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This is the second 3T round written progress report submitted to MONEYVAL by the
country. This document includes a written analysis by the MONEYVAL Secretariat of
the information provided by “the former Yugoslav Republic of Macedonia” on the Core
Recommendations (R.1, R.5, R.10, R.13, SR.II, and SR. IV) in accordance with the
decision taken at MONEYVALS’s 32nd plenary in respect of progress reports.




“The former Yugoslav Republic of Macedonia”

Second 3rd Round Written Progress Report
Submitted to MONEYVAL

1. Written analysis of progress made in respect of thHeATF Core
Recommendations

1.1 Introduction

1. The purpose of this paper is to introduce “the fernYugoslav Republic of Macedonia™s second
progress report back to the plenary concerningpthgress that it has made to remedy the deficiencie
identified in the third round mutual evaluation sggd MER) on selected Recommendations.

2.  “The former Yugoslav Republic of Macedonia” wasitéid under the third evaluation round from 25 to
31 March 2007 and the mutual evaluation report (Vi&Rs examined and adopted by MONEYVAL at
its 27" plenary meeting (7 — 11 July 2008). Accordinghte procedures, “the former Yugoslav Republic
of Macedonia” submitted its first year progressorego the 38 plenary in September 2009.

3. This paper is based on MONEYVAL's Rules of procedas revised in March 2010 which require a
secretariat written analysis of progress agairestctire Recommendationsl. The full progress report i
subject to peer review by the plenary, assistethbyapporteur country and the secretariat (Rues 3
40). The procedure requires the plenary to befwatisvith the information provided and the progress
undertaken in order to proceed with the adoptiothefprogress report, as submitted by the country,
and the secretariat written analysis, both docusnesing subject to subsequent publication.

4. “The former Yugoslav Republic of Macedonia” hasyded the secretariat and plenary with a full
report on its progress, including supporting materaccording to the established progress report
template. The secretariat has drafted the presgortrto describe and analyse the progress made for
each of the core Recommendations.

5. “The former Yugoslav Republic of Macedonia” reesvthe following ratings on the core

Recommendations:
R.1: Money laundering offence PC
SR.1l: Criminalisation of terrorist financing PC
R.5: Customer due diligence NC
R.10: Record Keeping PC
R.13: Suspicious transaction reporting PC
SR.IV: Suspicious transaction reporting relatetetoorism PC

6. This paper provides a review and analysis of thasuees taken by “the former Yugoslav Republic of
Macedonia” to address the deficiencies in relatmthe core Recommendations (Section Il) together
with a summary of the main conclusions of this egwi(Section Ill). This paper should be read in
conjunction with the annexed written Progress Re@uoestionnaire (PRQ) and annexes submitted by
“the former Yugoslav Republic of Macedonia”.

! The core Recommendations as defined in the FA®Eeglures are R.1, R.5, R.10, R.13, SR.Il and SR.IV
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1.2

10.

B.

It is important to be noted that the present aiglfgcuses only on the core Recommendations R.1,
SR.ll, R.5, R.10, R.13 and SR.IV and thus only at pd the AML/CFT system is assessed.
Furthermore, when assessing progress made, effaee was taken into account, to the extent
possible in a paper based desk review, on the basie information and statistics provided by “the
former Yugoslav Republic of Macedonia”, and as stlh assessment made does not confirm full
effectiveness.

Detailed review of measures taken by “the former Yugoslav Republic of Macedonia”
in relation to the core Recommendations

Main changes since the adoption of the MER and thEirst Progress Report

Since its third on-site visit in March 2007, theoption of the MER in July 2008 and the First Pragre
report in September 2009, “the former Yugoslav Réipuof Macedonia” has taken several measures
to develop and strengthen its AML/CFT system, savef which are relevant in the context of
addressing the deficiencies identified in respdcthe core Recommendations and their effective
implementation. These include:

> Further amendments in 2010 and 2011 of the AML/GKE, providing both simplified and
enhanced CDD to address various levels of riskdudiing stricter measures for the identification
of beneficial owners and record keeping.

» Further amendments of the AML/CFT Act to harmonigéh national legislation regulating
inspections which allow for inspection of financaid non-financial institutions, and checks and
controls of all aspects of AML/CFT measures byRHé.

