursuant to the committed act will range from reyamd to permanent terminati
of the work permit from the legal and physical gnthaving committed thg
infringement. The amendments of the Law also egedhat with a rulebook, th
Commission shall regulate the measures and aetwitiat need to be undertaken
the authorized participant of the securities madigd to revealing and preventil
money laundering and financing terrorism. The ameamis of the Law of
securities should be adopted until the end of 2009.

In accordance with Article 98 of the Law on voluptaapitally financed pensio
insurance, the companies managing voluntary pen$immls are obliged t
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undertake measures and activities according toAtle Law on. In accordancs
with the Law, the Agency has an authorization tofqgen control of the overal
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work of the pension funds and voluntary pensiordfurn its by-law on method ¢
performing control, as field of control the Agerslyall state the implementation
measures and activities for prevention of monewpdauing and financing terrorisn
by the pension funds.
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Recommendation  of The supervisory commission responsible for lawgbmsuld start its supervisor

the MONEYVAL | 4ctiyity.

Report

Measures taken 0 The Commission for supervision of the measuresaatigities implementation fo

'l'?“p'eme”t el hreventing money laundering and financing terrorsrthe lawyers is founded i

ecommendation  of . L2 . L

the Report frames of the Macedonian Bar Association. In franwdsits activities, the
Commission has performed 4 supervisions where aseebtablished violations
the AML Law.
For the purposes of strengthening the supervigiahis implemented in this sectq
the draft law shall envisage that besides the casion, the Office should alg
have authority to perform supervision over lawyers.

Recommendation  of The Public Revenue Office should conduct AML/CHIestsion concerning red

the MONEYVAL | estate agents, dealers in precious metals, de@lepsecious stones, dealers in hi

Report value and luxury goods.

Measures taken 10 |n gccordance with Article 46 of the AML Law, theilitic Revenue Office sha

gﬂgm;rgndaﬂon thﬁr perform supervision of other financial institutiprisading companies organizin

the Report game of chances and other legal and physical titiearers of such measures
actions. In the detailed plan for outer controttaf payers for the second half
2009, the Public revenue office envisages contwith the real-estate agenci
from aspect of applying measures for preventiomohey laundering and financirj
terrorism, and the list of the agencies subjetihéosupervision has been prepareq

Recommendation  of Concerning obtaining a licence for casinos, fit gimdper requirements for owner

the  MONEYVAL | and managers are very limited: it is only requirtht managers have not be

Report sentenced for a crime in the area of games of aghandor an economic crime. Th
authorities should introduce the necessary legategyulatory measures to preve
criminals or their associates from holding or beitige beneficial owner of
significant or controlling interest, holding a magement function in, or being g
operator of a casino.

Measures taken to An initiative for preparation of a new Law for gamichances has been undertal

gﬂgmrﬁn dation thﬁr in the frames of the ministry of finances. An iaitve to elaborate thi

the Report recommendation has been submitted in this Law.

Recommendation  of There should be legal requirements for casino mers to prove the legitimate

tF?Sport MONEYVAL | origin both of the founding capital and the licerfees.

Measures taken 0 An initiative for preparation of a new Law for gamichances has been undertal

gjafggmri”etn dation thﬁr in the frames of the ministry of finances. An iaitve to elaborate thi

the Report recommendation has been submitted in this Law.

Recommendation  of The sanctions regime for DNFBP provided by the AMiv is deficient in the sam

g‘:‘port MONEYVAL | \ways as described concerning financial institutians should be amended.

Measures taken t0 The AML Law and the Draft-Law do not divide the ities according to the activit

g@gm;@ndaﬂon thgr they carry out, i.e. do not divide the entitieifihancial institutions and DNFBP.

the Report That is why all entities (financial institutionscdDNFBP) have equal obligations

implement the provisions of the Law.

to

(Other) changes sinc
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the last evaluation
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Recommendation 25 (Guidelines and feedback)

Rating: Partially compliant

Recommendation  of Though the AML Law obliges the MLPD to providedbtged entities with general
g‘s - MONEYVAL | and specific feed-back, this is not done in pra&ctiad this should be remedied. This
: may also be a reason of the uneven reporting teatlp exclusively banks submit

STRs. Thus more outreach to the non-banking sectequired.

Measures taken 0 Pursuant to the provisions of Article 28 of the ANlaw , the Office is obliged to

g@gmr‘?{‘etndaﬁon thﬁr submit feedbacks to the entities on the STR and &jfications.

the Report In accordance with the AML Law provisions, at thedeof 2007 and 2008, the
Office has submitted a feedback containing a cordiion on the received CTR and
the conducted analysis of all received STRs, thelref the conducted analysis and
quality assessment of the submitted STR for theeatiyear.
As obligatory and composing step of the “Procedor&STR analysis”, the Office is
obliged to submit specific(case-by-case) feedfackach received STR. As of the
beginning of 2009, the Office submits a confirmatfor a received STR, and after
conducting the analysis for each STR, the Offidengits a specific feedback on the
conducted analysis results (no grounds for susmci@garding possible mongy
laundering or terrorism financing, a report subeditto the responsible prosecution
bodies or notification is submitted to the respblesprosecution bodies if there gre
grounds for possible other criminal activities) @ahe STR quality.
The Office prepares annual report on the resulis@fctivities. This report contains
data and information on the received STR and CHi& cbnducted analysis and the
results. In addition, this report contains inforimaton the most frequent methods|of
money laundering or terrorism financing, as detaadiby the Office. The annugl
report is available through the website of the &fffor all entities, as a general
feedback.

Recommendation  of Financial institutions should be provided with alemidance on CFT issues.

the MONEYVAL

Report

Measures taken t0 The guidelines for the financial institutions agarls the terrorism financing

implement ~  the| qetection, as issued by FATF, can be found on thesite of the Office.

Recommendation  of

the Report

Recommendation  of The guidance for DNFBP appears to be lower thamrelation to the financia

g‘eeport MONEYVAL | sector. Also the awareness of financing of termarihreats and countermeasures
was quite low. Ongoing initiatives, training andtmach to the whole DNFBP
sector will be necessary in this regard.

Measures taken 0 |n May, 2009, the Office has prepared Guidelinggtie non-profit organisations in

implement ~the| tarms of terrorism financing prevention.

Recommendation  of s ; . . . .

the Report These Guidelines are mainly aimed towards assistiaghon-profit organisations,

as a sector which is subjected to terrorism fimagcso that they would not be us
for the purposes of terrorism financing, trends armactical international cases
using the non-profit organisations for terrorismaficing. These Guidelines 3
available through the website of the Office.

ed
of
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(Other) changes sinc

e

the last evaluation

Recommendation 26 (The FIU)

Rating: Partially compliant

Recommendation  of Some parts of the AML Law refer only to money ladng but do not provide &
g‘:port MONEYVAL | clear legal mandate for the MLPD to deal with teisb financing issues. Also in
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practice the MLPD's role in combating financing tefrorism is very limited. It ig
recommended to make clarifications to the AML Lath wegard to the preventio
of terrorist financing, particularly amending thelevant provisions and make
absolutely clear that they also cover the preventbterrorist financing.

Measures taken

implement
Recommendation
the Report

1
the

of

b In accordance with the AML Law, the Office’s comprates are expanded also
the field of prevention of terrorism financing,.itee competences of the Office g
defined in Article 3 as follows:

“Article 3
(1) An Office for Money Laundering Preventioand Financing Terrorisr
(hereinafter referred to as: the Office) bhbé established for collectin
processing, analysing, keeping and providinga dabtained from the entitig
which are bound to undertake measures andonactifor detection an
prevention of money laundering and financimgrdrism, as a body within th
Ministry of Finance in the capacity of adégerson.
(2) The Office shall have the following competences
-collect, process, analyse, keep and provié¢a dobtained by the entiti
pursuant to this Law,

performance of its competences,
-prepare and submit a report, supported with opinion, to the compete

money laundering or financing terrorism,

- issue a written order to the entity wherethe transaction is temporari
postponed,

-submit a request for submitting a propodalr determiningprovisional
measures to the competent public prosecutor,

-submit a request for submitting a misdemeanprocedure to the competq
court,

-cooperate with the entities referred to inidet5 of this Law, the Ministry o
the Interior, the Financial Police, the PubRrosecutor’s Offie, the Custom
Office, the National Bank of the Republic of Mdonia, the Public Revenl
Office, the State Foreign Exchange Inspectortite, Macedonian Securities a
Exchange Commission, the State CommissionPi@vention of Couption and
other state bodies, the Agency for Supervisioh Fully Funded Pensig
Insurance, the Agency for Supervision of Insom as well as with othg
institutions and international bodies for fight Bga money laundering and financif
terrorism,
-conclude agreements for cooperation and exgghaof data and informatig
with authorised bodies from third countriesdamnternational organisatior|
dealing with fight against money laundering améficing terrorism,
-supervise the entities in their applicatiohtile measures and actions defil
with this Law,
-raise initiatives for proposals to pass lawad bylaws relating to th
prevention and detection of money laundering apdevention of financing
terrorism and give opinion on draft laws oflex@nce to the prevention

money laundering and financing terrorism,

-assist and participate in the professionalservice training of the perso
responsible within the entities referred to in &l&i5 of this Law,

-determine lists of risk analysis indicators #&mddetecting suspicious transactig

authorities whenever there are grounds for isisgpof a committed criminal a¢

in cooperation with the entities and bodjgsrforming supervision over thei

-
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-collect financial, administrative and other aland information necessary for the
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operation, and
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-perform other activities determined by this Law.
(3) The Office shall file a report to thdlinister for Finance and to the
Government of the Republic of Macedonia oreeyear, on the activitig
within the scope of its competence with aftdgplan for operation for th
following year, and may also file a report upeguest of the Minister for Finan¢e
and the Government of the Republic of Macedonia.
(4) The assets for funding the Office shall bevmled from the Budget of the
Republic of Macedonia, whereas 10% shallppbevided from the confiscation
performed to the benefit of the Republic of Macedon
Furthermore, pursuant to Article 29 of the AML Lathe entities are obliged to
submit to the Office the data collectedhe information and the docume
regarding the transactions carried out, whenmethis suspicion that the client,
transaction or the beneficial owner are relatednbney laundering or financing
terrorism, i.e. the submission to STR regarding @yotaundering or terrorism
financing is obligatory.
In cases of existing grounds to suspect a committiedinal act money laundering
and terrorism financing, pursuant to Article 35 AML, the Office shall
immediately prepare and submit a report to the atemt state authorities which
make decisions for any further actions. This regorttains data on the person and
activities for which there are grounds to suspectamnection with money
laundering or terrorism financing.
The provisions quoted in Article 3 and 29 of AMLithvthe draft are amended as
follows:

“Article 3
(1) An Office for Financial Intelligence (hereinaftreferred to as: the Office) shall
be established for collecting, processing, anafyskeeping and providing data
obtained from the entities which are bound to utadker measures and actions for
detection and prevention of money laundering amainfting terrorism.
(2) The Office shall have the following competences
-request, collect, process, analyse, keep and geavata obtained by the entities
pursuant to this Law,
-collect financial, administrative and other datal anformation necessary for the
performance of its competences,
-prepare and submit a report, supported with iténiop, to the competent
authorities whenever there are grounds for sugpiofoa committed criminal agt
money laundering and financing terrorism,
- issue a written order to the entity whereby thangaction is temporarily
postponed,
-submit a request for submitting a proposal foedatning provisional measures to
the competent public prosecutor,
-submit a request for submitting a misdemeanoucgatore to the competent court,
-cooperate with the entities referred to in Artiblef this Law, the Ministry of the
Interior, the Financial Police Office, the PublicoBecutor’s Office, the Customs
Office, the National Bank of the Republic of Maceidy the Public Revenue
Office, the State Foreign Exchange Inspectorate, Macedonian Securities and
Exchange Commission, the State Commission for Rt@re of Corruption and
other state bodies and institutions, the AgencySapervision of Fully Funded
Pension Insurance, the Agency for Supervision sfilance, as well as with other
organisations, institutions and international bedifor fight against money
laundering and financing terrorism,
-conclude agreements for cooperation and exchahgata and information with
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authorised bodies from third countries and intéoma organisations dealing wit
fight against money laundering and financing tésrar

-supervise the entities in their application of theasures and actions defined w
this Law,

-initiate, propose or give opinions for laws andalms pertaining to the preventiq
and detection of money laundering and terrorisrarfaing,

-assist and patrticipates in the vocational trainoigthe authorized persons al

Financing in the entities referred to in Articl®bthis Law,

-determine lists of risk analysis indicators anddetecting suspicious transactig
in cooperation with the entities and bodies perfagnsupervision over the
operation,

-propose establishment of a Council for combatimgey laundering and terroris
financing,

-plan and realize trainings for specialisation afdther qualification of the
employees in the Office,

-provide explanations in the application of regolas for prevention of mone
laundering and terrorism financing, and

-perform other activities determined by this Law.

(3) The Office performs the activities within iterapetence in accordance with tf
Law, the ratified international agreements and mothets which regulate mone
laundering and terrorism financing.
(4) The Office shall file a report and a workingpgramme for the following yes
to the Minister for Finance and to the Governmenthe Republic of Macedoni
once a year, and may also file a special reporhugguest of the Minister fg
Finance and the Government of the Republic of Maoid

(5) The assets for funding the Office shall be ftest from the Budget of th
Republic of Macedonia, whereas 10% shall be pravifem the confiscatior
performed to the benefit of the Republic of Macedon

for promotion of the material basis for operatiofshe Office.
Organisation of the Office

Article 3-a
(1) The Office is a state administration body witllhe Ministry of Finance in th
capacity of a legal person.
(2) The Office enforces its competences on theemgirritory of the Republic g
Macedonia.
(3) The Office is located in Skopje, Republic of dddonia.

Article 29
(1) The entities shall be bound to submit the ctld data, information an
document to the Office in the following cases:
a) if there is suspicion or if there are reasonaeunds for suspicion for
committed money laundering or terrorism financirgivdity, or an attempt wa
made or is being made in terms of money laundemrfancing...”

employees in the Unit for Prevention of Money Laeridg and Terrorism

(6) The funds from the misdemeanour sanctions pnoced by the Office are use
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Recommendation of The MLPD should have timely (preferably online) exx to more database
g]sport MONEYVAL | narticularly the police database, criminal registnd court register.

Measures taken 0 Pursuant to Article 34 of the AML Law, the Office éntitled to request data al
implement ~ ~the| qocymentation from state bodies, financial insting or other legal or natur
Recommendation  of . s . . . I
the Report entities. Within a timeframe of ten working days afsthe receipt of the reques

these institutions are obliged to submit the retpdbdata to the Office by electron

ic
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means or by using the telecommunication meansptielee, telefax), and if th

previous is not possible, by using other writteramse

In order to provide timely and fast data which uefhice the Office’s efficienc
strengthening in the part pertaining to the STRiyai® the Office has establishg

electronic communications with the following ingtibns:

No. | Institution Connection Type Provided Data

1 Ministry of Interior through Lotus Dominp Personal
mail client Identification

Evidence, Vehiclg
Mail communication with| Assets Data, Penalty
encrypted data and defingdecords
structure (on request).
2 Employment Servicg¢ Mail communication with|] Persons Employmert
Agency encrypted data and defingcHistory
structure. (on request)

3 Central Registry Internet access throydtegal Subjectd
web page with usernamneEstablishment,
granted full permissions | Ownerships,

Managers Data

4 Public Revenue Office Internet access thropdtnnual Tax Report
web page with usernameData for Legal
granted full permissiong. Entities
(on request)

5 Money Transfer — WestetlnMail communication with] monthly report with

Union encrypted data and defingdop amount and top
structure. transaction

6 Banks Mail communication with encrypted XML files
encrypted data and defingdor: CTR
structure. transactions, STR,

loans  transactiong
and additional datq
requester by FIY
according article 34
from AML/CFT law

7 Customs Administration VPN Connection Cash entgriand

leaving the country
border line, export
import of goods an(
customs declarationd

8 Agency of Financial] Mail communication with| monthly report with

Support of Agriculture ang encrypted data and defingddata for financial
Rural Development structure. support of
agriculture

9 Pension and disability Mail communication with] Persons Pension

insurance fund of encrypted data and defingd-und Data
Macedonia structure

bd

Recommendation  of The provisions regulating the exchange of infororatbetween the MLPD an
tF?:port MONEYVAL | investigative bodies are too unspecific and thersame unclarity of the AML La|

W
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whether it is allowed to exchange information vather state bodies even without a
suspicion of any criminal activity. It should beardfied that this possibility ig
reduced to cases where there are grounds to suspaeey laundering or financing
of terrorism.
Measures taken to Pursuant to Article 33 of AML Law, the data andaimhation analysed and
implement ~the| hrocessed by the Office cannot be used for othgrgses except those defined with
Recommendation  of ,, . . . . .
the Report thls L_aw, e f_or the purposes of preventing mo_riaynderlng or terrorism
financing and it is not allowed to exchange infotiorawith other state bodies even
without a suspicion of any criminal activity.
Recommendation  of Banks send the vast majority of STRs (and also JOfbRke MLPD; the authorities
g‘:port MONEYVAL | should undertake efforts (including guidance) toréase the number of STRs
submitted by other reporting entities.
Measures taken 10 The Office has undertaken a number of activitieeaded towards increasing the
implement the) 5\vareness of the entities as regards the risks fmomey laundering and terrorism
Recommendation  of .. . . A .. . .
the Report financing on one side, and the activities for mefficient implementation of the
AML Law provisions, on the other side.
Within the frames of the twinning project training&re realized which covered
diverse profiles of entities. Within the framestlois project, more than 75 activiti¢s
were realized, and more than 400 persons wereettawho were from differerjt
institutions involved in the fight against monewutaering and terrorism financing
The preparation and publishing of the two booksdi®gy for Prevention of Money
Laundering and Terrorism Financing" and "Office fBrevention of Money
Laundering and Terrorism Financing" has largelytdbated to the awareness
raising. These publications were submitted to thiéies, and can be also found pn
the website of the Office. In addition, pursuanthie AML Law provisions, the
Office, in cooperation with the supervision bodasd the entities, has preparned
indicators for detection of suspicious transactiavisich are available to the entities
at the website of the Office.
In accordance with the provisions of Article 3, ggnaph 2, of AML Law, the
Office participates in the vocational training betresponsible persons within the
entities. Upon invitation of the entities, the @#ishall participate in their trainings.
Furthermore, upon its own initiatives, the Offiaganises trainings attended by gall
entities from a particular profile, or makes oresiisits or has meetings with the
entities, during which there are discussions alpeutain arguable issues so ag to
improve their practical implementation.
Recommendation  of Customs Authorities send a huge number of CTRarith ¢opies in huge quantitigs
tF?Sport MONEYVAL | \vhich do not allow a systematic analysis, particiylan case of multiple cashp
transactions in smaller amounts over a period ofetiby the same persons. Thus,
the authorities should consider the use of an sdeat reporting system also far
these CTRs similar to the system used by bankslén o allow a better analysis.
Measures taken to 1.Customs (VPN connections)
implement the ,  Renorts for money cash take in/ take out of thedéoin accordance with
Recommendation  of - -
the Report legislation
- The data of this report is provided through the webvice. This reports
custom writes in their system and simultaneousty thre available on the

web service. On our side the process is automdtbdnever a data appears
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on the web service, it is executing a job and writés data in the database.
This data is accessed through application modui& IC
« Custom declarations reports
- This stage is provided through direct communicationdatabase level. In



the physical level we set a high level securitg limhich connects the tw
databases and provides encrypted traffic transomsdn the data layg
there is strictly defined set of data, at the séime utilizing the feature on
database for exchanging data it is transmittinguioside. This set of data fis
directly stored from their database in our databd$ere is a daily job
which updates the set of data.
Before electronically receiving the data from thestoms, we received a data|in
hardcopy. All received hardcopy data form 01.01&20@ putted manually into th
database trough ICM application.

= O

D

(Other) changes since
the last evaluation

Recommendation 30 (Resources, integrity and train)

Rating: Partially compliant

Recommendation  of The staff of the MLPD should be increased enahilirig cover all its tasks (e.g.

g‘sport MONEYVAL | analysing STRs, CTRs) satisfactorily.

Measures taken 10 |n order to realize its legal competences in a nedieient and quality manner, the
implement ~~the| Office has increased the number of its employeasing the evaluation, the
Recommendation  of -
the Report number of employges was 9, Wherga_\s today that nuhaseincreased to a total jof
32 persons (1 official-director, 20 civil servaatsd 12 contracted employees). The
new employees were provided with trainings withie twinning project for their
more efficient fulfilment of their tasks. For thealized trainings of the Office’
employees see Annex 1 - List of Activities for Aeaess Raising and Realiz
Trainings.

WO

Recommendation  of Officers of the relevant departments within the istiy of Interior and Custom
g‘s ot MONEYVAL | should be provided with adequate training for cotiiga money laundering and
P terrorist financing.

2]

Measures taken t0|n 2007, 1 training was realized which covered 3lelyees from the Custon
implement — the| Administration of RM, and in 2008, 8 trainings weeslized, which covered 1
Recommendation  of . S . . B
the Re customs employees, whereas in 2009, 6 traininge wealized which covered 3
port

customs employees.
In 2008, representatives from the Financial Pol@Hice participated ay 18
seminars and trainings (of which 16 in the courang 2 abroad), in 2009 at 16
seminars and trainings (of which 13 in the cousmtng 3 abroad), organised by t
Council of Europe, the US Embassy, TAEX, TwinningjEct of the Office and th
Public Prosecutor's Office, etc. The trainings, itee seminars, refer to the
introduction and transfer of knowledge from otheumtries acquired throug
detection of cases with money laundering, terrorisimancing, financial
investigations of the perpetrators of criminal aets. In 2007, 79 trainings were
realized for the employees of the Ministry of Imber in 2008, 67 trainings wer
realized, and in 2009, 16 trainings were realized.

~NOo wm
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Recommendation  of More training and staff for the Insurance SupemisDivision is needed.
the MONEYVAL

Report
Measures taken to Representatives of the Insurance Supervision UnitMinistry of Finance,
implement thel participated at 3 trainings conducted within thenfes of the Twinning Project of

Recommendation  of

the Report the Office. In cooperation with GTZ, the Insurar@gpervision Unit prepared and

issued a Manual for prevention of money laundeirng terrorism financing imn
insurance and Manual for the manner of conductimesrision of the insurange
companies.

(Other) changes since
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the last evaluation

Recommendation 31 (National cooperation)

Rating: Partially compliant

Recommendation
the
Report

0

MONEYVAL

[ The evaluators recommend clarifying the competentdble investigative bodig
(clearly defining which authority is competent ihieh cases).

Measures taken
implement
Recommendation

the Report

1
the
o)

r2007)’ the Public Prosecutor’'s Office has managivg in the pre-investigativ
procedure, meaning that the Public Prosecutor'sc©ffs competent to decig
procedure or shall engage enforcement officers fooe or more law enforceme
agencies, which shall be under its competenceditipletion of the review.

While applying the Special Investigative Measurhgre is no possibility fo
conflict while attempting to prove these acts hgvim mind that although sever
agencies are legally authorized to conduct Spdaedstigative Measures, th
necessary enforcement capacities are only wittMihéstry of Interior, whereas th
instruction for their application can be issuedydny the Public Prosecutor (in ca
of unknown persons), as well as the investigatidg¢ based on a request of
Public Prosecutor's Office (in case of identifieergons); therefore, there are
possibilities for overlapping of competences incticz.

The "Guidelines on the manner of conducting crirhinaestigations in the polic
in the Ministry of Interior”, applied as of July @8, were prepared within th
Ministry of Interior. The Guidelines regulate thetersectoral (inter-institutiona

etc.), intersectoral cooperation is necessary.

Having in mind the frequency of such criminal aitkds in the Republic o
Macedonia, as well as the number of agencies, ttagacities and possibilitig
(legal), and the population number and territoryhaef Republic of Macedonia, the
are endeavours to make the "team approach" domasarggards the investigatiq
procedures, in which the Public Prosecutor’s Offiees a dominant role which
always applied when dealing with “money launderiagid “terrorism financing”
especially because the Basic Public Prosecutofis€df competent for this type ¢
organised crime and corruption, thus making th@mlivement in international g
central level cases a “commitment” and a need. draetical previous experieng

position and authority”, the Mol has proven the emat aspect of certain publ
procurements, whereas the Financial Police haseprtive financial aspect. In th
manner, one is able to provide more quality evidematerial for the arraignment
the Public Prosecutor's Office as compared to tivestigation within a sing|
aspect.

Recommendation
the
Report

0

MONEYVAL

f There should be an authority or a mechanism in @laasuring a nation-wid
policy on cooperation or appropriate coordination the combat against mong
laundering or financing of terrorism.

Measures taken
implement
Recommendation

the Report

i (
the
o)

b The realisation of activities foreseen with the iblel Strategy for Prevention ¢
Money Laundering and Terrorism Financing is cocatid by the Council fo
combating the money laundering and the terrorisraricing (hereinafter referred
as the Advisory Authority).

f
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b Pursuant to the Law on Public Prosecutor’'s Offeatéred into force in December,

which institution shall be involved or shall be @harge of the pre-criminal

cooperation for cases in which the Special Invatittg Measures are applied and i
investigations in which those measures are notieghpbut, in other circumstances
(extended timeframe, need from various types okdige, efficiency increasing,

has shown constructive cases when for a partiauiarinal act "abuse of official

The Advisory Authority monitors and coordinates thealisation of activities

)
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referred to in the Strategy, directs and createsntitional politics for cooperatiqg
and coordination in the fight against money lauimdeand terrorism financing.

The Advisory Authority consists of representatifesm all relevant institutions

included in the system for prevention of money taring and terrorism financing

(Other) changes sinc
the last evaluation

e

Recommendation 32 (Statistics)

Rating: Partially compliant

=]

D

Recommendation  of One of the authorities involved (perhaps the praten or the judiciary) should
the — MONEYVAL | maintain comprehensive and more detailed statistics money laundering
Report investigations, prosecutions and convictions oreoteerdicts (as well as whether
confiscation has also been ordered) indicating ooty the number of persons
involved but also the number of cases/offencesalsat providing information on
the underlying predicate crimes and further chaeasistics of the respective
laundering offence (whether it was prosecuted aanoously etc.).
Measures taken 0 The statistics managed by the Ministry of Interdowvers the following: criminal
:;‘;Ft’:'gm;rgn dation thﬁr act, predicate criminal offence (if determined)rpagrator(s) of criminal offences
the Report (complete personal details), title of legal entifjamage on property, shart
description of the offence, as well as "additictaia”.
The Ministry of Interior obtains the information dhe filed criminal complaint
after the completion of the court procedure withraission of the final ruling.
Recommendation  of The MLPD should keep statistics concerning the rmaind results of the reports
the MONEYVAL | disseminated from the MLPD to other institutionavéstigations, indictments,
Report convictions, persons involved, cases).
Measures taken 0 Pursuant to Article 32, paragraph 3, of the AMLe tompetent Public Prosecutor
gﬂgmrﬁn dation thgr and other state bodies shall be bound to ndtiéy Office on every initiated
the Report procedure for criminal act money laundering danérfcing terrorism, and pursuant
to paragraph 5, courts shall be bound to subntiddOffice all effective rulings for
criminal acts money laundering and financingdesm.
Recommendation  of More statistical data on AML/CFT mutual legal asaige issues (e.g. nature [of
g‘:port MONEYVAL | mutual assistance requests; the time required todleathem; type of predicate
offences related to requests) is needed to shoefteetiveness of the system.
Measures taken t0 The Ministry of Justice keeps statistics on theernmd and submitted mutual
implement ~the| 55sistance requests and mutual assistance reqfeesthich actions were
Recommendation  of
the Report undertaken.
Recommendation  of Al| supervisory authorities (and not only the NBMdathe SEC) should kegp
g‘:port MONEYVAL | statistics on supervision.
Measures taken t0 The Securities and Exchange Commission of the RepabMacedonia performs
'g:i'gm;rgn dation thgr on site (with or without prior notice) and off situpervision of authorised
the Report participants in the capital market. The Commisskeeps registries for all

furthermore, the Commission also keeps registriesthe pronounced measur
against the authorised participants at the capitalket, as well as on the ent
correspondence with all relevant institutions whigpresent results from th
performed controls. During 2008, SEC has conduatéatal of 35 on-site contro
of the authorised participants at the capital margewhich 7 were without prio
notice whereas the remaining 28 are regular cantrBurthermore, until an
inclusive of 01/06/2009, the Commission has coreflich total of 22 on-sit

performed controls over the authorised participaats the capital market;

es

controls of the operations of the authorised p@ditts at the capital market,
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which 7 were exceptional, whereas the remainingiédi® regular.
The NBRM, during 2007, has conducted a control ¢lerapplication of measures
and activities for prevention of money launderirmgl derrorism financing for 5
banks, 3 savings houses, 332 currency exchangesfiind 13 fast money transfer
service providers; during 2008, it has conducted@itrol for banks (19 full and
partial controls), 14 savings houses, 223 curreexghange offices and 16 fgast
money transfer service providers, and in periochfl.01.2009-30.06.2009, it has
conducted controls for 9 banks, 63 currency exchaoffices and 1 fast money
transfer service provider. Based on the determicaadition from the realized
controls, in 2007, 1 correctional measure was pooed for a bank, and in 2008| 6
correctional measures were pronounced for a bankisdemeanour procedure was
initiated against the banks by NBRM in 2007, 1legtent procedure in 2008, and 4
V
d

A4

N

settlement procedures in 2009. 1 settlement prgeewas initiated by the NBRI
in 2008 against the savings houses. 8 misdemegmmaedures were initiate
against the currency exchange offices by NBRM i0720and 4 misdemeanour
procedures and initiated 1 misdemeanour proced2808.
The Ministry of Finance, the Unit for Insurance 8npsion, conducts regular on-
site and off-site supervisions and additional sup&ms if it finds that it is in the
best interest of the insured parties. The Minigegps registries for the entities|in
the insured market, and also keeps registrieshfercbnducted supervisions and
pronounced measures. The Insurance Supervision hast established its own
database. The data are public and are regularllisped on the website of the
Ministry of Finance (in the part-financial systensiirance-reports). Upan
completion of the business year, the Insurance 18igi@n Unit prepares an annual
report on the condition of the insurance markethim RM. This reportinter alia,
contains data, on the conducted supervisions thautgthe year and the
pronounced measures.

The Agency for Supervision of Fully Funded Pendliosurance (MAPAS) keep
records of the undertaken measures against periorpanies.The Agency
performs regular on-site and off-site supervisidnth®e pension companies and
pension funds.

n

Off-site Supervision
The Agency, on a daily basis, as proactive congetforms off-site control of all
activities with the funds of the obligatory pensfands.
On a quarter basis, the Agency controls the acamyiaind financial reports of the
obligatory pension funds and the companies for mament with obligatory
pension funds, the minimum amount of liquidationds which are to maintain the
companies for management with obligatory pensiamd$y the minimum capital
amount which is to maintain the companies for manant with obligatory
pension funds.

On-site Supervision

In accordance with the Annual Plan of the Agenaydontrol of the operations of
the pension fund management companies in 2008 @motevas conducted for the
operations of the pension fund management compéinigitutional control) in the
premises of both companies. Within the frames efittstitutional control and in
accordance with the Annual Plan, the Agency haslected a control in 31 branch
offices of the business associates of the companies
In addition, in 2008, a regular on-site control wasried out over the operations |of
both companies for obligatory pension fund manageninancial control), in
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accordance with the Annual Plan of the Agency foni@ol of the pension fun
management companies for 2008. The control wasedaaut in the premises ¢
both companies.
The Agency keeps relevant statistics for all penfed on-site controls an
undertook measures.

The Public Revenue Officein June 2009, performed supervision over

application of measures and activities defined wlith AML Law in 4 casinos an
has concluded that there is an infringement in mzoace with Article 49, paragrap
1, indent 21 in three casinos, i.e. they have mpamed programmes for protecti
from money laundering and terrorism financing. @ttlement procedure wg
suggested for the infringement in accordance witiicke 53 of the AML.
The Office, within the period from 30.10.2008 (d4h® adoption of the Rulebog
for inspection supervision procedure (Official Géeeof RM 37/08)) till 1 July
2009, performed inspection supervision over thdofahg entities: Banks-2
currency exchange offices-22, savings houses-iranse companies-2, casinos-
From the aforementioned supervisions, 22 notice® yweonounced, 4 settlemer
with total value of MKD 5.050.030 were realizedretjuests were submitted f
initiation of misdemeanour procedures, whereas rdmaining supervisions a
ongoing. Records are kept for those data.

%)

Recommendation  of The supervisory authorities should keep comprekensiatistical information of

g‘:port L the exchange of information with foreign countetpaincluding spontaneod
exchange of information).

Measures taken to Pursuant to Article 48, paragraphs 1 and 3 of AMAwL the supervision bodig

gﬂgm;@n dation thgr have the following commitments:

the Report “(1) The bodies and institutions referred ito Article 46 of this Law and th

commissions referred to in Article7 4of this Law shall be bound to notify t
Office of the request submitted to initiate n@isdemeanour procedure for
offence committed referred to in Article 49, 581 and 52 of this Law by th
entities which are supervised of the initiatedtlement procedures and t
outcome of these proceedings.

(3) The bodies and institutions referrediioArticle 46 and the commissio
referred to in Article 47 of this Law shatle bound to inform the Oféi¢
without delay and occasionally, at least twicgear, of the supervision carrig
out over the entities and on the findings fromgbpervision carried out.”
The option for NBRM to exchange data with foreigipearvisory bodies is defing
in Article 38 of the Law on the National Bank oktlRepublic of Macedonia, an
also refers to the banks and the saving housegdéouim the country. Howeve
taking into consideration the existing legislatiamareholders, i.e. partners to {
saving houses of RM can be only domestic legalretdral entities. This limits th

limits the need for exchange of information withieign supervisory bodies on tf
manner of operations and supervision of the savinogses in RM. Simila
provisions exist in the Law on performing the faginey transfer service and t
Law on Foreign Exchange Operations, which reguthte fast money transfe
service, i.e. the currency exchange operations.fastemoney transfer service al
the currency exchange operations can be performigdby domestic legal entitig|
which were licensed by the National Bank. Therefahe need for exchange
information and data with foreign supervisory bed&limited with these entities.
The international cooperation, exchange of data gfdrmation between th

possibility for the foreign entity to be a sharetelpartner to the saving house, |.e.

}S

e

he
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supervisory bodies and foreign counterparts andtitistical data management {
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this type of cooperation is subject to regulatibthe relevant laws and bylaws.

(Other) changes sinc

e

the last evaluation

Recommendation 33 (Legal persons — beneficial owrsyr

Rating: Partially compliant

Recommendation  of The authorities should ensure that the legal fraorwallows for adequate
tF?gport MONEYVAL | 5ccurate and timely information on the beneficialnership and control of legad
persons.
Measures taken 0 Pyrsuant to Article 9, paragraph 1, item b) of AlMdL Law and as in the draft-Law
'Frenpleme”t _thel the entities within the frames of the CDD procedare obliged to identify th
ecommendation  of . . . . . .
the Report beneficial owner and to verify his/her identity bdsn the risk assessment.

Pursuant to Article 27, paragraph 1 of the Draft, lthe entities shall be bound
keep copies of the documents verifying the idemti clients or beneficial owner
on the conducted procedures for analysis of thenisior beneficial owners and f
the realized transactions or ongoing transactidrsn the client's records an
business correspondence for at least ten ya#ies the transactiorhas beern
carried out, i.e. calculated from the last tratisa incases of several transactid
constituting one whole.

The entities are obliged to make these documerddadle to the Office or th
supervisory bodies upon their request, in accomlavith Article 27, paragraph 9 ¢
the draft-Law.

(Other) changes sinc
the last evaluation

[¢)

Recommendation 35 (Conventions)

Rating: Partially compliant

Recommendation  of “The former Yugoslav Republic of Macedonia” shoinigplement all the provision
g‘eeport MONEYVAL | of the relevant international conventions it hatifred.

Measures taken t0 The Republic of Macedonia has ratified the follogvoonventions:

:;“p'eme”t dat ther 1. Criminal Law Convention on Corruption (CETS 173Jatified on 28.07.1999
thicggg?tn aton 9 entered into force on 01.07.2002 (Official Gazettehe Republic of Macedonia,

No 32/99);

2. Additional Protocolto the Criminal Law Convention on Corruption (Offic
Gazette of the Republic of Macedonia, No 83/05)

3. Civil Law Convention on Corruption (CETS 174)ratified on 29.11.2002

No 13/02);

4. Council of Europe Convention from 1990 on Lauimtg Search, Seizure af
Confiscation of Proceeds from Crime (CETS 141)tified on 19.05.2000, enters
into force on 01.09.2000 (Official Gazette of thephRblic of Macedonia, N
58/99);

5. The UN Convention (Palermo Convention) AgainsanBnational Organise
Crime and its Protocols — ratified on 28.09.200#fi¢al Gazette of the Republic g
Macedonia, No 70/04);

6. The UN Conventions Against Corruption, signediugust, 2005, and ratifie
03.2007.

7. European Convention on Mutual Assistance in @@diMatters (CETS 030) an
its Additional Protocol (CETS 099) — ratified on.28.1999, entered into force (
26.10.1999 (Official Gazette of the Republic of Mdaonia, No 32/99)

entered into force on 01.11.2003 (Official Gazettehe Republic of Macedonia
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7. Second Additional Protocol to the European Catiwa on Mutual Assistance i
Criminal Matters (CETS 182) — ratified on 24.06.20@fficial Gazette of th
Republic of Macedonia, No 44/03)

European Convention on the Transfer of SentencesbRe (CETS 112) — ratifie
on 28.07.1999, entered into force on 01.11.199¢di@f Gazette of the Republic of

Macedonia, No 32/99); Additional Protocol to ther&uean Convention on the

Transfer of Sentenced Persons (CETS 167) — ratdfie@8.07.1999, entered into
force on 01.06.2000 (Official Gazette of the Refmubf Macedonia, No 32/99);

10. European Convention on Extraditi@lr'S 024) and its additional Protocol (STE
086) and the Second additional Protocol (CETS 09@&ified on 28.07.1999 and

entered into force on 26.10.1999 (Official Gazettehe Republic of Macedonia,
No 32/99);

11. European Convention on the Transfer of Proogsdin Criminal Matters (ET$S
073) — ratified on 29.11.2004 (Official Gazettetloé Republic of Macedonia, No
49/04);

12. Convention on Cybercrime (CETS 185) — ratified 5.09.2004 (Officia
Gazette of the Republic of Macedonia, No 41/04);

13. Additional Protocol to the Convention on Cylmane concerning the
criminalisation of acts of a racist and xenophohature committed throug
computer systems (CETS 189) — ratified on 5 Jul§52QOfficial Gazette of thg
Republic of Macedonia, No 56/05);
14. Council of Europe Convention on Laundering,r8gaSeizure and Confiscation
of the Proceeds from Crime and on the Financingeoforism (CETS 198), ratified
on 27.05.2009, entered into force on 01.09.2009.
The ratified conventions are part of the natioregidlation. The internationa
documents are fully implemented in the new amendsntnthe laws within the
criminal domain.

o=

(Other) changes since
the last evaluation

Recommendation 40 (Other forms of cooperation)

Rating: Partially compliant

Recommendation  of In order to allow the widest range of cooperatithe MLPD should clearly b
g‘s ot MONEYVAL | entitled to exchange information also spontaneoaslg without the request of |a
P foreign body (as currently required by Art. 37 loé tAML Law).