» Further amendments to the AML/CFT Act, adopted é@pt&€mber 2009 to the Criminal Code,
introducing a separate criminal offence for tesbfinancing.

» Amendments of the Criminal Code(CC) to allow foe titification of the Warsaw Convention.

» Amendments to achieve a higher degree of harmammsawith the European Commission
Directive 2005/60/EC and the FATF Recommendations.

As noted in the PRQ, to supplement the statutanyipions, including on the form and content of data
that obliged entities submit to the Office for Reation of Money Laundering and Financing of
Terrorism, on the basis of the AML/CFT Law amendtagnine bylaws have been adopted.

“The former Yugoslav Republic of Macedonia” hasoaleken additional measures to address
deficiencies identified in respect of the key atlteo Recommendations, as indicated below and in the
progress report questionnaire. However these fadlide of the scope of the present report.

Review of measures taken in relation to the Core Remmendations

Recommendation 1 - Money laundering offence (rateBC in the MER)

11. Deficiency 1 identified in the MERAt some points the ML offences do not meet thelatda set by

the Vienna and Palermo Conventions. A number ehoffs are either not met — possession or use of
proceeds — or insufficiently met by the curren¢iée.). This deficiency has to some extent been
addressed under amendments of the CC adopted fenSsgr 2009 which extend the legal description
of the offence “money laundering and other procdemta crime”. Article 273, paragraphs 1, 2 and 6
of the CC now incriminates ML as follows:
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12.

13.

14.

15.

16.

“(1) A person who puts into circulation, receivaakes, exchanges or changes into smaller bills
money or other property that he/she obtained thhoagcrime or he/she knows that money or the
property have been obtained through crime, or wibhversion, transfer, or otherwise covers that it
has come from such a source, or covers their looattirculation or ownership, shall be sentenced to
imprisonment of one to ten years.

(2) The sentence referred to in paragraph 1 shalldpplied to a person who possesses or uses
property or items which he/she knows that have lmdgained through crime or with counterfeit of
documents, failure to report facts or otherwiseargvthat the assets or items have come from such a
source, or covers their location, circulation anaperty.

(6) Authorized person, responsible person in a bardurance company, company for organization of
games of chance, exchange office, stock exchangther financial institution, lawyer, except when
acts as defence attorney, notary or other persan plerforms public authorities or activities of piab
interest, who will make possible or permits trarigat or business relation, contrary to his/her léga
obligation or performs transaction contrary to than imposed by a competent body or provisional
measure determined by court or will not report klaendering of money, property or material gain, for
which he/she became aware during performing hisdtughority, shall be sentenced with imprisonment
of at least five years.”

Possession or use is now covered as recommendie lewaluators in paragraph 2, though why this
also extends the offence to possession and useusterfeit documents in the ML incrimination is
unclear. The evaluators also recommended thatuthmaties satisfy themselves that all the language
of article 61(a) and (b) of the Palermo Conventiarphysical aspects of the ML offence were met.

The language which has been used to cover thesscply/ elements, in their English translation at
least, still appears to be quite confused, padityin paragraph 1.1t is difficult to see how cension

and transfer of property for the purpose_of coringabr disguisingthe illicit origin of the property
(Article 61(a)(i) of the Palermo Convention) arettbaddressed, as only the word “covers” is used —
which may embrace “disguising” , as the authoriédsise, but not necessarily concealing, which is a
different concept. Similarly, it is difficult to a&l into the provisions, in their English translatio
conversion or transfer of property for the purpogéelping any person evade the legal consequences
of his/her action.

Thus, though it is acknowledged that there hava Beee clear legislative improvements, it is siilt
certain, from a desk review, if all the physicapests of ML in the international conventions are
adequately covered.

Deficiency 2 identified in the MERThe scope of the money laundering offence isdiamnhy the
differentiation between offences as regards theailgf the offence — money, other property.)

This is said to have been addressed under ametslmithe Criminal Code adopted in September
2009 which clarify the object of ML offences. Atdécl22, paragraph 4 of the CC provides definitions
of the terms “money” and “assets”. It is still usat why the offences are not just based on “prghert
as the term is used in the international convestidine offence under Article 273 paragraph 1 of the
CC is based now on “money” ORroperty” and on “property on items” under ArtcR73 paragraph

2.