11

Measures taken 0 The exchange of data and information with the aigbd bodies and organizations
implement ~ the| of other states, as well as with international nigation dealing with prevention ¢
Recommendation  of | deri d fi . ft . is I ith Articles 44 and 45
the Report money laundering and financing of terrorism is tatepd with Articles 44 an q
the AML Law, as follows:

= =

“Article 44
(1) The Office may conclude agreements for codfmravith authorised bodies
from third countries and with international orgatisns dealing with fight agains
money laundering and financing terrorism,
(2) The Office may, within the internationalooperation, request data a
submit the datareceived pursuant to this Law to the authorisedigs and
organisations of third countries, spontaneously ugron their request and ung
condition of reciprocity, as well as to inteipaal organisations dealing in fig
against money laundering and financing ternoris
(3) The request for exchange of data from thedmdnd organisatiomeferred to in
paragraph (2bf this Article should be clarified with thappropriate knownr
facts indicating money laundering andhaficing terrorism and the purpose
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which the requested data and information will beds

(4) The Office shall be bound to providé appropriate data and informati
upon the received request referred to in papdg(3) of his Law in accordanc
with the competences set out in this Law.

(5) The Office may refuse the request focchange of data referred to
paragraph (2) of this Article if it is contrary this Law or if it impedes the condu
of the investigation of another competent ssaithority or the criminal procedu
against the person on which data is requestedOfiiee shall be bound to elabora
the reasons for refusing the request.

authorised bodies from third countries for the pggs laid down with this Law arj
under the conditions set out by the body that pledithem.

obtaining their prior consent.
(8) The data and information provided on the basithis Article shall have th
capacity of a business secret.  (9) The Office mempest information from th
authorised bodies from third countries on the mamfieising the data it provide
pursuant to this Article.

Article 45
(1) The provisions of Articles 36, 37, 38 af@ of this Law will apply where

from another country will ask refusal or postponetrad a transaction.

(2) The request referred to in paragraph (1) o fiticle should be clarified an
should refer to the transaction related to moneyndaring and the refusal
postponement would be realised if the transaci@ubject to a domestic report fo
suspicious transaction.

Pursuant to Article 44, paragraph 2 of the AML Late Office is authorised t

(6) The Office shall be bound to use the data iafmrmation provided by the

(7) The Office may exchange data and informaticovioled by authorised bodigs
from third countries with the bodies competent tmduct investigations, afte

o (@

a
competent authority for prevention of money laenvty and financing terrorism
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exchange information also spontaneously and witttmitequest of a foreign body.
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Recommendation  of The MLPD should clearly be entitled to provide mfiation to foreign bodies an
the  MONEYVAL | grganisations which are involved in the fight agsifinancing of terrorism, and n¢
Report only to those which are dealing (exclusively ooalwith anti-money laundering.
Measures taken t0 The Office is authorised to conclude agreementsémperation and to exchan
implement —  the| 4ata and information with the authorized bodies amgnizations of other states,
Recommendation  of L . o . . . ;
the Report well as Wlth mternatlon_al organization deal_lngmnreventlon of money launderin
and financing of terrorism pursuant to Article gé&ragraphs 1 and 2 of the AM
Law, as follows:
“Article 44
(1) The Office may conclude agreements for coopmerawith authorised bodie
from third countries and with international orgaisns dealing with fight again
money laundering and financing terrorism,
(2) The Office may, within the international coogigon, request data and subr
the data received pursuant to this Law to the aisibe bodies and organisations
third countries, spontaneously or upon their refjuesd under condition @
reciprocity, as well as to international organisasi dealing in fight against mong
laundering and financing terrorism.
Recommendation of The AML Law should clearly entitle the MLPD to regqu data from foreigr
the  MONEYVAL | gythorities.
Report
Measures taken to Pursuant to Article 44, paragraph 2 of the AML Lahe Office is authorised t
g;'i'gm;”etn dation thgr request data and information from the authorizedigmand organizations of oth
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the Report

states, as well as from international organizatiealing with prevention of mone
laundering and financing of terrorism, i.e.:

“Article 44

the data received pursuant to this Law to the aigbo bodies and organisations
third countries, spontaneously or upon their refjuesd under condition g

laundering and financing terrorism.
(3) The request for exchange of data from the Isodiel organisations referred to
paragraph (2) of this Article should be clarifieithwthe appropriate known fac

requested data and information will be used.

Request Data
From Foreign FIU
27

34

24

Request Data
To Foreign FIU
28
94
93

2007
2008
2009

increased number of submitted STR by the entittethé Office during 2008 an
20009.

Recommendation
the
Report

MONEYVAL

0

f It should be clarified in the AML Law that in thase of a request of a foreig

already received, but also information which it deeto ask for from othe
authorities and the obliged entities. Furthermarechanisms should be in place
ensure a rapid, constructive and effective inteoral assistance, e.g. direct accq
to the relevant databases and obligations of doimesithorities to respond t
requests of the MLPD in due time.

Measures taken
implement
Recommendation

the Report

1
the
o)

b The manner in which the Office acts upon the retguaesthe authorised bodies a
[ with prevention of money laundering and financirfgterrorism, is regulated i
Article 44, paragraph 4 of the AML Law. Pursuantthis Article, the Office ig
obliged to provide all relevant data and informatiegarding the received requs
of the foreign FIU, in accordance with the compeé&snset out in the AML Law.

Furthermore, the “Procedure for dealing with retgmie$ a foreign FIU”, prepare
by the Office, defines more closely the mannerrofvjgling data requested by tf
foreign FIU and the terms within which the Officedbliged to provide those dg
and submit them to the relevant FIU.

reciprocity, as well as to international organisasi dealing in fight against money

indicating money laundering and financing terroriand the purpose for which the

The increased number of submitted requests fromOtfiee is a result from the

authority the MLPD is authorised to provide not ynhformation which it has

organisations of other countries, as well as ofitkernational organizations dealing

(2) The Office may, within the international coogitton, request data and submit
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Recommendation
the
Report

MONEYVAL

0

f A legal basis should be introduced to authorizeNiBM to cooperate with foreig
supervisors concerning the supervision of savingashks, exchange offices
service providers for fast money transfer.

Measures taken
implement
Recommendation

the Report

1
the
o)

b The option for NBRM to exchange data with foreigmpervisory bodies is defing
r in Article 38 of the Law on the National Bank oktlRepublic of Macedonia, an
also refers to the banks and the saving housegddéauim the country. Howeve
taking into consideration the existing legislatiamareholders, i.e. partners to {
saving houses of RM can be only domestic legalretdral entities. This limits th

possibility for the foreign entity to be a sharetelpartner to the saving house, |.e.

limits the need for exchange of information withieign supervisory bodies on tf
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manner of operations and supervision of the savingses in RM. Simila
provisions exist in the Law on performing the faxiney transfer service and t
Law on Foreign Exchange Operations, which reguthte fast money transfe
service, i.e. the currency exchange operations.fastemoney transfer service a
the currency exchange operations can be performigdby domestic legal entitig|
which were licensed by the National Bank. Therefahe need for exchange

information and data with foreign supervisory badlimited with these entities.

(Other) changes sinc

the last evaluation

F

Special Recommendation | (Implement UN instruments)

Rating: Partially compliant

Recommendation  of The requirements of the UN Conventions should bewed to ensure that “the
the  MONEYVAL | former Yugoslav Republic of Macedonia” is fully tieg all its obligations undef
Report them. Particularly “the former Yugoslav RepublicNdacedonia” should introduce
 alegal structure for the conversion of designasiamder S/IRES/1267(199P)
and its successor resolutions as well as S/IRES(2603);

» a comprehensive and effective system for freezitigout delay by all
financial institutions of assets of designated passand entities, including
publicly known procedures for de-listing etc.;

» a system for effectively communicating action takethe authorities under
the freezing mechanisms to the financial sectorRN&BP.

Measures taken 10 The Law on Restrictive Measures defines the proeefiu application of restrictive
:;“p'eme”t el measures and the institutions responsible for impfgation of the restrictive
ecommendation  of . . . .
the Report measures. This procedure provides for smooth imgheation of the foreseen
measures for persons included in the lists of titoand terrorist organisations.
As far as the delisting requests are concernedptibeedure is the same as in the
pronouncing and application of restrictive measures
According to the previous practice, no persons wegestered in RM from the lists
of terrorists and terrorist organisations for whtime economic measures or the
delisting requests would be implemented.
(Other) changes since
the last evaluation
Special Recommendation Il (Freeze and confiscatefrorist assets)
Rating: Non compliant
Recommendation  of A comprehensive system for freezing without dejaglbfinancial institutions of
g‘:port MONEYVAL | assets of designated persons and entities, inaupgirblicly known procedures for
de-listing etc. should be established. Thus, theluators recommend that |a
comprehensive set of detailed and generally applicaules for an administrative
procedure should be drafted and adopted, practjcah the conceptual base that
has already been provided by the Law on Internati&testrictive Measures.
Measures taken t0 The confiscation subject in the Republic of Macedas regulated with several
gﬂgm;@ndaﬁon thgr laws: The Law on Criminal Procedure, the Criminabd€ and the Law op
the Report Execution of Sanctions.
According to Article 97 of the Criminal Code, noeomay retain the direct or
indirect property gain acquired through a crimiaat. Furthermore, according to
Article 98, the property gain acquired from crinlia&ts and consisting of money,
movable or non-movable objects of value, as welhmg other property or assets,
material or non-material rights shall be taken adrayn the offender, and if the
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confiscation is not possible, other property shallconfiscated from the offender

which corresponds to the gained property. The @ahtTode regulates the mat
regarding the confiscation of the object which wased to commit the criminal ag
Within that context, Article 100-a prescribes timat one can keep the items th
were a result from the criminal activities. In aduh, it is foreseen that the iten
which were foreseen to be used, or were usedhfctiminal act, shall be take
away from the offender, regardless of the fact thay are his/her ownership or g
owned by a third person, if this is considereddarbthe interest of general securi
people's health or for moral reasons. The itemglwhiere used or were foreseen
be used for the criminal activity can be taken aifidlyere is suspicion that the on
might be reused for the criminal act. Nevertheldésss foreseen that items i
ownership of a third person shall not be taken awaless that person was awarg
was able and was obliged to know that those iteere wsed or were foreseen to
used for committing of the criminal act.

The Law on Criminal Procedure also prescribes gions that regulate th
property and items confiscation matter. Thereféwicle 485 prescribes that th
items, which pursuant to the Criminal Code havbeaaaken away, shall be tak
away even when the criminal procedure does nottriega a ruling which finds the

defendant guilty. In addition, it is prescribedttti@ property and the property gai

acquired with the committed criminal act is regethtex officio in the crimina
procedure. During the procedure, the court andther bodies, responsible for t
criminal procedure, are obliged to collect evidenmed to investigate th
circumstances important for the purposes of deditive property and the proper
gain. The Law on Criminal Procedure prescribes ipioms for confiscation o
property of a legal person and for determininguthieie of the confiscated proper
and property gain. Article 493-b of the mentioned prescribes a timeframe of }
days after the ruling becomes valid for realisatidrthe confiscation of propert
and property gain. The enforcement order is isdyethe court which adopted th
first instance ruling.

The Law on Execution of Sanctions has a specigbtelngertaining to execution ¢
the confiscation of the property and property gaml the taking away of item
Therefore, in Article 343 it is prescribed that thexson to whom the confiscation
the property and property gain was pronouncedptbperty and the gain, which |
owned in the time when the judgment became legalildvbe seized from him. It i
prescribed that, when executing the confiscatiba,dbject of confiscation will b
the property and the property gain, which accordmghe Law on Execution af
not excluded from the execution if it is not disetly provided with this law. In
addition, this Law prescribes the actual and Igaasdiction for execution of thg
confiscation, the execution of the confiscation forlegal entity. The Law o
Execution of Sanctions regulates also the mattgripéng to the seizure of item
Therefore, it is prescribed that the valid decisd@geording to which the items th
were used or where indented to be used for conmyitticrime or were produced

a result of the committed crime will be executedioyy competent court in the way

as it is determined in the decision itself, by d®ghg or by concession of the iterj
to a state body or by selling of the items or bydiag over the items to approprig
museum if, taking into consideration the natur¢hefitems, are not intended to

an object of trade.

The new Draft-CC incriminates the confiscation afedt and indirect property

gain, thus clearly defining these terms.

With Article 12, of the Draft Law CC, following theurrent Article 97, a new

Article is added, 97-a, which reads as follows “@xpation of direct property
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gain”, a new legal provision, which apart from thenfiscation of indirect
property gain also foresees confiscation of dipgoperty gain from the offender,
which consists of the following: according to paegzh 1 — it is the property into
which the proceeds from the criminal act was tramséd; according to paragraph
2 —the property into which the proceeds from thmicral act were transformed;
according to paragraph 3, the property gained flegal sources shall be
confiscated from the offender if the proceeds ftbmcriminal act are associated
fully or partially, with such property, up to thesessed value of the associate
gain resulting from the criminal act, and accordingirticle 4 — the confiscation
of direct gain includes the income or other proseeesulting from the gain
acquired from criminal acts, from the property ihigh the proceeds from the
criminal act were transformed, or from propertywhich there are associated
proceeds from the criminal act, up to the estimatde of the associated value
from the criminal act.

In Article 98, paragraph is changed so that it misfines the content of the
property as well as other items representing pdsefom criminal acts;
therefore, pursuant to this article, the direct amtirect property gain acquired
with the criminal act and consisting of money, maeaor non-movable items of
value, as well as any other property or assetsnmahbr non-material rights, shall
be confiscated from the offender, and if that cegdtion is not possible, anothe

property corresponding to the value of the acqumexteeds shall be confiscated

from the offender.

The new legal provision in paragraph 2 of Article @escribes that the indirect
and direct property gain shall be confiscated fttbird parties for whom it was
acquired through the criminal act. In addition, quant to paragraph 3 of this
Article, the property gain referred to in paragrgfih shall also be confiscated
from persons to whom it was transferred if it isviolis that there was no
compensation corresponding to the value of the iemdjyproperty gain or from
third persons if they cannot prove that there wasgpropriate contribution for
the item or the property corresponding to the vaiuthe acquired property gain.
Regarding the subjective side, the words in pamgr “notwithstanding that
they did not know, nor could they have known, narevthey obliged to know,
that they have been gained though crime” are dklete

Recommendation
the
Report

MONEYVAL

0

f

All the institutions should be given clear useeiffiilly guidance and instructior
concerning their rights and obligations under theezing mechanisms, such as

the case of errors, namesakes or requests for exifig and for access for basi

expenses.

Measures taken
implement
Recommendation

the Report

1
the
o)

f

b The adoption of the amendments to the Criminal Cadeigve from the need fd

harmonisation of the confiscation matter with theest international standards
this domain. Furthermore, the amendments to thi bae proposed so as
overcome the weaknesses of the existing provisignish were a reason for if
non-implementation in the current practice in thep&blic of Macedonia. One (
the key reasons for adoption of this Law is theoatiction of the expande
confiscation in our penal legislation. This is astitute being applied in the modg
European legislation in terms of dealing with oiigad crime. In addition, anothg
reason for adoption of this Law is the harmonisatitith the UN Conventior
against corruption as regards the inclusion ofva agminal act "lllegal acquiring
and covering up of property".
The existing legal gap in our legislation regarding indirect property gain is no
filled in with Article 11 of the draft Law. The nedrticle 97-a is added, where it

eI
N

W
Is

82



prescribed that apart from the indirect propertingthe direct property gain sha
also be confiscated from the offender of the crahimct. The definition for direg
property gain is harmonised with the ConventionLaandering, Search, Seizu
and Confiscation of Proceeds from Crime.

The key decisions referred to in Article 12 of thraft Law relate to the confiscatidg
from third parties. In addition, it is foreseen ttlthe property gain shall also |
confiscated from third persons, as well as fronspes to whom it was transferrg
if it is obvious that there was no compensatiorresponding to the value of t
acquired property gain or if the third persons cdnprove that there was 4
appropriate contribution for the item or the praperrresponding to the value
the acquired property gain.

The most significant novelty of the Law is the outuction of the so-calle
expanded confiscation. This was realised with Aetit3 from the draft Law with
the introduction of the new Article 98-a. Withinathcontext, the standards of t
already elaborated Framework Decision of the Ewnp€ouncil from 2005 ar
fully implemented. The new Article 98-a prescribesnditions for expande
confiscation, i.e. cases involving confiscationpobperty gained within a defing
timeframe before the ruling determined by the codepending on th
circumstances of the case. In accordance with ritexnational standards, it wi
accepted that this period shall not be longer thagears before the act w
committed, when there is reasonable doubt that & result from that act or fro
similar acts and for which the offender cannot prthat they were legally acquire
In addition, this Article also contains provisidies confiscation from third person
as well as that the stated property is confiscdtesh family members or thirg
persons to whom it was transferred if it is obvithigt there was no compensati
which corresponds to its value.
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Recommendation | The examiners recommend

of the| « establishment of an effective system for implentientavithout delay by al
MONEYVAL financial institutions in this field, together witthe provision of clear an
Report publicly known guidance concerning their responigies;

» create and/or publicise procedures for consideride-listing requests an
unfreezing assets of de-listed persons;

« create and/or publicise a procedure for unfreezim@ timely manner the fung
and assets of persons inadvertently affected byfrdezing mechanism upg
verification that the persons is not a designatetspn;

« clarify the procedure for authorising access todsfassets that are frozen a
that are determined to be necessary on humanitagieounds in a manne
consistent with S / Res / 1452 (2002);

» create and/or publicise the procedure for courtieswof freezing actions

« consideration and implementation of relevant paftthe Best Practice Paper,

Measures taken 10 The Law on Restrictive Measures defines the praeefitw application of restrictive
'l'?“p'eme”t el measures and the institutions responsible for impleation of the restrictiv
ecommendation  of . . . .

the Report measures. This procedure provides for smooth imgheation of the foresee

measures for persons included in the lists of testoand terrorist organisations.
As far as the delisting requests are concernedptibeedure is the same as in {
pronouncing and application of restrictive measures
According to the previous practice, no persons weggstered in RM from the list

delisting requests would be implemented.

of terrorists and terrorist organisations for whitte economic measures or {
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(Other) changes sinc

83



the last evaluation

Special Recommendation V (International Cooperatioh

Rating: Partially compliant

Recommendation
the
Report

0

MONEYVAL

f

Arrangements for coordinating seizure and configeratction with other countrie

should be established. Consideration should alsgilen to establishment of an

asset forfeiture fund as well as to sharing of matted assets with other countries

when confiscation is a result of coordinated lafoecement action.

Measures taken
implement
Recommendation

the Report

1
the
o)

D

f

Pursuant to the recommendations, the Republic otedania has foreseen

provisions in the text of the new Draft Law CC tiglg to the expande
confiscation according to which, from the offenddra criminal act committe
within the frames of a criminal association realisproperty gain and for which
sentence with prison is foreseen of at least 4syeerwell as a criminal act relati
to terrorism referred to in articles 313, 394-a4-B9and 419, and for which
sentence with prison with duration of five yearsfaseseen or a more seve

penalty, or is related to the criminal act monaynidering for which a sentence with

prison of at least four years is foreseen, the gntgpshall be confiscated which w

acquired during the timeframe before the rulingedeined by the court depending

on the circumstances of the case, but no longer filka years before the act w.
committed, when based on all circumstances theme&asonable doubt that it
exceeding the legal proceeds of the offender aradrissult from such act (Articl
98-a, paragraph 1).

Also, the property referred to in paragraph (1)Aoficle 98-a is foreseen to 4

confiscated from third persons for whom it was aegliwith the committing of the
criminal act (Article 98-a, paragraph 2). In adufiti it is foreseen that the proper

referred to in paragraph (1) of this Article shb# confiscated from the fami
members of the offender to whom it was transfexsden it is obvious that ther
was no compensation corresponding to its valueoon third persons provided thg
cannot prove that they made a compensation whinotegmonds to the value of tl
item or the property (Article 98-a, paragraph 3).
The Assembly of the Republic of Macedonia, on 2y 2008, adopted the Law g
Management with Confiscated Property, Property &aand Seized Items i
Criminal and Misdemeanour Procedure (Official Gezatf RM No 98 from
04.08.2008), which regulates the management andjeusd the temporar
confiscated property, property gains and the temposeized items with a vali
court ruling in criminal and misdemeanour procedasewell as the establishme

jurisdiction, management, and other issues relatddthe operations of the Agen¢

for Management with Seized Property.

The Agency for Management with Seized Propertyegistered in the Centr
Registry on 31 March 2009, when it officially commeed the realisation of it
activities. Regarding the available funds, the Agewas provided with its ow
budget, and has commenced the activities regattmgreparation of the financi
projections till 2012. The Agency for Managementhwieized Property consists
a Steering Board and Director of the Agency. Witthia frames of its competencg
the Agency manages confiscated property, propedin gnd seized items,

accordance with the court and the competent adyharianages the temporary

confiscated property, property gains and the tearyoseized items, for th
purposes of protecting their value, conducts thecguure for confiscation ¢
property and property gains, keeps and stores ¢fimed property, makes th
respective evaluation, keeps records of the oveeilted property, sells it, ar
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performs other activities in accordance with thewlL#dArticle 6, Law on
Management with Confiscated Property, Property &aand Seized Items i
Criminal and Misdemeanour Procedure).

As regards the previous results from the operatajrtee Agency, the Agency fq
Management with Seized Property collects data digguthe seized property as
the adoption of the Law on Management with Confsddroperty, Property Gair
and Seized Items in Criminal and Misdemeanour Rhaee and before it
adoption; in addition, diverse plans and projeas being elaborated so as
achieve operational functionality in the legal, m@mical, operational domain, §
well as in the domain covering the planning, infatits and international activity.
Within the frames of the international activitiéhe Agency for Management wit
Seized Property has established contacts with teney for Confiscated Proper
in Bulgaria, during which a cooperation was estdigld with exchange of opiniof
and experiences; the Agency was also provided wiittien materials which coul
be used within the frames of its legal authorisetiorhe Agency also has continy
cooperation with the Italian Agency for Confiscateperty.

The provisions from the ratified conventions aneclly applied.

Recommendation
the
Report

0

MONEYVAL

f Because financing of terrorism is insufficientlyntinalised in the current domest
legislation, the requirement of dual criminalityr fextradition would mean that n(
all kinds of terrorist financing offences would ddraditable and the same refers
money laundering cases below the threshold of diffieially declared monthly
salaries. As a consequence, the deficiencies in ctiminalisation of money
laundering and terrorist financing as described an&ection 2.1 and 2.2 may pd
a significant obstacle to executing extradition uegts.
recommendations as described under 2.1 and 2.%appl

Measures taken
implement
Recommendation

the Report

1
the
o)

b The new Law Amending and Consolidating the Law oimihal Procedure does
not foresee changes in the part pertaining to ttoeguure for extradition of
accused and convicted persons. Taking the previoigs consideration, the
extradition procedure is realised in accordancehwite legal provisions
prescribed in the Law on Criminal Procedure (O#ficbazette of RM No 15 from
07.03.2005, which are in compliance with the EusspeConvention on
Extradition and its protocols, as well as with titker international agreements
ratified in compliance with the Constitution of tRepublic of Macedonia (Article
559). According to the presumptions for extraditithie person whose extradition
is requested not to be a citizen of the Republidviafcedonia (Article 560,
paragraph 1), the crime for which there is a refjfi@s extradition not to be
committed on the territory of the Republic of Maceih, against it or against its
citizen (Article 560, paragraph 2), the crime fohigh there is a request for
extradition to be a crime both according to the dstic law and the law of the
country in which it has been committed (Article 5@@ragraph 3), according to
the domestic law the criminal prosecution not toobsolete or the execution of

f

an accused (Article 560, paragraph 4), the foreigwhose extradition is
requested not to be convicted before by the domestirt for the same crime, or
for the same crime by the domestic court not toebeased with a legally valid
decision, or against him the criminal procedure twtbe interrupted or the
prosecution not to be rejected with a legally vaeétision, or for the same crime
procedure not to be initiated in the Republic ofdeidonia or against it or against
a citizen of the Republic of Macedonia, unless argntee is not issued for

the punishment not to be obsolete before the foezigs detained or examined as
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realisation of the lawful property request of tteréged (Article 560, paragraph

85



5), the identity of the person, whose extraditienréquested to be determined
(Article 560, paragraph 6), and there to be sugfitievidence for a grounded
suspicion that the foreigner, whose extraditiomeguested, committed certain
crime or that there is a legally valid verdict (ke 560, paragraph 7).

Hence, and having in mind the recommendations©@M®NEYVAL report, the
extradition of accused or convicted persons isi@&mut in accordance with the
provisions of the national legislation which does differentiate between the
type of criminal act, but the prescribed legal dbads in the Law on Criminal
Procedure clearly point out that the extraditioagedure for terrorism financing
is realized in the same manner for all criminasact

Recommendation  of In order to allow the widest range of cooperatithe MLPD should clearly be

g‘s ot MONEYVAL | entitled to exchange information also spontaneoasig without the request of |a
P foreign body (as currently required by Art. 37 loé tAML Law).

Measures taken 0 The exchange of data and information with the aigbd bodies and organizations

implement ~~the| of other states, as well as with international nization dealing with prevention of

Recommendation  of . . . . . . .

the Report money laundering and financing of terrorism is tatgd with Articles 44 and 45 of

the AML Law, as follows:
“Article 44

(1) The Office may conclude agreements for coomratith authorised bodies
5t

from third countries and with international orgaisns dealing with fight again
money laundering and financing terrorism,

(2) The Office may, within the international cooggon, request data and submit

the data received pursuant to this Law to the aisbd bodies and organisations
third countries, spontaneously or upon their refjuesd under condition @

reciprocity, as well as to international organisasi dealing in fight against money

laundering and financing terrorism.
(3) The request for exchange of data from the Isodi&l organisations referred to
paragraph (2) of this Article should be clarifieithwthe appropriate known fac

requested data and information will be used.
(4) The Office shall be bound to provide all apprate data and information updg
the received request referred to in paragraphf(8)i® Law in accordance with th
competences set out in this Law.
(5) The Office may refuse the request for exchasfggata referred to in paragraj
(2) of this Article if it is contrary to this Lawrdf it impedes the conduct of th
investigation of another competent state authanitthe criminal procedure again
the person on which data is requested. The Offiedl $e bound to elaborate tl
reasons for refusing the request. (6) The Officalldte bound to use the data 4
information provided by the authorised bodies fritwind countries for the purposs
laid down with this Law and under the conditions @&t by the body that provide
them.
(7) The Office may exchange data and informatioovioled by authorised bodig

from third countries with the bodies competent tinduct investigations, afte

obtaining their prior consent.

(8) The data and information provided on the bas$ithis Article shall have th

capacity of a business secret.

(9) The Office may request information from the reuitsed bodies from thir

countries on the manner of using the data it pexvigursuant to this Article.
Article 45

(1) The provisions of Articles 36, 37, 38 and 39thiE Law will apply where a

of
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from another country will ask refusal or postponatrd a transaction.

(2) The request referred to in paragraph (1) of thiticle should be clarified an
should refer to the transaction related to monemdaring and the refusal
postponement would be realised if the transac@ubject to a domestic repg
for a suspicious transaction.”

Drt

Recommendation  of The MLPD should clearly be entitled to provide mfiation to foreign bodies and
the  MONEYVAL | grganisations which are involved in the fight agaifinancing of terrorism, and not
Report . . . . . .
only to those which are dealing (exclusively ooalwith anti-money laundering.
Measures taken to The Office is authorised to conclude agreementémperation and to exchange
'g:i'gm;rgn dation thgr data and information with the authorized bodies amynizations of other states, [as
the Report well as with international organization dealinglwiirevention of money laundering
and financing of terrorism pursuant to Article fé&ragraphs 1 and 2 of the AML
Law, as follows:
“Article 44
(1) The Office may conclude agreements for coo@ratith authorised bodies
from third countries and with international orgatisns dealing with fight againsgt
money laundering and financing terrorism,
(2) The Office may, within the international cooggon, request data and submit
the data received pursuant to this Law to the aisbd bodies and organisations|of
third countries, spontaneously or upon their regumsd under condition gf
reciprocity, as well as to international organisasi dealing in fight against money
laundering and financing terrorism.”
Recommendation of The AML Law should clearly entitle the MLPD to requ data from foreign
the  MONEYVAL | guthorities.
Report
Measures taken o Pursuant to Article 44, paragraph 2, the Officeaighorised to request data and
implement ~the| jhformation from the authorized bodies and orgaivns of other states, as well ps
Recommendation  of ¢ international organizations dealing with pnetien of money laundering and
the Report . . . .
financing of terrorism, i.e.:
“Article 44
(2) The Office may, within the international coogitton, request data and submit
the data received pursuant to this Law to the aigbd bodies and organisations|of
third countries, spontaneously or upon their regumsd under condition gf
reciprocity, as well as to international organisasi dealing in fight against money
laundering and financing terrorism.
(3) The request for exchange of data from the Isodi&l organisations referred to|in
paragraph (2) of this Article should be clarifiedthwthe appropriate known facts
indicating money laundering and financing terroriand the purpose for which the
requested data and information will be used.
Requested Data Request Data
From Foreign FIU To Foreign FIU
2007 27 28
2008 34 94
2009 24 93
Recommendation  of |t should be clarified in the AML Law that in thase of a request of a foreign
g‘:port MONEYVAL | quthority the MLPD is authorised to provide not ynhformation which it has

already received, but also information which it deeto ask for from othe
authorities and the obliged entities. Furthermarechanisms should be in place
ensure a rapid, constructive and effective inteoral assistance, e.g. direct accq

to the relevant databases and obligations of doimesithorities to respond t
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requests of the MLPD in due time.

1
the

Measures taken
implement
Recommendation

the Report

of

b The manner in which the Office acts upon the retgueisthe authorised bodies a

with prevention of money laundering and financirfgterrorism, is regulated i
Article 44, paragraph 4 of the AML Law. Pursuantthis Article, the Office ig
obliged to provide all relevant data and informatregarding the received requg
of the foreign FIU, in accordance with the compe&anset out in the AML Law.

Furthermore, the “Procedure for dealing with retgmie$ a foreign FIU”, prepare
by the Office, defines more closely the mannerrolvjgling data requested by tf
foreign FIU and the terms within which the Officedbliged to provide those dg
and submit them to the relevant FIU.

Recommendation
the MONEYVAL
Report

0

[ A legal basis should be introduced to authorizeNtBM to cooperate with foreig
supervisors concerning the supervision of savingashs, exchange offices
service providers for fast money transfer.

1
the
o)

Measures taken
implement
Recommendation

the Report

P The option for NBRM to exchange data with foreigmpervisory bodies is defing
r in Article 38 of the Law on the National Bank oktiRepublic of Macedonia, arn
also refers to the banks and the saving housegdéauim the country. Howeve
taking into consideration the existing legislatiamareholders, i.e. partners to {
saving houses of RM can be only domestic legalreatdral entities. This limits th

limits the need for exchange of information withieign supervisory bodies on tf
manner of operations and supervision of the savingses in RM. Simila
provisions are contained in the Law on Foreign Excje Operations and the La
on Fast Money Transfer Service, where it is stigaahat the currency exchan
operations, i.e. the fast money transfer serviba$§ be carried out only by domest
legal entities.

(Other) changes sinc
the last evaluation

[¢)

Special Re

commendation VI (AML requirements for mory/value transfer services)

Rating: Partially compliant

Recommendation
the MONEYVAL
Report

0

[ The authorities should implement requirements latien to Recommendations
11, 13-15 and 21-23 in the MVT sector.

1
the

Measures taken
implement
Recommendation

the Report

of

the entities, i.e. the AML Law imposes equal conmeitts for all entities.
Apart from the other commitments, the AML Law, imtile 21 and 27, imposes
special obligation for the fast money transfer seryproviders:

“Article 21
(1) Entities which, within the frames of theiocation or profession perfor
fast money transfer, in addition to the other messuprescribed by this Law, sh
be bound to determine the identity of the cligmg $ender and the beneficial ow
prior to each transaction exceeding the amounti® 2,500 in denar counter-valu
(2) The entities referred to in paragraph (1)hig Article of this Law shall be boun
to record all data determined in Article 10 of thisw in chronological order in
numbered register signed by the responsible pénsive company.

Article 27
(5) The register referred to in Articles, 201, 22 and 23 of this Law sh
compulsory b e kept for at least ten years fromahkeregistered data.”
Pursuant to the AML Law, the fast money transfevise providers are defined
financial institutions which are obliged to appliet measures and activit
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prescribed by law, i.e. comply with its provisioitence, all measures and activit

stipulated with the Law refer to these entities,iolthare obliged to perform |:
identification and verification of the client andiet beneficial owner, increased
analysis of the clients which according to AML alefined as clients with higher

risks of money laundering and terrorism financikeeping the data in accordan
with the timeframes foreseen with the Law, ideatifion of suspicious transactior

appropriate notification of the Office, establisimef programmes for AML/TF,

provision of data confidentiality.
The licensing and registration of entities actilsgfast money service providers

performed by the National Bank of the Republic ofadddonia, where the
conditions for issuing the requested license by NB&e clearly defined. The fas
money transfer service provider is a trade compagystered in the Republic of
Macedonia which was issued a licence from the NBRMperforming the fast

money transfer service and a bank which was isausmhsent from the NBRM fqg
performing the fast money transfer service. Therlging process commences W

fulfilment of the conditions stipulated in Articlés 7 and 7-a of the Law on Fast

Money Transfer Service. Article 6 prescribes cdndi for obtaining a license fq

performing the fast money transfer service. Onehef conditions states that no

misdemeanour sanction, i.e. a penalty for perfogntire profession, activity or dut

is pronounced against the responsible person amcethployees of the servi¢

provider. In addition, part of the procedure fssuing the license for performin
the fast money transfer service consists of prejparaof a Programme fo
prevention of money laundering which thoroughly lakps the measures ai
activities to be undertaken by the provider in ortte detect and prevent mon
laundering.

The fast money service providers are obliged tdoper identification of the clien
and verification of his/her identity before commigmgc the business relation
Within that context, they collect data on the naanel surname of the custom
Personal ID No in case of domestic natural pergopassport number in case

business relations with a foreign natural persamsi@ant to Article 21 of the AML

Law, these entities, apart from the other measstipslated by Law, shall be bour
to determine the identity of the client, the seraled the beneficial owner prior
each transaction exceeding the amount of EUR 2i5@fenar counter-value. Th
fast money service providers shall be obliged tepkspecial registry for theg
transactions.
Pursuant to Article 46 of AML Law, these institut® are subject to supervisig
performed by the National Bank. The supervisiorpésformed by the Nationa
Bank based on Article 28 to 35 of the Law on Fasinkly Transfer Service. Th
supervision can be direct (based on the obtaingort®in NBRM) and indirect ir
the premises of the fast money transfer serviceigeo. The indirect supervisio
covers control over the implementation of provisiamf the afore-mentioned La
and the bylaws deriving from it. Within the framet the supervision, the fa
money transfer service providers are controlleteims of the implementation ¢
the legal provision which regulate the preventidnnmney laundering in thi
domain (programme and procedures for prevention madney laundering
identification of customers, tracking the suspisidtansactions, data keeping 4
submission of reports to the Office for preventioh money laundering an
financing terrorism, the existence of appropriatgistry, training of employee
etc.)/ Apart from preventing money laundering, gupervision also controls th
payments on the basis of fast money transfer throspecial accounts, th
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settlements with the global system, centralisatifndata from the performed
transactions fast money transfer, monthly repagswell as the manner of keepipg
the accountancy and realisation of the companyésrial revision.
Recommendation  of The sanctioning system for infringements of the Ay requiring court decisions
tF?Sport L via application of the supervisory authorities @ tcomplicated and does not wark
in practice as no sanctions have been imposed sdtfghould be amended fo
provide for an effective sanctioning regime.
Measures taken to Pursuant to Article 54 of AML Law, the competentudoshall decide on the
gﬂgg%ﬁn dation thﬁr misdemeanours prescribed in Articles 49, 50, 515hdf this Law in a procedure
the Report prescribed by law. Furthermore, Article 53 providfes an opportunity for
settlement.
Within the period from 30.10.2008, as of the admptiof the Rulebook for
inspection supervision procedure (Official Gazetfe RM 137/08)), inspection
supervision was performed over the following eetiti
-Banks-2
-Currency exchange offices-22,
-Saving houses-1,
-Insurance companies-2,
-Casinos-2.
From the aforementioned supervisions, 22 noticesre wpronounced, 68
misdemeanours were determined of which 4 settlesnemte realised with total
value of MKD 5.050.030, 2 requests were submittedrfitiation of misdemeanoyr
procedures, whereas the remaining supervisionsreyeing.
(Other) changes since
the last evaluation
Special Recommendation VII (Wire transfer rules)
Rating: Non compliant
Recommendation  of Criterion VII.1 is only covered for transactionsceeding 2 500 EUR in MKD
the  MONEYVAL | aquivalent. Moreover, there are two pieces of latjisn regulating the same issue
Report in different ways. The overlap of these two piesfelegislation is significant and
could lead to confusion concerning application. i thus recommended to
harmonise these provisions and to bring them i Kmith the requirements of
criterion VII.1.
Measures taken 0 The Draft-Law shall provide for full acceptancetioé special recommendation bath
g@gmr‘?{‘etndaﬁon thﬁr in terms of the minimum amount over which the ralgvmeasures and activities
the Report shall be undertaken and in terms of the remainaagssary criteria. After adopting
the amendments, the bylaws shall be accordinglyndete for the purposes of full
harmonisation.
Recommendation  of Financial institutions should be required to inctudull originator information in
the  MONEYVAL | the message or payment form accompanying crosebondre transfers of
Report 1 000 EUR/USD or more.
Measures taken to The Draft-Law introduces additional commitmentsatielg to the cross-border wire
implement ~the| yransfers. Article 12-g imposes the following cortment for the financial
Eicg?rgftndat'on % institutions:
P “(1) The financial institutions are obliged, in easof payment of an amount higher
than EUR 1000 in denar counter-value accordindgpéontiddle exchange rate of the
National Bank, for the purposes of cashless tranelieough the national qgr
international payment operations, to identify andrify the identity of the
instructing party, i.e. provide data on the namd amrname, i.e. the name of the

90



instructing party, the address or date and pladairtif, identification number an
account number.
(2) The financial institutions acting as agentshia cashless transfer for amounts

of the National Bank, in the international paymemerations, are obliged
forward the data on the instructing party refet@th paragraph 1 of this Article
the financial institution which shall realise thartsfer.

(3) While realising the payments of cashless tenmssih amount of more than EU
1000 in denar counter-value, the financial institag are obliged, within the framg
of their internal acts, to determine the mannerpfaceeding with transfers lackir]
in part of the data referred to in paragraphs 12aafithis Article.

(4) The financial institutions referred to in paragh 3 of this Article can limit o

i.e. forward data foreseen with paragraphs a aofdfas Article.

(5) The provisions from this Article do not referthe following types of transfers;
- Using credit cards for withdrawal of funds fronmbank account or through PQ
terminals and payments in the retail trade
- Transfers and settlements in which both the ulesimg party and the receivin
party are banks which realise the transfer in oamalf and account.”
The Draft-Law shall provide for acceptance of thecial recommendation in tern|
of the minimum amount over which the relevant measwand activities shall b
undertaken.

more than EUR 1000 in denar counter-value accorttirte middle exchange r?e

terminate the business relations with the finaniaistitutions which do not provide
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Recommendation  of The authorities should introduce legal requiremenitsfinancial institutions that
the — MONEYVAL | the originator information in the message or payhferm accompanying domestic
Report wire transfers is meaningful and accurate.
Measures taken 10 This recommendations is implemented with the piowis from the Draft-Law, the
:;“P'eme”t e introduction of the new Article 12-g.
ecommendation  of
the Report
Recommendation  of Each intermediary and beneficiary financial institun in the payment chain shou|d
the ~ MONEYVAL | he required to ensure that all originator informati that accompanies a wite
Report transfer is transmitted with the transfer.
Measures  taken 1 The Draft-Law introduces additional obligationstpéting to the cross-border wire
:;“p'eme”t e transfers, in terms of the commitment originatdioimation that accompanies|a
ecommendation  of . : : i i i [
G e wire transfer. Article 12-g imposes the followicgmmitment for the financial

institutions:
“(1) The financial institutions are obliged, in easof payment of an amount high
than EUR 1000 in denar counter-value accordingpgoniddle exchange rate of t
National Bank, for the purposes of cashless tranffieough the national g
international payment operations, to identify andrify the identity of the
instructing party, i.e. provide data on the namd smrname, i.e. the name of t
instructing party, the address or date and pladairti, identification number an
account number.

of

(2) The financial institutions acting as agentshie cashless transfer for amountg
more than EUR 1000 in denar counter-value accortirthpe middle exchange r

the financial institution which shall realise thartsfer.
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of the National Bank, in the international paymemnterations, are obliged to
forward the data on the instructing party refet@th paragraph 1 of this Article to

(3) While realising the payments of cashless tenssih amount of more than EUR
1000 in denar counter-value, the financial institag are obliged, within the frames
of their internal acts, to determine the mannerpfaceeding with transfers lacking



in part of the data referred to in paragraphs 12aafithis Article.
(4) The financial institutions referred to in paragh 3 of this Article can limit o

i.e. forward data foreseen with paragraphs a apfdtfas Article.