The addition of the word “property” in Article 2¢8aragraph 1 is clearly intended to widen the scope
of the ML offence. However, any problems in praetishich may still limit the scope of the ML
offences, can only be examined in the next evaloati



17.

18.

19.

20.

21.

Deficiency 3 identified in the MERAII the offences covered by the money launderifence are only
applicable if the money/property exceeds a cettfaieshold — “greater value”.)

This has been addressed under amendments of itén&@lrCode adopted in September 2009 which
abolish the threshold for ML offences. In Articl&3 paragraphs 1 and 2 of the CC the wording
“higher value money” and “higher value property’shzeen deleted, which is very welcome.

Deficiency 4 identified in the MERSelf laundering is not expressly provided as praszble for all
kind of offences of Article 273 CC.)

This has been addressed under amendments of ithin@rCode adopted in September 2009 making
self laundering prosecutable (Article 273, paragsap and 2 of the CC). Self laundering appears to
feature in the cases that have been investigated.

Deficiency 5 identified in the MERThe low number of convictions and indictmentseagisoncerns as

to effective implementation.)

The number of convictions and indictments betwe@d82and 2011, as reported in the PQR, is still
low (2008: Convictions 1 case / 1 person; 2009v@gions 1 case / 1 person; 2010: Convictions 0
case/person; 2011: convictions (not final) 1 / Bspas). The 2009 conviction was generated by a STR
received by the FIU from a bank. The predicate affewas securities fraud committed abroad. In
2010 there was a conviction by the first instanmarcin a ML case generated by the FIU in which the
predicate offences were Article 249 of the Crimi@alde (Fraud by obtaining credit), Article 378 of
the Criminal Code (Forgery of document) and Arti8E3 of the Criminal Code (Misuse of official
position and authority). 8 persons were convictedugh an appeal court quashed the judgments, and
returned it to the first instance court.

The action plan to the3evaluation report also required the backlog of déises to be addressed. As
indicated by the authorities in the Progress Refurestionnaire, the significant backlog of cases
related to serious economic crimes (see paragréphof the &' round MER) has apparently been

reduced, which is a welcome development.

Overall, the effectiveness of the ML offence, owlesk review, still seems to be quite low. Since
September 2009 there has only been one final ciimwifor stand alone ML.

Special Recommendation Il - Criminalisation of terorist financing (rated PC in the MER)

22.

23.

The new AML/CFT Act in 2008, amending the CC (G#ilcGazette of RM No. 7 from 15. 01. 2008),
introduced a separate criminal offence for tertdiiisancing, though associated only with offences
intended to cover some of the terrorist acts wtdoh offences under the Conventions listed in the
Annex to the Terrorist Financing Convention (e.gn@ntion on Physical Protection of Nuclear
Material; 1988 Convention on Suppression of Unldwigts against the Safety of Navigation).
However, not all the offences in all relevant Camiens appear to be covered. Equally Article 2 (1)
(b) FT Convention offences are not fully covered {ncrimination in respect of actions intended
to compel a government or an international orgdioisp

Deficiency 1 identified in the MERThe present incrimination of terrorist financingggars not wide
enough to clearly provide for criminal sanctions respect of both individuals and legal persons
concerning; a) the collection of funds with unlalfiention that they are to be used, in full omart,

to carry out a terrorist act by a terrorist orgamison or by an individual terrorist; b) the provisi of
funds with the unlawful intention that they aréoused, in full or in part, to carry out terroriatt, or

by an individual terrorist.JThis has been partially addressed since an autammifence of FT was
introduced in March 2010 by the amendment of Aeti8b4-c of the CC. It is unclear, however, how
wide the definition of funds is.




24. Deficiency 2 identified in the MERFurther clarification is required as to the covemgf “financial
means” as provided for by Article 394-a(2) CC.)
This has not been addressed. The offence in Ard@élea (2) appears to cover general financing of a
terrorist organisation, but there is still no daras to what “financial means” covers. There is
no criminalisation of the collection or provisiohfmancing for an individual terrorist for any mpose

25. Deficiency 3 identified in the MERAttempt and the other ancillary offences as recqk$ly criteria
[I.1d and Il.1e seem to be not covered.)
This has been addressed since the general prowsithe CC provides that an attempt to commit an
offence will be punishable (imprisonment five yearsnore).