(5) The provisions from this Article do not referthe following types of transfers;
- Using credit cards for withdrawal of funds frombank account or through PQ
terminals and payments in the retail trade
- Transfers and settlements in which both the ulesimg party and the receivin
party are banks which realise the transfer in oammalf and account.”

Recommendation
the MONEYVAL
Report

0

f The sanctions regime concerning SR VII has sewgéitiencies and has nev
been applied in practice. It is recommended to airtée sanctions regime of th
AML Law. The same applies for the sanction regimpravided for by the “Law o
Fast Money Transfer” for infringements of the “Dsicin on amendment to th
Decision on the manner of keeping records for edabt money transfe
transaction”.

1
the
o)

Measures taken
implement
Recommendation

the Report

b The non-compliance with the provisions from the AMlaw calls for responsibility
for committed misdemeanours stipulated in artich€s:50, 51 and 52.

According to the draft Law, the non-compliance witle provisions referred to i
Article 12-g, calls for misdemeanour liability pust to the amended articles 4
50, 51 and 52.

The new AML from 2008, foresees a great number demeanours in case
non-compliance with the provisions of this Law alstating to the operations of tk
fast money transfer service providers.

f

(Other) changes sinc
the last evaluation

Special Recommendation VIII (Non-profit organisatians)

Rating: Non compl

iant

Recommendation o
the MONEYVAL
Report

F A formal review of the current legislation coveritie non-profit sector should b
undertaken from the point of view of the threatshie sector inherent in terroris
financing, in line with SR VIII and its Interpretag Note. It is then recommend
that the authorities review the existing systetawt and regulations in this field g
as to assess themselves the adequacy of the clegaitframework according t
Criterion VIII.1. Consideration should also be given such a review to effecti
oversight of the NPO sector, the issuing of guigatacfinancial institutions on th
specific risks of this sector and considerationbither and how further measur
need taking in the light of the Best Practices Pafpe SR.VIII. In particular,
ongoing programme verification and field audits sldobe considered in identifig
vulnerable parts of the sector. Consideration et be given to ways in whig
effective oversight of the NPO sector can be aeliéw the context of SR.I.

1
the

Measures taken
implement
Recommendation

the Report

of

b The development of the civil sector is very impottgor the fundamentg
democratic plural values of a country, as wellastiie purposes of raising the ci
awareness for a wider social engagement.

The basic guarantees for actions of the citizes®oeiations and foundations 4
regulated with the Constitution of the Republic Macedonia and the Law @
Associations of Citizens and Foundations.
Pursuant to the Law on Associations of Citizens Bodndations (Official Gazett
of RM No 31/1998 and 29/2007), the citizens mayelfreassociate funds ¢
establish own associations for accomplishing ecanomocial, cultural, sport

scientific, professional, technical, humanitari@ducational and other rights al

92

terminate the business relations with the finaniaistitutions which do not provide

n
19,

ne
h
e

of
e

\re

n

e

=

nd



beliefs. This Law encourages the development ofdi# sector, regulates the

manner, the procedure and conditions for their béistament, registration
operations and termination.

The associations of citizens and funds are the basic forms of non-profit

organisations, whose existence is connected wighasociation of citizens (
associations) or of funds (in foundations) mairdy rfealising the statutory-defing

objectives, rights, interests and beliefs. Theasasions of citizens and foundations
may not engage in political activities or use itads for realisation of the political

parties' objectives, and their programmes and @&etaannot be directed toward
violent overthrowing of the Republic's constitumrder; incitement and call fq
military aggression; enhancement of national, taeiad religious hatred g
intolerance.

The amendments to the Law on Associations of Giizend Foundations froi
March 2007 have harmonised the provisions for tegfien of associations d
citizens and foundations with the Law on Single Wdw System and Managemsg
with the Trade Registry and the Registry of Othegal Entities, i.e. instead in th
basic courts, the associations of citizens and dations are registered in tf
Central Registry of the Republic of Macedonia.
The Ministry of Justice undertakes activities tayrgale the legal frame throug

adoption of a new Law on Associations of Citizemsl &oundations. For that

purpose, a task force was established which inslualgart from the representatiy
of the responsible ministries, representatives fthencivil sector and the scientif

community. The key legal changes relate to thesipdisy for establishment of

associations of citizens by legal entities, enaplthe realisation of econom
activities and introduction of the status of orgations of public interest.

The current number of registered citizens’ orgaioga in the Republic o
Macedonia is about 6.000.

Aware of the importance of the democratic expressithe efficiency ang
skilfulness of the associations of citizens, thev&oment of the Republic g
Macedonia on its session held on 23 January 20@pted a Strategy fg
Cooperation of the Government with the Civil Seatéth an Action Plan for its
respective realisation (2007-2011). The main objeatf the Strategy is promotid
of the cooperation of the Government and the mriestvith the civil sector.
The first step in terms of institutionalisationtbe cooperation of the Governmg

and the civil sector included establishment of lthét for Cooperation with Nont

Governmental Organisations in the Department forliciPo Analysis and
Coordination in the General Secretariat of the Guvent of the Republic g

Macedonia in 2005. The main responsibility of thaitJor Cooperation with Nont

Governmental Organisations is coordination of thecess for implementation ¢
the Strategy, as well as a periodical assessmentatification of the Governmer
on the manner of Strategy implementation. The dssists the cooperation betwe
the ministries and other state administration todigth the civil sector and h4
established an internal (functional) network ofilciservants in the ministrie
responsible for cooperation with the civil seciorproved coordination and mutu
information. In order to achieve higher visibiliéyd intersectoral cooperation, t
Unit has an operational website "http://www.nvobsatiha.gov.mk " and an emg
"mailto: nvosorabotka@gs.gov.mk".

The creation of more favourable conditions for fioial sustainability of the civi
sector is one of the strategic objectives foreseigm the Strategy for cooperatig
of the Government and the civil sector.
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efficient monitoring of the financial support fone associations of citizens a
foundations by the Government of the Republic ofchbtionia and the sta
administration bodies, as well as to increase éwellof accountability in term
of utilisation of the awarded funds by the assdoigt of citizens ang
foundations, the Government of the Republic of Mkea, in October 2007
adopted a Code of Good Practice for Financial Sttppbthe Associations o
Citizens and Foundations (Official Gazette of RM N3®/2007).

The Government of the Republic of Macedonia, inudap 2009, adopted

Programme for Financing the Programme Activities tbé Associations o
Citizens and Foundations for 2009 (Official GazetfeRM No 3/09) which

programmes (projects) of associations of citizems faundations.

In addition, the Government of the Republic of Mdaeia, in February 2009
adopted a Decision on the criteria and procedureaftocation of funds for
financing the programme activities of the assooraiof citizens and foundatior]
(Official Gazette of RM No 23/09), which regulatié®e basic organisational ar
special programme criteria, as well as the procedaor allocation of funds an
financing the programme activities of the assoor&iof citizens and foundatior]
from the Budget of the Republic of Macedonia.

The Government of the Republic of Macedonia — Gain8ecretariat publishe
an announcement for financial support for the assions of citizens ang
foundations in the daily newspapers and on the itebsf the Unit for
Cooperation with Non-Governmental Organisations waw@sorabotka.gov.mK
and the submitted projects from the civil organiza$ are processed in
professional-administrative manner by the Unit foooperation with Non;
Governmental Organisations in the General Secattari

The funds for financing the programme activitiestltd associations of citizer
and foundations which are foreseen in the Budgé¢hefRepublic of Macedoni
are being allocated on the basis of the Decisiorthef Government of th
Republic of Macedonia upon a proposal of the Corsiais for allocation of
funds foreseen for financing the programme actsgitiof the associations

Unit for Cooperation with Non-Governmental Orgatitsas provides full
administrative support to the Commission for altoma of funds foreseen fo
financing the programme activities of the assooiai of citizens ang
foundations from the Budget of the Republic of Mdamia.

In order to raise the NGO awareness about thein®xe to the terrorism financiri
risks, the Office has prepared Typologies for Pnéea of Terrorism Financing
which is available through the website of Officedanf the Unit for Cooperatio
with NGOs for all interested entities.

regulates the priority objectives and the type dafamcing - grants for

citizens and foundations from the Budget of the iitdic of Macedonia. The
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(Other) changes sinc

the last evaluation

Special Recommendation IX (Cross border declaratioand disclosure)

Rating: Partially compliant

e

Recommendation  of Not only cash and cheques, but also other beargoti@ble instruments should [
the — MONEYVAL | covered by legislation concerning the physical sfberder transportation o
Report currency and bearer negotiable instruments.

Measures taken to Pursuant to Article 19 of the AML Law, the CustorAsiministration shall
g;'i'gg‘;”etn dation thgr compulsory register each import and export of @askecurities across the custon
the Report line of the Republic of Macedonia, if the amouhtash or securities of the bear
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exceeds the allowed maximum stipulated by law motleer regulation. The
Customs Administration of the Republic of Maceddmies prepared Guidelines fa
implementation of then Law on Money Laundering jrgion and Other Crimina
Proceeds and Financing Terrorism (No 11-10248/f f81.03.2008, entered int
force on 01.04.2008) which define the manner ofstegfion of the import and

Item 2 of the afore-mentioned document statesthi@asecurities in this Guideline
shall mean cheques, company shares, bonds, dndftstlaer financial documents.

Recommendation
the
Report

MONEYVAL

0

fIn case of cross-border transportation of meansnyyeproperty of person

Customs should have authority to confiscate suopgmty.

Measures taken
implement
Recommendation

the Report

1
the
o)

b The Law on International Restrictive Measures (€dfi Gazette of RM Ng
r36/2007) regulates the manner of implementatiorthef international restrictiv
measures and defines the responsible authorititeaftate administration and th
Finance is a responsible state administration la@dsegards the implementation
restrictive measures relating to the financial meas and financial relation

of these measures.

In addition, pursuant to Article 28 of the LCO, thestoms officers may througho
the entire customs area undertake any operativenactor gathering informatio
and evidence for perpetrated customs offences ime<.

Pursuant to Article 29 of the LCO, a customs offiogay identify and check th
identity of each person:

1) entering, leaving or about to leave the custarea and

2) entering, leaving or remaining in a customs aled zone.

In addition, a customs officer may require fromsthgpersons answer any quest
asked by the customs officer related to his/hegdgg, any item contained therg
or carried with him/her, to present for inspecthis/her personal luggage and a
item contained therein for examination, and to arsany question asked by t
customs officer in respect to his/her journey agldted circumstances.

Pursuant to Article 30 of the LCO, a customs effimay conduct a search or
person entering, leaving or about to leave theomstarea, and a person enteri
leaving or remaining in a customs controlled zdree,can undertake all activiti
foreseen with this Article.
In addition, pursuant to Article 32 of the LCO, astoms officer may stop ar
search and examine any means of transportationirgtéeaving or about to leay
the customs area, any means of transportationiegtgemaining in or leaving
customs controlled zone, and any other means afp@tation throughout th
entire customs area, i.e. can undertake all aetsvieferred to in this Article.
We would like to emphasize the provision referreént Article 145, paragraph 1 ¢
the LCP which authorises the persons from the Q@ustéd\dministration forn
conducting a pre-investigation and investigationcpdure not only for the listg
criminal activities in the same article, but also fother criminal activities relate
to import, export and transit of goods across tledér line". This provisior]
authorises the customs officers for conductingagdure pursuant to Article 14

export and transit of goods.
if the customdfiaers discover certair

export of cash or securities across the custormesdfrthe Republic of Macedonia.

designated either by the United Nations Al-Qaidd &aliban Sanctions Committee
in accordance with S/IRES/1267(1999) or in the cdnté S/RES/1373(2001), the

coordination in terms of implementation of the rietive measures. The Ministry of

whereas the Customs Administration of the RepulifliMMacedonia is a state body
within the Ministry of Finance, due to which itrssponsible for the implementation

paragraph 1 of the LCP for all criminal acts pr@ddthey are related to impor
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information or evidence related to a criminal actificing of terrorism, pursuant
Article 142 of LCP, the customs body is obligedéport the act; and pursuant
Article 21, paragraph 2 of the LCO, and in accoogawith the signed memoran

conducting investigations related to terrorism fliciag.
The mentioned memoranda and protocols foreseelisbt@ent of joint teams fo
realisation of activities and actions.

Recommendation
the
Report

0

MONEYVAL

f The range of sanctions (approx. 4 200 to 5000 EUWR}he Law on Foreigt
Exchange Operations with regard to infringementsi@scribed by criterion IX.8 i
insufficient and does not allow to apply a propedadequate reaction to devia
behaviour in relation to all kind of perpetratorsesidents, non-residents, leg
entities). A more broad and dissuasive range offiies should be introduced.

Measures taken
implement
Recommendation

the Report

1
the

of

b The amendments to the Law on Foreign Exchange @Gesavere published in th
Official Gazette of the Republic of Macedonia Nof8dm 07.07.2008. Accordin
to the amendments to this Law, the procedure fademeanours referred to
Article 56-a, paragraph 1, items 22 and 28, is mgadaby, and the misdemeand
sanction is pronounced by, the Customs Administnati.e. the Committee fq
Misdemeanour Decisions. The amendments refer taatheunt of the fine for
committed misdemeanour as prescribed by this Law, well as to thg
misdemeanour procedure expiration timeframe.
Amount of fines:

The legal entity, resident or non-resident shallfibed with denar equivalent ¢
Euro 7000 to 10000 if it takes cash domestic andida currency, checks an
monetary gold in and out contrary to the conditidegermined by the Governme

A fine up to ten times of the afore-mentioned amosimall be imposed for
misdemeanour of a legal entity if, by committing ttelevant misdemeanour,
acquired larger property benefit or caused largepgrty damage.

The responsible persons of the legal entity shsdl be fined with denar equivale
of Euro 1.500 to 3.000.

A fine up to five times of the amount referred mothe former paragraph shall
imposed for the responsible person in the legaityent it committed the
misdemeanour for mercenary reasons.

The natural person, resident or non-resident, sieaflned with denar equivalent
Euro 1.500 to 3.000 for the committed misdemeandurfine up to twice the
amount referred to in the former paragraph shalhigosed for a misdemeanour
a natural person, if it committed the misdemearioumercenary reasons.
Besides the fine, a misdemeanour measure — baarformping certain activity ma
also be undertaken for the committed misdemeanaargllows:

from 3 to 30 days for legal entities, and

from 3 to 15 days for natural persons.

Besides the fine, a misdemeanour measure — setfutbe objects which th
misdemeanour has been committed with, or which hbgen intended fo
committing or have emerged from the misdemeanoall siso be undertaken fq
the committed misdemeanours. As an exception, & thotives or othe
circumstances under which the misdemeanour hasdmeemitted indicate that it i
not justified the object to be fully seized, atde@0% of the objects which th
misdemeanour has been committed with, or which hbeen intended fo
committing or have emerged from the misdemeanoarradtural person, resident
non-resident shall be seized.

and protocols for cooperation, the customs bodigsn# information to the state
administration bodies and to the other state bo@h&3l, PPO etc.) competent for

of the Republic of Macedonia and the National Bahthe Republic of Macedonia.

[0
to
da

r

i
5
nt
al

D

in
ur

=

= - D

926



Special misdemeanour measure — seizure of thelgghicsed for hiding the objeq
of misdemeanour, and if the value of the objeaniEdemeanour exceeds one th
of the customs base of the vehicle, shall be ualent for the committe
misdemeanour.

~

ird

Recommendation
the
Report

0

MONEYVAL

f There should be effective, proportionate and dissa sanctions concernin
persons who are carrying out a physical cross-botdmsportation of currency o
bearer negotiable instruments that are related eordrist financing or money
laundering contrary to the obligations under SR IXCurrently this issue i
addressed by the general sanction regime of theni@dl Code (particularly the
criminalisation of money laundering and terrorishdncing). The coverage
criterion 1X.9 by the criminalisation of money lalering and terrorist financing i
insufficient as far as these provisions are defiti@s described under Sections
and 2.2. Overall, criterion 1X.9 should be coveiada comprehensive and cle
manner.
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Measures taken
implement
Recommendation

the Report

1
the
o)

b The Customs Administration is obliged to reporthe Office about the import ¢
export of cash or securities regardless of the atnatnenever there is suspiciq
about money laundering or terrorism financing witlsi period of 24 hours, th
latest, as of the moment of obtaining the infororatibout the suspicion regardi
the import or export of cash or securities.

Pursuant to the provisions of Article 28 of the LCe customs officers mg
throughout the entire customs area undertake apyatipe actions for gatherin
information and evidence for perpetrated custonfenogs and crimes. In additio
they can request for identification and verificatimf the identity of each person:
1) entering, leaving or about to leave the custaraa and

2) entering, leaving or remaining in a customs aled zone.

The customs officer may search any person enteléaging or about to leave tl
customs area and entering, leaving or remainingctlstoms controlled zone,
well as to stop and search and examine any mearigamdportation entering
leaving or about to leave the customs area, anynmeftransportation enterin
remaining in or leaving a customs controlled zoaed any other means
transportation throughout the entire customs area.

While conducting their activities, if the customdfiaers discover certair
information or evidence related to a criminal astificing of terrorism, pursuant
Article 142 of LCP, the customs body is obligedéport the act; and pursuant
Article 21, paragraph 2 of the LCO, and in accoogawith the signed memoran
and protocols for cooperation, the customs bodidsng information to the stafj
administration bodies and to the other state bo@ht3l, PPO etc.) competent fq
conducting investigations related to terrorism fliciag.

The mentioned memoranda and protocols foreseelisbt@ent of joint teams fo
realisation of activities and actions.

The amendments to the Criminal Code (Official Gezeaif the Republic o
Macedonia No 7 from 15.01.2008) define the act fdiesm financing”, where thg
imprisonment penalty, monetary fines for legal tgi and seizure of funds f
preparation, financing and committing the actsesta this article are foreseen.
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Recommendation
the
Report

0

MONEYVAL

f Customs officers should receive special trainingdtect cash couriers.

Measures taken
implement
Recommendation

the Report

1
the

of

b In June 2009, a special training was carried outfgection of cash couriers a
foreign cash movement, which covered 28 custonisiaiff.
The Customs Administration of the Republic of Mameid has a Training Un

which plans and organises carrying out of trainifigscustoms officers. The Un
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prepares annual plans for areas to be organiseduftiner trainings. Severs
trainings were already realised on the topic “Moneundering and Terrorisi
Financing” in cooperation with the Office for prexd®n of money laundering an
terrorism financing, the US Embassy, as well agmoltodies and organisations, g
future trainings in this field are also foreseen2007, 1 training was realized whi
covered 3 customs officers, and in 2008, 8 tramiwgre realized, which coverg
16 customs officers, whereas in 2009, 6 trainingsewealized which covered 3
customs officers.

Recommendation
the MONEYVAL
Report

0

[ There should be explicit provisions allowing thestoms or any other authori
from “the former Yugoslav Republic of Macedonia’rtotify the Customs Servic
or other competent authorities of the country dfior or the country of destinatio
about unusual cross-border movement of gold, ptecistones or metals with
view of establishing the source, destination antpgse of the movement of su
items in order to take appropriate action.

1
the

Measures taken
implement
Recommendation

the Report

of

b The legal frame is provided with Article 22 of thaw on Customs Administration
where it is foreseen that the Customs Administratiooperates with the custor]
administrations of other countries in the fieldcoktoms operation in the discove
and prevention of customs offences and customsestinraining of custom
officers, upgrading technical development and otakiin accordance with ratifie
international agreements.

The international cooperation of the Customs Adstiation of the Republic g
Macedonia with the customs services of foreign tdesm and internationg
institutions and organisations is based on a numiferconcluded bilaterg
agreements. They do not contain any limiting priovis for the Custom
Administration of the Republic of Macedonia in terraf informing the custom
services or other responsible bodies of the couofrgrigin or the country o
destination about the unusual cross-border movenfefitis exchange of data cg
be realised through a request of a foreign semiagpon a request of the Custo
Administration of the Republic of Macedonia, based the available data, rig
analysis, additional controls etc.
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4. Specific questions

1. What is the current assessment of the riskiofeceand terrorism in “the former Yugoslav Repuhlic
of Macedonia?
Aware of the risk and dangers related to moneydating and financing terrorism, in January 2009,
the Government of the Republic of Macedonia adofitedNational Strategy on Prevention of Money
Laundering and Financing Terrorism“. The stratemg/middle term strategic document determines the
measures and activities that need to be underthkethe institutions involved in the system for
prevention of money laundering and financing tesrar in order to overcome the determined
weaknesses, systematized in the following groupembnising of the legal regulation, (13 activities)
institutional upgrading (26 activities), efficiesystem for inter-institutional cooperation (5 aities),
strengthening the international cooperation (4viis) and raising public awareness regarding|the
necessity for undertaking measures for preventiomaney laundering and financing terrorism |(2
activities).
By the implementation of the planned activitiesisitexpected for the National Strategy to provide
more efficient system for preventing of money laemalg and terrorism financing in the Republic|of
Macedonia, notably:

» More efficient disclosure, documentation and inigedion of criminal acts related to money
laundering and financing terrorism, i.e. higher twamof criminal charges and court decisions
for money laundering and financing terrorism;

» Office for Prevention of Money Laundering and Ficiag of Terrorism should be efficien
with high level of staff and technical equipmene. iit should be set up as an institution in
accordance with the standards of the countries iMastern Europe.

» Legislation harmonized with thacquis communautairef the EU and the internationg
standards

» Strengthened and more efficient monitoring of @diregarding the application of measures
and activities intended for combating money lauimdeand financing terrorism;

* Trained and efficient administration;

» Strengthened and efficient inter-institutional amgrnational cooperation;

* Rising of citizens' awareness regarding the impagaof the fight against money laundering
and financing terrorism and the role and the platestate bodies and other institutions
participating in this fight.

The realization of activities envisaged with theibi@al strategy shall be monitored by Advisory body

—

2. What is the current backlog of money laundedages in the courts and what steps have been taken
to deal with the backlog?

On request of the Ministry of justice, and with edtijve to provide the necessary statistical data,
from the received memorandum upon the executedyhifsione has determined that in the
Department of organized crime and corruption at @wurt of First Instance |, Skopje, 5 procedurégs
for criminal offence are in course of procedure eney laundering and other originating from
punishable deeds according to Article 273 of then®xal Code.

3. What is the current level of staffing at the NDZP

Currently 32 employees are employed in the Admiaigin (20 state officials and 12 part time
workers. The employees in the Administration hazdigipated in great number of trainings organized
in the frames of the twinning project and otheramrigers.
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4. Are anonymous accounts still operating in firahinstitutions in “the former Yugoslav Republit
Macedonia” and what steps are being taken to ckseh accounts?

Anonymous accounts do not exist in the bankingesyst The Circular of the NBRM from 20(
envisages that: "One bank in no case whatsoeveldipossess anonymous accounts, or accoun
fictive names”. By the adoption of the new Law am\ention of Money Laundering and Financi
Terrorism in 2008 one has determined the explicithibition to open and maintain anonymg
accounts. Inevitably, the procedures for openirggats in the banks have demanded and still der
for the bearer of the account to be stated. Dutiregwhole period of 2002, when the NBRM H
started to perform controls over the procedurepfavention of money laundering, this segment
been a composing part of the controls carried outhe field. Hence, even before the adoption of
new Law on Prevention of Money Laundering in 2008 has undertaken adequate control activ|
for prevention of the existence of anonymous actoimthe country. The adoption of the Law
Prevention of Money Laundering and Financing Teésrorhas implemented an explicit ban for 1
existence of anonymous accounts. All field costriohplemented upon the adoption of the Law
Prevention of Money Laundering and Financing Tésrorhave been focused, besides other aspeq
the degree of application of the Law on PreventtbMoney Laundering and Financing Terroris
which includes application of Article 26 of the Law Prevention of Money Laundering and Finang
Terrorism referring to the opening and maintainam®nymous accounts. The controls from NBF
have shown that there are no examples and no qeaitti opening and maintenance of anonym
accounts in the banks.
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5. Have any sanctions been applied to financiaitingons for infringements under the AML Law?

In the period of November 2008 until 30.06.200%® #dministration has performed an audit for
subjects, including 2 banks with implemented procedor levelling which have been fined with

amount of 73 200 euro in denar counter-value, Znoashave been fined with 9 150 euro and

insurance company has been fined with 6 100 ewroa(period of 6 months, this totals 88 450 eu
Furthermore, 22 exchange bureaus have been pamtetiform a correction of the delivered progra
for prevention of money laundering and financingdgsm. Against one insurance company and
savings bank one has submitted requests for initiadf misdemeanour procedures (with a tg
amount of 18 300 euro) to the competent court imioal procedures, envisaged with the Law
Prevention of Money Laundering and Financing Teésror

During 2007, the NBRM has implemented control af Hpplication of measures and activities
prevention of money laundering and financing tésrarin 5 banks, 3 savings banks, 332 exchg
bureaus and 13 service providers for fast moneystes, during the year 2008 it has implemented
controls of banks (19 full and 2 partial control$}l savings banks, 223 exchange bureaus an
service providers for fast money transfer and ie period from 01.01.2009 - 30.06.2009 it |
implemented control of 9 banks, 63 exchange buraadof 1 service provider for fast money trans
On the basis of the determined condition from thelémented controls, the NBRM has passed
correction measure for a bank in 2007 and 6 caoecheasures for a bank in 2008. Against the b

the NBRM has initiated 1 misdemeanour procedurénduhe year of 2007, 1 procedure for levelli
in the year of 2008 and 4 levelling proceduredimytear of 2009. The NBRM has initiated 1 levgl
procedure against the savings banks in the ye20@8. Against the exchange bureaus, the NBRM
initiated 8 misdemeanour procedures during the g&2007, 4 misdemeanour procedures and initi
1 misdemeanour procedure in the year of 2008.
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5. Question

s related to the Third Directive (2005/60/EC) and the

| mplementation Directive (2006/70/EC)®

Implementation

/ Application of the provisions in the Third Directive and the Implementation
Directive

Please indicate
whether the Third
Directive and the

Implementation
Directive have bee
fully implemented / or
are fully applied and
since when.

The AML Law in great part implements the provisidran the Third Directive.
The AML Law has been adopted and shall enter imtcefin January 2009.
For the objective of harmonization with the Thirdrdative of the EU for
prevention of the usage of the financial systemhvgtirpose to perform mone
laundering and financing terrorism from 2005 (2@WBEC), the Directive of th
Commission 2006-70-EC on defining the "politicaltixposed persons”, on tf
technical criteria for simpler analysis of the nli@nd exceptions for the financi
activities that are performed temporarily, the 4&x&nmendations of FATF and t
9 Special Recommendations of FATF for preventiofir@ncing terrorism, as we
as about surpassing the legislation vacuum, onk [stegpose a Law on amendir]
the Law on Prevention of Money Laundering and Fatragp Terrorism.

The provisions from Article 2, paragraph 1 itermel ghe provisions from Section

(performance by third parties) shall not be applied

y
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Beneficial Owner

Please indicate
whether your legal
definition of beneficial
owner corresponds t
the definition of
beneficial owner in the
3rd Directive? (please
also provide the lega
text with your reply)

The term "beneficial owner" in Article 2, item 10tbe AML Law has been define
on the following manner:
,'10. “Final owner” shall be physical entity whick final owner or which sha
realize control upon the client and/or physicaitgrdn whose behalf and for who
account the transaction or the activity is beindgrened, whereas as final owner
'the legal persons one shall deem:
|a) physical entity realizing a direct or indirectrfigipation of minimum 25% of thg
total shares and equities, i.e. from the rightdtewvof the legal entity, including th
ownership of the shares of the holder and
b) physical entity which on any manner shall real@ontrol by managing legq
entity.”
In the Draft-Law, the definition of the term “bersél owner” shall be
complemented as follows:
"10. “Final owner” shall be physical entity whids final owner or which sha
realize control upon the client and/or physicaltgrin whose behalf and for who
account the transaction is being performed.
Final owner of legal entity or trust shall be plegdientity:
a) realizing a direct or indirect participation ofmimum 25% of the total shares a
equities, i.e. the rights to vote of the legal ®mtincluding the ownership of th
shares of the holder and/or
b) which on any other manner shall realize contn@r the management or sh

realize profits over the legal entity.

5e
in

14

® For relevant legal texts from the EU standardsfggeendix I
" Please see Article 3(6) of thé Birective reproduced in Appendix II
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Risk-Based Approach

Please indicate the\jth the provisions from Article 9, paragraph 2tleé Law on Prevention of Mongy
;?Xte”t. o which') 5 ndering and Financing Terrorism, the subjects dwe without exception to
inancial institutions . .
have been permitted to 2PPly €ach measure from the procedures for clieaityais, though the range can pe
use a risk-baseg determined depending on the risk assessment ofclirat, business relation,
approach ~ t9 product or transaction.
discharging certain of ‘o another part, the subjects are due to makeldcuments for assessment of
their AML/CFT . .. .
obligations. the risk and the decision they adopted for the @anf the applied measures
available to the Administration and the supervisiogans, and to confirm that the
range of undertaken measures is in accordancetmétliletermined risk of mongy
laundering and financing terrorism.
Politically Exposed Persons
Please _ indicate The term PEP is determined in Article 2 of AML Law on the following manne
Yéﬁiﬂﬁ{ng C“lgeégs f‘l’r: “12. “Politically exposed persons" shall be physjpersons having been entrusted or
accordance  with thecurrfantly perform exposgd publl_c _functlons in thepRblic of _Macedonla or in
provisions in the Third foreign country, for a period of minimum one yesuch as: presidents of states and
Directive and thggovernments, ministers and deputy ministers, MRgresne and constitutional
Implementation ~ ljudges, ambassadors, high military officials, higficials in enterprises which are |n
%’:efrf'vfoiieg:r’%’gi‘;‘é state ownership and other) and members of theiilyfafspouse, partner equal to
legislation (please alspSPOUSE, children and their spouses or partnershendparents) or persons known|to
provide the legal textbe closely related to them (business partnerssurcites)-
with your reply). In accordance with Article 14 paragraph 5 of the [AMAw, the subjects are due to
undertake measures of enforced analysis of thetclie. to undertake the following
measures:
“(5) When the subjects shall perform transactionsnter in business relation with
politically exposed persons, they shall:
a) perform analysis in order to determine whether dlient is politically exposed
person on the basis of the procedures envisagedhbyAdministration in
cooperation with supervision organs;
b) to provide approval from the management strestifor establishing business
relation;
c) to undertake adequate measures in order tondetrthe source of the means
included in the transaction or in the businesgimiaand
d) implement permanent enforced control of thernass relation.”
The Draft-Law shall amend the provisions in Artrizian Art 14 referring to PEP:
“Article 2
11. “Politically exposed persons" shall be physjpalsons, Macedonian or foreign
citizens having been entrusted or currently perfexposed public functions in the
Republic of Macedonia or in foreign country, (sua$t presidents of states and
governments, ministers and deputy ministers, MRgresne and constitutional
judges, high military officials, officials in enfatises in state ownership and etc)

with them (business partners or persons found leguaity in benefit of th
abovementioned person) for period of minimum 1 yaaon the termination gf

8 Please see Article
Appendix II.

3(8) of thé Directive and Article 2 of Commission Directive G8J70/EC reproduced in
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and members of their family (spouses, partner etpuapouse, children and their
spouses or partners and their parents) or persomwrkto be closely connected



performing the public function or on the basis bk tpreviously determine
procedure for risk assessment.

Article 14
“(4) When the subjects shall perform transactionsrder in business relation wi
politically exposed persons, they shall:
a) on the basis of previously determined proceéturesk assessment, they need
determine whether the client is politically expogenison, or if that is not possibl
to provide his/her written declaration;
b) to provide approval from the management strestdor establishing busine
relation;
c) to undertake adequate measures in order tondeterthe source of the mea
included in the transaction or in the businesdimiaand
d ))to implement permanent enforced control oftthsiness relation.” *

“Tipping off”

Please indicate
whether the prohibitior]
is limited to the
transaction report o

also covers ongoing

ML or
investigations.

TF

According to the provisions from Article 28 of téL Law, the following shall
be included:

“(3) The subjects and their employees may not mftie client or third party abol
the delivery of data to the Administration or abather measures and actig
undertaken on the basis of this Law.

(4) The ban from paragraph (3) of this Article $kgo refer to the cases in whi
one shall deliver data to the supervision organsther competent organs f
applying the law”.

In accordance with the quoted provisions, them fgohibition to inform the clien
for delivering data to the Administration on anysisai.e. delivering information i
not permitted concerning submitted cases: For CIRR or additional data an
information. This ban shall also apply if one shalbmit data to the supervisig
organs or law enforcement agencies.

With respect to the
prohibition of “tipping
off” please indicate
whether there  arg
circumstances  wher
the prohibition is lifted
and, if so, the details g

The AML Law and the Draft-Law do not determine thems and conditions und
which the ban for "tipping off" shall be lifted.

h

11°)

f

such circumstances.

“Corporate liability”

Please indicate
whether corporate
liability can be applied
where an infringemen
is committed for the
benefit of that lega
person by a perso
who occupies a leadin
position within  that
legal person.

In direction of alleviating the strengthening oétmechanisms, the new legal dr
provisions in the Criminal Code shall envisage amah responsibility for legal

; entities.

The legal entity shall be responsible for crimis&t committed by responsib
person in the legal entity, on behalf of , on tieeaant or for benefit of the leg

N entity (Article 28-a paragraph 1)

JIn Article 28-a it is envisaged that the legal nshall also be responsible f
criminal act committed by his/her employee or repreative of the legal entif
with which a significant property gain has beenuiiegl or severe damage has bg
inflicted, if: carrying out a decision, an order ather decision or approval of
administrative organ, managing organ or supervisimgan shall mean
commitment of criminal act (Article 28-a, paragrahhitem 1), or the omission ¢
the obligatory supervision of the administrativgganr, the managing organ or t
supervision organ has resulted in committing crahact (Article 28-1 paragraph

th

—

I}

Ch

g~

n

een
AN

item 2) or the administrative organ, the managirgao or the supervision organ @
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not prevent the criminal act or did not report d@fdre initiating criminal charges
against the perpetrator (Article 28-a paragrapte i3). All legal entities shall be

held criminally responsible under these conditifnosn paragraph (1) and (2)
this Article, with the exception of the state, vehihe Units of local self-governme
shall be held responsible solely for the acts cdiewhi out of their publig
authorizations (Article 28-a paragraph 4). In relatto the same conditions fro
paragraph (1) and (2) of this Article, foreign legatity shall be held criminally
responsible if the act has been committed on thetaey of the Republic of
Macedonia, irrespective of the fact that the legality has a representation
branch office on its territory (Article 28-a paragh 5).

In view of the limits of responsibility of the lelgantities, the responsibility of th
legal entity does not exclude the criminal respailisi of the physical entity a

e
perpetrator of the act (Article 28-b paragraphvihjle under the conditions from
d

Article 28-a paragraphs (1) and (2) of this Artjctee legal entity shall be he

responsible for criminal acts even when there actuil or legal impediments for
determining the criminal responsibility of the plogd entity as perpetrator of the
act (Article 28-b paragraph 2). In relation to tlesponsibility, the new provisions

shall envisage that if the criminal act has beemrmdted by negligence, the leg

entity shall be held responsible under the conditidrom Article 28-a of the

Criminal Code, if the law envisages penalty fongnally negligent acts (Article 1
paragraph 2 of the Criminal Code) (Article 28-bgmaaph 3).
Responsibility shall also be envisaged in casearfkluptcy of the legal entity

hence the legal entity in bankruptcy shall be heldponsible for criminal agt
committed until the adoption of a decision for iating bankruptcy proceedings

under conditions from Article 28-a from the CriminGode, if with the ac
significant property gain has been acquired or ekamage has been inflict

(Article 28-c paragraph 1), and if before the coetiph of the criminal procedure
against the legal entity there occurs integratimerger, division or other change

determined by Law due to which it no longer has stetus of legal entity, th
criminal procedure shall be carried out againstlétgl successor or success
(Article 28-c paragraph 2).

Fine is being pronounced as main penalty (ArtideaParagraph 1), as regards
envisaged penalties for legal entities for crimiacts of legal entities. The fine sh

Df
nt

m

[
b

e

ors

the
all

be pronounced in the amount that is not smaller 0 000 denars, neither higher

than 30 millions of denars (Article 96-a paragrapf while for criminal actg
committed from cupidity, as well as for criminalt@acquiring proceeds or causi
damages of big scale one can pronounce a fine upetalouble amount of th
maximum of this penalty or in range of the heiglittlee caused damage, i
acquired proceeds, but not more than ten times dnedunt (Article 96-a paragraf
3).

In addition to the main penalties for the legaliteed, one has envisaged second
penalties under conditions determined by the Ciin@ode, hence when the co
shall assess that the legal entity has misusetttitgity and that there is a danger
recommitting the crime in the future, it can pas® @r more of the second

ng

e
e.
h

ary
urt
of

ry

penalties. ban on obtaining permit, license, cesioa, authorization or other right

determined by special law (Article 96-b paragrapHtbhan on participation in publi

call proceedings, awarding contracts for publiccprement and public-private
partnerships agreements (Article 96-b paragraptbay on founding new legal
entities; (Article 96-b paragraph 3), ban on ussngventions and other favourable
loans; (Article 96-b paragraph 4) revocation of rpier license, concession,
authorization or other right determined by speldal; (Article 96-b paragraph 5);
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temporary ban on performing separate activity; itdet 96-b paragraph 6
permanent ban on performing separate activity;i¢&rt96-b paragraph 7) ar
termination of legal entity (Article 96-b paragraph

Can corporate liability
be applied where th
infringement is
committed for the
benefit of that lega
person as a result @
lack of supervision o
control by persons wh

occupy a leading
position within that
legal person.

Refer to the response of the previous question

o -

DNFBPs

Please specify whethe
the obligations apply tq
all natural and lega
persons trading in al
goods where payment
are made in cash in g
amount of € 15 000 o
over.

rin accordance with the provisions of Article 24tloé AML Law, it is prohibited tq
perform payments in cash, i.e. paying and receigiagh in the amount of 15 0
euro or more in denar counter value in one or nuanenected transactions, n
scarried out through a bank.
nFrom the reasons from which this ban has beenduated, i.e. these legal af
I physical entities are not allowed to perform payteen cash, it has been asses
that the risk of their usage for money laundering inancing terrorism is low an

DO
ot

nd
sed
d

these persons are not taken as subjects pursuiduet AML Law.
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6.