Effectiveness

26. As shown by the statistics provided by the authesijtthere were STRs on FT and cases opened by the
FIU and notified to the Law enforcement authoritie2009 (2 cases) and in 2010 (2 cases) but no
investigations appear to have been opened. Itdgeeanwhat has happened to these reports and thus
how effectively SR.Il is being implemented in piaet

Recommendation 5 - Customer due diligence (rated N the MER)

27. The new AML/CFT Act provides for both simplified d@nhanced CDD to address various levels of
risk. From the inspection point of view, a FIU ynthe Department for inspection, conducts
inspections. In executive announced or unannountgtection, conducted over financial and non-
financial institutions, checks and controls of thplementation of all AML/CFT measures related to
client identification resulted violations and finesposed for € 148,141.- in 2009 (7 misdemeanour
procedures) and € 91,477.- in 2010 (10 misdemegrogedures).

28. Deficiency 1 identified in the MEROpening of anonymous or numbered accounts, asaseltcounts
in fictitious names is not prohibited by law or tdgtion.)
This has been addressed since the opening anchigegfpanonymous accounts or accounts in fictitious
names is now explicitly prohibited by Article 26 tfe AML/CFT Act. There was no need for a
transitional period since there were no anonyma®unts (The legal framework for opening and
keeping accounts with banks made it impossibleHerexistence of such anonymous accounts) even
before the new legal provision. The authoritiesdated that there are no numbered accounts in “the
former Yugoslav Republic of Macedonia”.

29. Deficiency 2 identified in the MERNo comprehensive legal obligation which coverstamer
identification when carrying out occasional trantaens that are wire transfers in all the
circumstances.)

The AML/Law in Article 8 on the application of cuwsher due diligence does not make specific
reference to wire transfers. The requirement feniification procedures for wire transfers appears
be indirectly addressed through Article 12-d of &ML/CFT Act which requires financial institutions
to include the remitter’s identification details the payment instructions.

30. Deficiency 3 identified in the MERNoO legal obligation that covers customer idenéfion when the
financial institution has doubts about the veraatyadequacy of the previously obtained identifimat
data.)

This has been addressed since obliged entitiesrding to Article 8-d of the AML/CFT Act, are
bound to apply CDD procedures, in case of “douliualveracity or adequacy of the previously
obtained client identification data”.




31.

32.

33.

34.

35.

Deficiency 4 identified in the MERNo requirements for financial institutions i) tbtain information

on the purpose and nature of the business relatipnsn; ii) for ongoing CDD; iii) for enhanced CDD
or iv) conducting CDD on existing customer.)

This has been addressed since the AML/CFT Act impogbligations on all obliged entities
i) to obtain information on the purpose and nawfréhe business relationship (Article 9 paragraph 1
¢); ii) to conduct ongoing CDD (Article 9 paragrapfd and Article 12-b); iii) to conduct enhanced
CDD (Article 14) and iv) to conduct CDD on existingstomer (Article 56c¢).

Deficiency 5 identified in the MERThe documents which can be used for verificatfodentification
are not sufficiently determined.)

This has been addressed since Articles 10 and theofAML/CFT Act clearly determines which
documents are necessary for the verification ofdbatification.

Deficiency 6 identified in the MERThere are no requirements that financial instibas should verify
that any person purporting to act on behalf ofegdl person or legal arrangement is so authorised,
well as to verify the identity of that person .)

This has been addressed since Article 12 of the AMI Act stipulates the obligation for
identification and verification of the persons paniing to act on behalf of the customer which is a
legal entity, and that they are duly authorised.il@&VHomestic trusts cannot be established, it was
unclear what would be the position if a branchaaffof a foreign institution (trust) were to open an
account in the country.

Deficiency 7 identified in the MERThere is no legislation which provides for a cqptcef “beneficial
owner” and there are no reasonable measures in @léx verify the identity of the “beneficial
owner”.)

According to Article 2 point 9 of the AML/CFT Aché term of “beneficial owner” is clearly defined
and all obliged entities are required to take reable measures to verify the identity of “beneficia
owners”.

Deficiency 8 identified in the MERThe possibility to establish client’s identity tre day when the
transaction was carried out (unless there is a fisp of ML) is too general and is not in line witie
Criterion in 5.14.)

Article 12-a of the AML/CFT Act determines that iies shall normally be obliged to verify the
identity of the client, beneficial owner etc., sedfjto standard derogations in Articles 12 a (2)o
The effectiveness of the CDD requirements cannotjudged. It is clear that there have been
supervisory units since November 2008 and sanctipprocedures instituted (see R.23). At least two
banks have been fined € 51 700.- for breachingidC

Effectiveness

36. The legal situation on R.5 is much improved sifmdvaluation and the last progress report with the

entry into force of a much more comprehensive AMETCAct. As to effectiveness the reviewer has
considered whether sanctions have been imposeRl.fobreaches. As pointed out by the authorities in
the PRQ, and based on the supervision findingsFtheimposed 26 corrective measures in 2009
(initiating 10 settlement and 5 misdemeanour proces), 46 corrective measures in 2010 (initiating 1
settlement procedure) and 3 corrective measureX)1i. Similarly, since 2009, other supervisory
authorities, like the National Bank (NBRM), the 88ty and Exchange Commission (SEC) and the
Agency for Supervision of Fully Funded Pension haswe (MAPAS), imposed various corrective and
settlement procedures. The authorities report fimgigg issued totalling € 148 141 in 2009, and €
91 477 in 2010, though how many of these fined@ranfringements of the requirements covered by



R.5 is unclear. The full effectiveness of the Rrieadments can only be assessed in the next
evaluation.

Recommendation 10 - Record-keeping (rated PC in th&lER)

37.

38.

39.

40.

Deficiency 1 identified in the MERThe record keeping requirements of the AML/CFT aache

sectoral laws are not harmonised which could leadifficulties in implementation.)
The AML/CFT record keeping requirements are nolelgaletermined by Article 27 of the AML/CFT
Law.

Deficiency 2 identified in the MERFinancial institutions are not required to keefd akcessary

records on transactions for longer than five yeifirequested to do so in specific cases by a coznpet
authority upon proper authority.)

This has been partially addressed since ArticlefZiie AML/CFT Act requires the obliged entities t
keep all necessary records on transactions faraet ILO years from the transaction. Though it might
have been better to cover this requirement in @ Lsing the language of the essential criteria “or
longer if requested by a competent authority irc8jgecases and on proper authority”.

Deficiency 3 identified in the MERFinancial institutions are not required to keegidifications data
for longer than five years.)

This has been addressed since Article 27 (4)eofML/CFT Act requires the obliged entities to keep
all necessary records confirming identificationtloé client for at least 10 years from the datehef t
end of the business relation.

Deficiency 4 identified in the MERThere are also no clear obligations specified ¢k records of
the account files and business correspondence.)

This is said to have been addressed since A&itlparagraph 1 of the AML/CFT Act which refers to
the obliged entities keeping records of the accdileg and business correspondence for at least 10
years, though it is unclear whether what is acyuadpt refers to the analysis performed from thentl
files and not the files themselves (see Articleparagraph 2 of the AML/CFT Act). The authorities
consider that both are kept and this can only Indirroed in the next onside visit.

Effectiveness

41.

42.

Retention of transaction data, despite Article Rthe AML/CFT Act, may still be problematic sinde
is still unclear whether what is actually kept refeo the analysis performed from the client fitewl
not the files themselves.

From the information provided in the PRQ, it does appear that breaches of the AML/CFT Law with
regard to the record keeping provisions have begsgcted so far.

Recommendation 13 — Suspicious transaction reportin (rated PC in the MER)

43.

44,

Deficiency 1 identified in the MERThe AML law does not explicitly cover the repagtiof attempted
transactions.)

This has been addressed since Article 29 paragtegptof the amended AML/CFT Act explicitly
covers the reporting of attempted transactions.

Deficiency 2 identified in the MERApart from banks no other financial institutionsbsnitted any
STR.)




45.

Article 29 of the AML/CFT Act explicitly provideshe requirement for obliged entities to report
ML suspicions. The statistics show that in 2009 @0d1 (until end of June 2011) some financial
institutions other than banks submitted a small Imemof STR reports: broker companies, money
transfers and savings houses and currency excludingges.