Statistics

a. Please complete - to the fullest extent possibléhe following tables:

2005
L . Convictions Proceeds Proceeds Proceeds
Investigations Prosecutions . X .
(final) frozen seized confiscated
amount amount amount
cases| persons| cases| Persons| cases| persons| cases (in cases (in cases (in EUR)
EUR) EUR)
ML 6 24 4 18 1 2 / / / / / /
FT
2006
L . Convictions Proceeds Proceeds Proceeds
Investigations Prosecutions . : .
(final) frozen seized confiscated
amount amount amount
cases| persons| cases| Persons| cases| persons| cases| (in cases| (in Cases (in EUR)
EUR) EUR)
ML 9 60 5 44 3 34 1 / / 1 2.329.263,
FT
2007
L . Convictions Proceeds Proceeds Proceeds
Investigations Prosecutions . . .
(final) frozen seized confiscated
amount amount amount
cases| persons| cases| Persons| cases| persons| cases| (in cases (in cases (in EUR)
EUR) EUR)
ML 2 2 2 2 2 2 / / / / 1 830.060,00
FT
2008
L . Convictions Proceeds Proceeds
Investigations Prosecutions A Proceeds frozen : )
(final) seized confiscated
amount amount amount
cases| persons| cases| persons| cases| persons| cases (in EUR) cases| (in cases| (in
EUR) EUR)
ML 6 16 4 13 / / 1 373.902,00 / / / /
FT
09. 2009
L . Convictions Proceeds Proceeds Proceeds
Investigations Prosecutions . ; }
(final) frozen seized confiscated
amount amount amount
cases| persons| cases| persons| cases| persons| cases| (in cases| (in cases (in EUR)
EUR) EUR)
ML 3 11 1 4 / / / / / / / /
FT
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b. STR/ICTR

Explanatory note:

The statistics under this section should providewarview of the work of the FIU

The list of entities under the headinmdnitoring entitie$ is not intended to be exhaustive. If your
jurisdiction covers more types of monitoring emettithan are listed (e.g. dealers in real estapergisory
authorities etc.), please add further rows to thiddes. If some listed entities are not covered as
monitoring entities, please also indicate thishe table.

The information requested under the headidgdicial proceedingsrefers to those cases which were
initiated due to information from the FIU. It isthsupposed to cover judicial cases where the Fliy on
contributed to cases which have been generatethky bodies, e.g. the police.

“Cases openédrefers only to those cases where an FIU does rtmae simply register a report or
undertakes only an IT-based analysis. As this ifieaton is not common in all countries, pleasaritly
how the term “cases open” is understood in youisgliction (if this system is not used in your
jurisdiction, please adapt the table to your cousprecific system).

2005
Statistical Information on reports received by theFIU Judicial proceedings
reports received concerning cases notifications
Monitoring entities, e.g. tragi%‘i,tfns suspicious opened enf(t)?ggvmvent/ indictments | convictions
threshold | fransactions by FIU prosecutors
ML |FT ML |FT | ML [FT ML |FT (ML |FT
commercial banks 75.655 26 0
insurance companies 0 0 0
Notaries 33 1 0
Currency exchange 0 0 0
broker companies 0 0 0
securities' registrars 0 0 0
Lawyers 6 2710 lm|o| 6 0 2| o| of o
accountants/auditors 0 0
company service providels 0 0
customs 285 0
saving houses 7 0
competent state authorities 0 12 0
others (please specify) 0 0 0
Total 75.986 41 0

M These 2 “reports” were submitted by lawyers oeguest of the MLPD and cannot be considered as *8k&
commonly understood; see also para 669.
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2006
Statistical Information on reports received by theFIU Judicial proceedings
reports received concerning cases notifications
Monitoring entities, e.g. | transactions suspicious | opened enf(g?clgrnvent/ indictments | convictions
BT transactions | By FIU
threshold prosecutors
ML FT ML | FT [ ML FT ML | FT ML | FT
commercial banks 67.033 27 0
insurance companies 0 0 0
Notaries 9 0 0
Currency exchange 0 0 0
broker companies 0 0 0
securities' registrars 0 0 0
lawyers 0 0 © 13| o 10 0 3 0 0 0
accountants/auditors 0 0 0
company service providers 0 0 0
customs 724 2 0
saving houses 18 0 0
competent state authoritieg 0 7 0
others (please specify) 0 0 0
Total 67.784 36 0
2007
Statistical Information on reports received by theFIU Judicial proceedings
notifications
reports about cases to law
suspicious opened enforcement/ indictments convictions
reports about | transactions | by FIU prosecutors
Monitoring transactions
entities, e.g. above ML FT ML FT
(] (2] (2] (2]
threshold | vy 1 br [m |FT | me | FT | 8| El 8 S5 S g &
g 2l 8| 2|l& 2’| 2
o [} o [} o [} o [}
o o o o
Commercial banks 92214 23 55 3 19 1 0 0 2 0 0
Insurance companies
Notaries 46 4
Currency exchange 1
Broker companies
Securities' registrars
Lawyers 1
Accountants/auditors
Company service providers
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Customs 2034 6
Others (please specify
and if necessary add 6 22 2
further rows)
Total 94302 55 2
2008
Statistical Information on reports received by theFIU Judicial proceedings
notifications
reports about cases
oA to law o -
suspicious opened indictments convictions
transactions by FIU CEERR
reports about prosecutors
Monitoring transactions
entities, e.g. above ML FT ML FT
(2] (2] (2] (2]
threshold v | Fr M |FT e [ FT [ 8 S8 5|8 5] ¢ 5
(%] 0 0 0
S| 3| 8| 5| 8| 58| 8| 5
o o o o
Commercial banks 95112 78 4
Insurance companies
Notaries 192 4
Currency exchange
Broker companies 2
Securities' registrars
Lawyers 123] 11| 25 3 2 of o 0
Accountants/auditors
Company service providers
Customs 1954
Foreign FIU 2
Others (please specify
and if necessary add 51 29 7
further rows)
Total 97299 123 11
30.06.2009
Statistical Information on reports received by theFIU Judicial proceedings
notifications
reports about cases to law
suspicious opened f " indictments convictions
transactions by FIU enforcemen
reports about prosecutors
Monitoring transactions
entities, e.g. above ML FT ML FT
(2] (2] (] (2]
threshold 1 vy | BT ML |FT | ML | FT g 5|8 s|8 5|8l s
(%] 0 0 (2]
S| 3| 8| 5| 8| 58| 8| 5
o o o o
Commercial banks 27706 73 1 |132| 2 14 3 1 0 0 0
Insurance companies
Notaries 99 3
Currency exchange S
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Broker companies

Securities' registrars

Lawyers

17

Accountants/auditors

Company service provider

[)

CUSTOMS

MFA (MNR)

MIA (MVR)

21

Public Prosecutor (JO)

Department of
Public Revenue (UJP)

Department of
Financial Police

Department for
prevention of

money laundering

and financing terrorism

Public Attorney

Others (please specify
and if necessary add
further rows)

96

Total

27910

132
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APPENDIX | - Recommended Action Plan to Improve theAML / CFT System

AML/CFT System

Recommended Action (listed in order of priority)

1. General

No text required

2. Legal System and Related
Institutional Measures

2.1 Criminalisation of Money
Laundering (R.1 & 2)

The presumed backlog of money laundering casesing
at courts should be addressed. The lack of expe
referred to as a possible reason behind long ddlay
money laundering cases, should not pose a perm
obstacle as it appears to be remediable by apptej
training of the judiciary and prosecutors which laéré¢ady
been mentioned among priorities in previous rouanfl
MONEYVAL evaluations. Low effectiveness concerni
money laundering convictions needs to be addressed.
Use and simple possession of laundered propertyldh
clearly be criminalised.

As for the offences identified in Paragraphs 1 2rmd Art.
273 CC, all the language of Art. 6(1) (a) and (b)tte
Palermo Convention and Art. 3(1) (b) and (c) of
Vienna Convention on the physical aspects of thaewq
laundering offence should be properly reflectede(ofthe
problematic points is the differentiation betwedfences
according to whether money or other proceeds
concerned).

The value threshold in Paragraphs 1 and 2 of A13. @C
should be abandoned.

The uncertainties regarding the object of the mg
laundering offence should be addressed urgently
incorporating into the anti-money launderi
criminalisation the single notion of “property” tesd of
the current and more ambiguous terms such as m
and/or property and object. In any case, theraigrgent
need for clear definitions, in particular for “magfieand
“property”.

The system would certainly benefit from a new
formulated provision, clearly based on the languaigine
Strasbourg Convention.

It should be clarified in Art. 273 CC that self talering is
criminalised for all conducts of money launder
(covering both Paragraphs 1 and 2).

With regard to the General Part of the Criminal €
providing with Art. 28a for a comprehensive regimi
corporate criminal liability, Paragraph 7 of Art72

appears to be a redundant and as well as a resr

nd
rtis
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provision that spoils the legal effect of the geihg
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provisions and it is thus recommended to eitherifmant
remove Paragraph 7 of Art. 273 CC.

The authorities should consider whether the benefit
negligent money laundering are being used in tist Wway
and seek for possible obstacles that may hinder
enforcement and prosecutors in successfully inyatitig

aw

and prosecuting legal persons for money laundering

activities.

2.2 Criminalisation of Terrorist
Financing (SR.II)

It is recommended to criminalize financing of teism

(preferably as an autonomous, independent offence),

covering all the essential criteria in SR.II ande th

requirements of the Interpretative Note to SRiticjuding
all forms of terrorist acts provided for in the @ention,
and all forms of financing of the perpetration atk acts
as well as that of individual terrorists.

The incrimination of terrorist financing should atéy

provide for criminal sanctions in respect of both

individuals and legal persons concerning:

* the collection of funds with the unlawful intentidimat
they are to be used, in full or in part, to cariyt @
terrorist act, by a terrorist organisation or by
individual terrorist,

* the provision of funds with the unlawful intenticmat
they are to be used, in full or in part, to caryt @
terrorist act, or by an individual terrorist.

The coverage of “financial means” as provided fprAlt.

394a(2) CC should be clarified.

Attempt and the other ancillary offences as recpesty

criteria I11.1d and Il.1e should clearly be covered.

2.3 Confiscation, freezing and
seizing of proceeds of crime (R.3)

The confiscation regime is still too complicated ieth

an

may hamper its effective application; this refers

particularly to the provisional measures wherehwgithe
actual list of applicable measures nor their respec

coverage is properly defined by law. The relevant

provisions should be revised and a clear compréens

system be established.

Confiscation of instrumentalities should be made

mandatory.

Laws or regulation should provide for provisional

measures to be carried oek parte and without prion
notice.

The overly high standard of suspicion for postpoaenof
transactions by the FIU with a view to further peional
measures should be revised.

Provisional measures should more frequently beiegpl

2.4 Freezing of funds used for
terrorist financing (SR.III)

A comprehensive system for freezing without delgyab
financial institutions of assets of designated messand
entities, including publicly known procedures foe-d
listing etc. should be established. Thus, the eatahs
recommend that a comprehensive set of detailed
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generally applicable rules for an administrativegadure
should be drafted and adopted, practically on

conceptual base that has already been provideleblyaw
on International Restrictive Measures.

In this respect, all the institutions should beegivclear
user-friendly guidance and instructions concerntngir

the

rights and obligations under the freezing mechasism

such as in the case of errors, namesakes or reqimes
unfreezing and for access for basic expenses.
The examiners therefore recommend

—

e establishment of an effective system for

implementation without delay by all financial

institutions in this field, together with the preion of

clear and publicly known guidance concerning their

responsibilities;
» create and/or publicise procedures for considedieg

listing requests and unfreezing assets of de-listed

persons;

» create and/or publicise a procedure for unfreeiing
timely manner the funds and assets of pers
inadvertently affected by the freezing mechanismnu
verification that the persons is not a desighatrdqn;

» clarify the procedure for authorising access
funds/assets that are frozen and that are detednbin
be necessary on humanitarian grounds in a ma
consistent with S / Res / 1452 (2002);

» create and/or publicise the procedure for courterey
of freezing actions;

» consideration and implementation of relevant paft
the Best Practice Paper.

2.5 The Financial Intelligence Unit
and its functions (R.26)

Some parts of the AML Law refer only to mon
laundering but do not provide a clear legal manétat¢éhe
MLPD to deal with terrorist financing issues. Al$o
practice the MLPD’s role in combating financing
terrorism is very limited. It is recommended to m3
clarifications to the AML Law with regard to th
prevention of terrorist financing, particularly amgéng the
relevant provisions and make it absolutely cleat they
also cover the prevention of terrorist financing.

The MLPD should have timely (preferably online) ess
to more databases, particularly the police datah
criminal register and court register.

The provisions regulating the exchange of inforom
between the MLPD and investigative bodies are
unspecific and there is some unclarity of the AMawL
whether it is allowed to exchange information wattmer
state bodies even without a suspicion of any crin
activity. It should be clarified that this possityil is
reduced to cases where there are grounds to suaspaety

50NS
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laundering or financing of terrorism.

113



Banks send the vast majority of STRs (and also ¢I®Rs

the MLPD; the authorities should undertake efforts
(including guidance) to increase the number of STTRs

submitted by other reporting entities.

Customs Authorities send a huge number of CTRsaid h

copies in huge quantities which does not allow
systematic analysis, particularly in case of midtipash
transactions in smaller amounts over a period roé thy
the same persons. Thus, the authorities shoulddearthie
use of an electronic reporting system also foreahe$Rs
similar to the system used by banks in order tovala
better analysi$.

2.6 Law enforcement, prosecution
and other competent authorities
(R.27 & 28)

There should be clear criteria to which body (eittie
Financial Police or the Ministry of Interior) the L\RD
should disseminate its reports for further investtans.
Money laundering investigations should also coveney
laundering cases in relation to other predicates tnly
tax evasion (currently money laundering investiyagiare
almost exclusively focused on money laundering
relation to tax evasion).

2.7 Cross Border Declaration &
Disclosure

Not only cash and cheques, but also other be

negotiable instruments should be covered by leipsia

concerning the physical cross-border transportatidr
currency and bearer negotiable instruments.
In case of cross-border transportation of meansigq
property of persons designated either by the Un
Nations Al-Qaida and Taliban Sanctions Committee
accordance with S/RES/1267(1999) or in the contéx
S/RES/1373(2001), the Customs should have authori
confiscate such property.

The range of sanctions (approx. 4 200 to 5 000 E0/R
the Law on Foreign Exchange Operations with redar
infringements as described by criterion 1X.8 isuiffisient
and does not allow to apply a proper and adeqeatstion
to deviant behaviour in relation to all kind of petrators
(residents, non-residents, legal entities). A niwmad and
dissuasive range of penalties should be introduced.
There should be effective, proportionate and dsised
sanctions concerning persons who are carrying o
physical cross-border transportation of currencypearer,
negotiable instruments that are related to teitrg
financing or money laundering contrary to the odigns
under SR IX. Currently this issue is addressed Hyy
general sanction regime of the Criminal Code (paldirly
the criminalisation of money laundering and tesb
financing). The coverage of criterion 1X.9 by t

a
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criminalisation of money laundering and terrorist

° Since March 2008 also Customs sends CTRs in etgéctform, which enables the MLPD to analyse theith w

special software.
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financing is insufficient as far as these provisioare
deficient as described under Sections 2.1 and@2rall,
criterion IX.9 should be covered in a comprehensind
clear manner.

Customs officer should receive special trainingdétect
cash couriers.

There should be explicit provisions allowing thes@ms

or any other authority from “the former Yugoslav

Republic of Macedonia” to notify the Customs Seegior
other competent authorities of the country of arigr the
country of destination about unusual cross-bo
movement of gold, precious stones or metals witleav
of establishing the source, destination and purpbsbe
movement of such items in order to take appropt
action.

3. Preventive Measures —
Financial Institutions

3.1 Risk of money laundering or
terrorist financing

3.2 Customer due diligence,
including enhanced or reduced
measures (R.5 to 8)

The authorities should as a matter of urgency ig
legislation clearly prohibiting financial institotis from
keeping anonymous accounts or accounts in ficst

rder

iate

sSue

ou

names. Furthermore, it should be established with a

thorough assessment whether such accounts sti. dik
so, they should be closed as soon as possible.
Financial institutions should be required to idBn
customers when carrying out occasional transactibats
are wire transfers in all the circumstances covénethe
Interpretative Note to SR VII, when the financ
institution has doubts about the veracity or adeguat
previously obtained identification data. The obliga to
identify customers when there is a suspicion ofotést
financing should be made clearer in the AML Law.
The concept of verification of identification shdube
further addressed. The authorities should takesstey
apply an enhanced verification process in apprap
cases. In higher risk cases and for foreign cljethitsy
should consider requiring financial institutionsueother
reliable, independent source documents, data
information when verifying customer’s identity (|
addition to the documents as currently prescribelhw).
The authorities should clearly define which ot
documents than passports or I.D. cards can be fase
verification of identification and which are in acdance
with the international standards as required bytirate 8
of the Methodology (with reference to the Generalda
to Account Opening and Customer Identification éssby
the Basel Committee’s Working Group on Cross Bol
Banking).

jal

)
ria

or
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Financial institutions should be required to obt

ain
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information on the purpose and intended naturehef
business relation.
Financial institutions should be required to cond

ongoing due diligence on the business relation tngd

ensure that documents, data or information colteateder

—

the CDD process are kept up-to-date and relevant by

undertaking reviews of existing records, partidylgor
higher risk categories of customers or businessiosis.
Financial institutions should be required to parfg
enhanced due diligence for higher risk categoriés
customers, business relation or transaction, irmdu
private banking, companies with bearer shares amd
resident customers.

For customers that are legal persons or legal geraents,
financial institution should be required to verifyat any
person purporting to act on behalf of the customeso
authorised, and identify and verify the identity thiat
person.

The legislation should provide for a definition
“beneficial owner” which is in line with the onegsided

for by the glossary to the FATF Methodology. Finah¢
institutions should be required to take reasonatdasures

to verify in all situations (and not only whea $uspicion
exists whether the client acts on its own or onalfedind
in interest of a third party) the identity of beneficial
owners using relevant information or data obtaifredn
reliable sources.

For all clients, financial institutions should bequired to
determine whether the customer is acting on betfai
third party. If this is the case, they should idgnthe
beneficial owner and verify the latter's identitwith
regard to clients who are legal persons, finan
institutions should understand the controlling ctute of
the customer and determine who the beneficial oveer
Concerning timing of verification, the possibilibyovided
by Art. 7 para 1 and 2 to establish the clientsniity “on
the day when the transaction was carried"o(itnless
there is a suspicion of money laundering) is tonegal
and should be brought in line with the circumstanas
described by criterion 5.14.

Financial institutions should be required to ap@pD
requirements to existing customers on the basig
materiality and risk and to conduct due diligencesach
existing relationships at appropriate times. Furtiae,
there should be a requirement for financial in§tis to
perform CDD measures on existing customers if ey
customers having anonymous accounts, account
fictitious names or numbered accounts.

The authorities should put in place measures

o

=

of

cial

of

enforceable means that require financial institgio
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» to determine if the client or the potential clignt-
according to the FATF definition — a PEP;

» to obtain senior management approval for establish

a business relation with a PEP;

* to conduct higher CDD and enhanced ongoing |[due

diligence on the source of the funds depositedétad
or transferred through the financial institutions the
PEP.

“The former Yugoslav Republic of Macedonia” should
implement enforceable AML/CFT measures concerning

establishment of cross-border correspondent ban
relationships.
The current legislation addresses Recommendatitmneg
certain extent but places a wide discretion withabliged
entities; this needs further regulation and gurddi to
make it effective. Financial institutions should reguired
to have policies in place to prevent the misuse|

king

technological developments for AML/CFT purposes and

to address specific risks associated with non-fackce
transactions.

3.3 Third parties and introduced
business (R.9)

Though Rec. 9 is currently not applicable, the arities

should satisfy themselves by covering all the d&den

criteria under Recommendation 9 in the AML Law.

3.4 Financial institution secrecy or
confidentiality (R.4)

It is recommended that a provision be made fostiaing
of information between financial institutions iraton to
correspondent banking and in relation to identifara of
customers involved in cross-border or internationak
transfers.

3.5 Record keeping and wire
transfer rules (R.10 & SR.VII)

The record keeping requirements of the AML Law and
some sectoral laws should be harmonised to avoid

difficulties in implementation.

Financial institutions should be required to kedp
necessary records on transactions for longer than
years if requested to do so in specific casesdpnapetent]
authority upon proper authority.

Financial institutions should be required to keep

identification data for longer than five years wdher

requested by a competent authority in specific £asg
proper authority.

The authorities should introduce clear obligaticios
financial institutions to keep records of the agtofiles
and business correspondence.

Criterion VII.1 is only covered for transactionscerding

2 500 EUR in MKD equivalent. Moreover, there ar@ tw

pieces of legislation regulating the same issudifferent
ways. The overlap of these two pieces of legishi®
significant and could lead to confusion concern

application. It is thus recommended to harmonisesdh

provisions and to bring them in line with the reguients
of criterion VII.1.
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Financial institutions should be required to ingufiill

originator information in the message or paymemnfi

accompanying  cross-border  wire  transfers
1 000 EUR/USD or more.

The authorities should introduce legal requiremenrtg

financial institutions that the originator inforriat in the
message or payment form accompanying domestic
transfers is meaningful and accurate.

Each intermediary and beneficiary financial instito in

the payment chain should be required to ensure ahat

originator information that accompanies a wire ¢fanis
transmitted with the transfer.

The sanctions regime concerning SR VII has seV
deficiencies and has never been applied in practide
recommended to amend the sanctions regime of the
Law. The same applies for the sanction regime agged
for by the “Law on Fast Money Transfer’ f
infringements of the “Decision on amendment to
Decision on the manner of keeping records for dash
money transfer transaction”.

3.6 Monitoring of transactions and| «
relationships (R.11 & 21)

A=

of

wire

eral

AM

DI
the

The authorities should implement Recommendations 11

and 21.

3.7 Suspicious transaction reports| «
and other reporting (R.13-14, 19, 25
& SR.IV) .

The AML Law should explicitly provide an obligatido
report attempted transactions.

Apart from banks no other financial institution suitied
any STR. The total lack of an STR related to finagof

terrorism raises concerns of effective implemeatati

More outreach and guidance to financial institwgias

necessary to better explain them their reporting

obligations under the AML Law.
The overlapping reasons to report transactions \ait
suspicion of terrorist financing could lead to amsibn of
the reporting entities. In order to impose clealigations
to the reporting entities, the authorities may wigh
simplify the language of Art. 15 of the AML Law.

Apart from the special situation concerning bartkere
are no tipping off provisions in relation to direcg of
financial institutions. The existing tipping off quisions

h

are not sanctionable. It is recommended to intreduc

enforceable tipping off provisions prohibiting fimzal
institutions and their directors, officers and eoygles
(permanent and temporary) from disclosing the tlat a
STR or related information is being reported orvated
to the FIU.

Though the AML Law obliges the MLPD to provide the

obliged entities with general and specific feedkpahis
is not done in practice and this should be remedibts
may also be a reason of the uneven reporting thatyn

exclusively banks submit STRs. Thus more outreach t

the non-banking sector is required.
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Though “the former Yugoslav Republic of Macedon&’
compliant with Recommendation 19, it should constdg
lower the threshold for reporting transactions to

a

amount which is more adequate for the domgstic

economical situation.

3.8 Internal controls, complianc
audit and foreign branches (R.15
22)

R D

Financial institutions should be required to esib|
internal policies, procedures and controls for Caid
detection of unusual and suspicious transactionksthe
reporting obligation (the easiest way by amendimg 33
of the AML Law). The provisions for providers ofstg

money transfer, banks and savings houses requaing

programme on money laundering prevention should
extended to cover also prevention of terrorist firiag
and be specified to cover all requirements
Recommendation 15.

The AML/CFT compliance officer and other approprigt

staff should have timely access to customer ideatibn
data and other CDD information, transaction recosal
other relevant information.

Financial institutions should be required to putpiace
screening procedures to ensure high standards kitieg
employees.

Financial institutions should be required to enghed the
AML/CFT requirements applicable to financial ingtions

be

of

are also applied to branches and majority owned

subsidiaries located abroad, especially in countrhich

do not or insufficiently apply the FATF

Recommendations, to the extent that local applectws
and regulations permit. When local applicable lzamsl

regulations prohibit this implementation, competent

authorities in the country of the parent institatishould
be informed by the financial institutions that thegnnot
apply the FATF Recommendations.

3.9 Shell banks (R.18) .

Financial institutions should be prohibited fromtezing
into or continuing correspondent banking relatiopstith
shell banks.

There should be an obligation placed on financial
institutions to satisfy themselves that a respohden

financial institution in a foreign country is nogmitting
its accounts to be used by shell banks.

—
L[]

3.10 The supervisory and oversigh
system - competent authorities an
SROs. Role, functions, duties and| «
powers (including sanctions) (R.23
29, 17 & 25) .

joN

The sanctioning system of the AML Law is ineffeetiand
should be amended.

The pecuniary sanctions of the AML Law for legatiées
should be dissuasive and proportionate.

The AML Law does not allow to withdraw or to susdem
financial institution’s licence for not observir
requirements of the AML Law. From the sectoral laihe

g

9 The new AML/CFT Law now explicitly addresses shwhks and prohibits their establishment or anyrimss

relations with shell banks.
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Banking Law, the Law on Securities and the (amehded

Law on Fast Money transfer allow to revoke a lieeit
case of infringements related to AML obligationd bot
when it comes to obligations related to CFT. Thieep
sectoral laws do not provide for withdrawing
suspending a financial institution’s licence for ty
observing AML/CFT obligations. The authorities slib
introduce legislation allowing the respective sujsars to
withdraw or suspend a licence of any type of finahn
institution in the case of not observing AML/CH
requirements.

All supervisory bodies should include AML/CFT issues
an integrated part of their supervisory activitjesrrently
only the NBM and to an unclear extent the SEC do so
For the operations of pension companies and per
funds a specific supervisory authority should
designated; preferably the “Agency for Supervisioih
Fully Funded Pension Insurance” (MAPAS) should
designated with this task.

The Law on Foreign Exchange Operations should
amended and provide for powers of inspectors frben
NBM when performing supervision of foreign exchan
offices, like access to documentation, taking copite.
There should be provisions assigning special poweetise
State Foreign Exchange Inspectorate linked with
supervisory responsibilities.

The AML Law is silent how the sanctions as provided
by the AML Law should be imposed, particularly
which body, following which rules of procedureshould
be made clear, preferably in the AML Law itself, ighh
bodies are competent for initialising and impos
administrative sanctions which are provided for tlire
AML Law.

The legislation to prevent criminals or their asates
from holding or being the beneficial owner of arsfigant
or controlling interest or holding a managementcfion
in a bank, savings house, brokerage house, insa
companies, money or value transfer services, for
exchange offices and investment fund manager
companies is insufficient and should be amended.
companies issuing credit/debit cards, pension coiep:
and pension funds no such preventive legislatiast®xat
all and should be introduced as a matter of pyiorit

A special licensing or registration regime for camjes
issuing credit/debit cards should be introduced.

Staff of all supervisory bodies should be requirted
maintain high professional standards and to Kk
professional secrets confidential (currently onlgr
employees of the NBM exist specific rules requirsigff

t
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to maintain high professional standards; and omdy
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employees of the NBM and the SEC exist specifiesu

requiring staff to keep professional secrets canfiil.).

Financial institutions should be provided with clea

guidance on CFT issues.

3.11 Money value transfer service
(SR.VI)

The authorities should implement requirements latian

to Recommendations 4-11, 13-15 and 21-23 in the MVT

sector.

The sanctioning system for infringements of the A
Law requiring court decisions via application ofet
supervisory authorities is too complicated and does
work in practice as no sanctions have been impssddr.
It should be amended to provide for an effect
sanctioning regime.

4. Preventive Measures — Non-
Financial Businesses and
Professions

4.1 Customer due diligence and
record-keeping (R.12)

“The former Yugoslav Republic of Macedonia” shol
fully implement Recommendations 5, 6, 8, 10 anchad
make these measures applicable to DNFBP.

It is recommended to work with the different sestto
improve awareness, and overcome any unwillingnes
apply AML/CFT requirements. Information campaigos
this end are required.

4.2 Suspicious transaction reportir
(R.16)

4

“The former Yugoslav Republic of Macedonia” shol
fully implement Recommendations 13-15 and 21
make these measures applicable to DNFBP.

Some institutions are quite unconcerned about ML
risks in their field and others, like lawyers, dot mccept
their obligations. Further outreach to these ssctigr
needed and more work needs to be done to imp
awareness, and overcome any unwillingness to 4
AML/CFT requirements. Ongoing information campaig
to this end may be helpful.
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4.3 Regulation, supervision and
monitoring (R.24-25)

The supervisory commissions for auditors and adeouis
(based on Art. 39 of the AML Law) should be eststiid.

The supervisory powers of the supervisory authest

which are based on Art. 39 of the AML Law, should
clarified. The authorities should review the AMLw.and
make either amendments or clarify it in sectoralslar
by-laws which powers these supervisory commiss
have.

The supervisory commission responsible for lawy
should start its supervisory activity.

The Public Revenue Office should conduct AML/C
supervision concerning real estate agents, dedler
precious metals, dealers in precious stones, deialdrigh
value and luxury goods.

Concerning obtaining a licence for casinos, fit @gnoper
requirements for owners and managers are veryelnit

b

ons

ers

%)

is only required that managers have not been sesdedior
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a crime in the area of games of chance or for an@uic
crime. The authorities should introduce the necgdegal
or regulatory measures to prevent criminals or rt
associates from holding or being the beneficial emof a
significant or controlling interest, holding a mgeaent
function in, or being an operator of a casino.

There should be legal requirements for casino persito
prove the legitimate origin both of the foundingpital
and the licence fees.

The sanctions regime for DNFBP provided by the A
Law is deficient in the same ways as described exmritg
financial institutions and should be amended.

The guidance for DNFBP appears to be lower tha
relation to the financial sector. Also the awarsnes$
financing of terrorism threats and countermeasuvas
guite low. Ongoing initiatives, training and outrtbao the
whole DNFBP sector will be necessary in this regard

4.4 Other non-financial businesses

and professions (R.20)

D ®

“The former Yugoslav Republic of Macedonia” hasetal
steps to extend AML/CFT requirements to other n
financial businesses and professions (other thaREM.
However, a further review will be required to ass
whether it is necessary to cover all these entitiess
advised to conduct an analysis of which non-finain
businesses and professions (other than DNFBP)t airek3
of being misused for money laundering or terrg
financing. These sectors should be kept under wetie
ensure that all non-financial businesses and [sinfies
that are at risk of being misused for the purpagesoney
laundering or terrorist financing are regularly sinlered
for coverage in the AML Law. After that, the autiies
should ensure that the relevant FATF Recommends]
(5, 6, 8 to 11, 13 to 15, 17 and 21) are beingieggh
practice.
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5. Legal Persons and
Arrangements & Non-Profit
Organisations

5.1 Legal Persons — Access to
beneficial ownership and control
information (R.33)

The authorities should endure that the legal fraomky
allows for adequate, accurate and timely infornmatim
the beneficial ownership and control of legal passo

=

5.2 Legal Arrangements — Access
beneficial ownership and control
information (R.34)

Recommendation 34 is not applicable.

5.3 Non-profit organisations
(SR.VIN)

It is first advised that a formal review of the @nt
legislation covering the non-profit sector is uridken
from the point of view of the threats to this sedterent
in terrorist financing, in line with SR VIII and si
Interpretative Note. It is then recommended that
authorities review the existing system of laws
regulations in this field so as to assess themsetke

and

adequacy of the current legal framework accordiog
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Criterion VIII.1. Consideration should also be givin
such a review to effective oversight of the NPQ@ethe
issuing of guidance to financial institutions oe pecific
risks of this sector and consideration of whethat how

further measures need taking in the light of thestBe

Practices Paper for SR.VIIl. In particular, ongo
programme verification and field audits should
considered in identified vulnerable parts of thetse
Consideration needs to be given to ways in whifcéfe
oversight of the NPO sector can be achieved irctmeext
of SR.I.

ng
be

6. National and International
Co-operation

6.1 National co-operation and
coordination (R.31)

The evaluators recommend clarifying the competemds
the investigative bodies (clearly defining whictitarity is
competent in which cases).

There should be an authority or a mechanism inep
ensuring a nation-wide policy on cooperation
appropriate coordination in the combat against md
laundering or financing of terrorism.

6.2 The Conventions and UN
Special Resolutions (R.35 & SR.I)

“The former Yugoslav Republic of Macedonia” shol
implement all the provisions of the relevant intional
conventions it has ratified.

The requirements of the UN Conventions should
reviewed to ensure that “the former Yugoslav Reigudsi
Macedonia” is fully meeting all its obligations werd¢hem.
Particularly “the former Yugoslav Republic of Maoeia”
should introduce

lac
or
ne

uld

be

e a legal structure for the conversion of designation
under S/RES/1267(1999) and its successor resadution

as well as S/IRES/1373(2001);

» a comprehensive and effective system for freezing

without delay by all financial institutions of asseof
designated persons and entities, including pub
known procedures for de-listing etc.;

» a system for effectively communicating action takgrm
the authorities under the freezing mechanisms ¢o
financial sector and DNFBP.

6.3 Mutual Legal Assistance (R.36
38 & SR.V)

The principle of dual criminality is, though implig,
present in the domestic legislation and this is wheg
definitional problems with the domestic offenceeimded
to cover the financing of terrorism (Art. 394a C@3, well

as the value threshold required by the money |aumgle

offence, may possibly cause difficulties in prowigli

mutual legal assistance. The same recommendati®ns

described under 2.1 and 2.2 apply.

Arrangements for coordinating seizure and confisoat

action with other countries should be establish
Consideration should also be given to establishroEan

icly

th

ed.

asset forfeiture fund as well as to sharing of =wated
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assets with other countries when confiscationrssalt of
coordinated law enforcement action.

6.4 Extradition (R.39, 37 & SR.V)

Because financing of terrorism is insufficien
criminalised in the current domestic legislatiorhe

requirement of dual criminality for extradition wdy

mean that not all kinds of terrorist financing oftes

[
t

y

would be extraditable and the same refers to money

laundering cases below the threshold of five diflgi
declared monthly salaries. As a consequence,
deficiencies in the criminalisation of money launidg
and terrorist financing as described under Se@idrand

the

2.2 may pose a significant obstacle to executing

extradition requests. Thus, also the same recomatiend
as described under 2.1 and 2.2 apply.

6.5 Other Forms of Co-operation
(R.40 & SR.V)

In order to allow the widest range of cooperatitimg
MLPD should clearly be entitled to exchange infotiora

also spontaneously and without the request of aidor

body (as currently required by Art. 37 of the AMBAW).
The MLPD should clearly be entitled to provi
information to foreign bodies and organisationsclihére
involved in the fight against financing of terraris and
not only to those which are dealing (exclusivelyatso)
with anti-money laundering.

The AML Law should clearly entitle the MLPD to rezsi
data from foreign authorities.

It should be clarified in the AML Law that in thase of a

request of a foreign authority the MLPD is authedigo

de

provide not only information which it has already

received, but also information which it needs t& &w
from other authorities and the obliged entiti
Furthermore, mechanisms should be in place to ens
rapid, constructive and effective internationalistasice,
e.g. direct access to the relevant databases aigatans
of domestic authorities to respond to requests haf
MLPD in due time.

A legal basis should be introduced to authorizeNBd/
to cooperate with foreign supervisors concerning
supervision of savings houses, exchange officegice
providers for fast money transfer.

7. Other Issues

7.1 Resources and statistics (R.
& 32)

FRecommendation 30

The staff of the MLPD should be increased enabiirtg
cover all its tasks (e.g. analysing STRs, CT
satisfactorily.

Officers of the relevant departments within the igliry of
Interior and Customs should be provided with ad&s

training for combating money laundering and tesftofri

financing.

More training and staff for the Insurance Supeorisi

Division is needed.
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Recommendation 32

* One of the authorities involved (perhaps the praisec or
the judiciary) should maintaicomprehensiveand more
detailed statistics on money laundering investiges]
prosecutions and convictions or other verdictsweh as
whether confiscation has also been ordered) indigatot
only the number of persons involved but also thelmer
of cases/offences but also providing information tha
underlying predicate crimes and further charadiesisof
the respective laundering offence (whether it Was
prosecuted autonomously etc.).

e The MLPD should keep statistics concerning the remb
and results of the reports disseminated from thé®Bilto
other institutions (investigations, indictmentspeiations,
persons involved, cases).

* More statistical data on AML/CFT mutual legal atsise
issues (e.g. nature of mutual assistance requestgime
required to handle them; type of predicate offemetsted
to requests) is needed to show the effectivenestheof
system.

« All supervisory authorities (and not only the NBMdathe
SEC) should keep statistics on supervision.

e The supervisory authorities should keep comprekiensi
statistical information on the exchange of inforimatwith
foreign counterparts (including spontaneous exchanfy
information).
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APPENDIX Il

Article 3 (6) of EU AML/CFT Directive 2005/60/EC @ Directive):

(6) "beneficial owner" means the natural person{sd ultimately owns or controls the customer and/or
the natural person on whose behalf a transacti@ctority is being conducted. The beneficial owsleall
at least include:

(a) in the case of corporate entities:

() the natural person(s) who ultimately owns omtcols a legal entity through direct or indirect
ownership or control over a sufficient percentadeth® shares or voting rights in that legal entity,
including through bearer share holdings, other ta@ompany listed on a regulated market that igestib
to disclosure requirements consistent with Commyuleigiislation or subject to equivalent internationa
standards; a percentage of 25 % plus one shaildoshddéemed sufficient to meet this criterion;

(i) the natural person(s) who otherwise exercis@®rol over the management of a legal entity:

(b) in the case of legal entities, such as fouwdati and legal arrangements, such as trusts, which
administer and distribute funds:

() where the future beneficiaries have alreadynbeéetermined, the natural person(s) who is the
beneficiary of 25 % or more of the property of gdlearrangement or entity;

(i) where the individuals that benefit from they# arrangement or entity have yet to be determitied
class of persons in whose main interest the legahgement or entity is set up or operates;

(iiif) the natural person(s) who exercises contr@ra25 % or more of the property of a legal arranget

or entity;

Article 3 (8) of the EU AML/CFT Directive 2005/60EC(3“ Directive):

(8) "politically exposed persons" means naturakpes who are or have been entrusted with prominent
public functions and immediate family members, erspns known to be close associates, of such
persons;

Article 2 of Commission Directive 2006/70/EC (Implmentation Directive):

Article 2
Politically exposed persons

1. For the purposes of Article 3(8) of DirectiveOB060/EC, "natural persons who are or have been
entrusted with prominent public functions" shattlude the following:

(a) heads of State, heads of government, miniatetsleputy or assistant ministers;

(b) members of parliaments;

(c) members of supreme courts, of constitutionalrtsoor of other high-level judicial bodies whose
decisions are not subject to further appeal, exicegtceptional circumstances;

(d) members of courts of auditors or of the boafdsentral banks;

(e) ambassadors, chargés d'affaires and high-rquaiicers in the armed forces;

() members of the administrative, management pestsory bodies of State-owned enterprises.

None of the categories set out in points (a) t@{fthe first subparagraph shall be understoodasring
middle ranking or more junior officials.

126



The categories set out in points (a) to (e) of fine subparagraph shall, where applicable, include
positions at Community and international level.

2. For the purposes of Article 3(8) of DirectiveOB060/EC, "immediate family members" shall include
the following:

(a) the spouse;

(b) any partner considered by national law as edeit to the spouse;

(c) the children and their spouses or partners;

(d) the parents.

3. For the purposes of Article 3(8) of Directive0BI60/EC, "persons known to be close associatesl' sh
include the following:

(@) any natural person who is known to have joiahdjicial ownership of legal entities or legal
arrangements, or any other close business relatiotisa person referred to in paragraph 1;

(b) any natural person who has sole beneficial osiig of a legal entity or legal arrangement which
known to have been set up for the benefit de fattbe person referred to in paragraph 1.

4. Without prejudice to the application, on a rsglasitive basis, of enhanced customer due diligence
measures, where a person has ceased to be entnitstedprominent public function within the meagin

of paragraph 1 of this Article for a period of at$t one year, institutions and persons referred to
Article 2(1) of Directive 2005/60/EC shall not bbliged to consider such a person as politicallyosegl.
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