Though STRs are now increasing (307 cases in 200241 cases in 2010), the relatively low number
of STRs compared with above threshold reports saismal questions still about the overall
effectiveness of the STR regime. In 2011, untilehd of June, as well as in 2009 there were no STRs
from insurance companies, and from securities tegss and only 49 STRs only from banks. The
authorities subsequently provided further clariimas. They advised that of the figure 114 under
“others” in 2009, 3 STRs came from savings homek Zafrom money transfer services, in 2010, 14
STRs came from savings homes and 2 from moneyférassrvices and in 2011, 6 STRs came from
savings homes and 2 from money transfer services.

Effectiveness

46.

As ML is defined by reference to the CC, the reipgrobligation is potentially limited by the widdf
the ML offence though it is accepted that the peois here have been partially addressed (see R.1).

47. There is still an overall low number of STRs.

Special Recommendation 1V (rated PC in the MER) — Sspicious transaction reporting related to
terrorism

48. Deficiency 1 identified in the MEROnNly “property” linked with a transaction is coved by the

49.

50.

reporting obligation.)
This has been addressed since Article 29 paradgtaphthe amended AML/CFT Act stipulates the
reporting obligation in case of suspicion of mofayndering and financing of terrorism.

Deficiency 2 identified in the MERThe AML law does not explicitly cover the repugtof attempted
transactions.)

This has been addressed since Article 29 paradrapbf the amended AML/CFT Act stipulates the
reporting obligation in case of attempted transasti

Deficiency 3 identified in the MERThe total lack of an STR related to financingearfdrism raises
concerns of effective implementation.)

Statistics on reports received by the FIU for 2@®10 and up to June 2011 show 2, 4 and 0 STRs for
FT; 2, 4 and 0 cases opened by FIU and 2, 2 amtifications to law enforcement. No indictments or
convictions for FT are recorded. Thus there remaajor concerns about the effectiveness of the STR
regime on FT. The STR obligation on FT is also f@diby the restricted width of the FT offence.

1.3 Main conclusions

51. There is some progress on clarifying the legaléssaised in respect of R.1 and some jurisprudence

respect of ML criminalization. However, the numlaérfinal convictions and cases brought remains
very low.



52. “The former Yugoslav Republic of Macedonia” hasakpd specific measures indicating progress on
the legislative front on R.1 and R.5 and supemisippears to be detecting AML/CFT breaches. SR I
still needs revisiting. In relation to SR.IV, thenendments introduced fully address the structural
deficiencies identified in the MER, though the lewé reporting indicates continuing problems with
regard to the effectiveness of implementation. $hme appears to be the case with regard to R.13.
Efforts are being made though awareness-raisingraiming to address these problems. The success of
these initiatives will need to be carefully addezbin the next MONEYVAL onsite visit.

MONEYVAL Secretariat



2. Information submitted by “the former Yugoslav Replib of Macedonia” for
the second progress report

On an introductory note, the following needs toeb@phasized concerning the references used in ttespec
the country’s name.

Pending the resolution of the bilateral disputerdtie name of this country, which is the subjecbfioing
negotiations under the auspices of the United Natiand following the adoption by the Committee| of
Ministers of Resolution (95) 23 (adopted on 19 ®etal995 at the 547meeting of the Ministers’ Deputies)
the provisional form of reference in Council of Bpe documents remains as follows: “the former Yiao
Republic of Macedonia”. This also applies for thierent document.

"2

The references in the body of this report to theluwated country, pieces of legislation, bilaterglements
authorities and other terms are retained as thag weovided by the official authorities in their itken
progress report, however, this should not be reathanging the official position of the Councilxdrope.

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

Position at date of first progress report (21 Septaber 2009)

In the period of the third evaluation cycle (Mag®07) up to the present moment, the Republic ofddania
has undertaken and implemented numerous actiaieed at strengthening of the money laundry premgnt
system and financing terrorism.

TheLaw on Prevention of Money Laundering and Other Pr@eeds of Crime and Financing Terrorism
entered into force in January 2008 (“Official Géeeaif the Republic of Macedonia“ no. 04/08), heaéier
referred to as AML Law. The present AML Law is ind with the European Directive 2005/60/EC, the 40
FATF Recommendations and the 9 Special FATF Recardat®ns for preventing terrorism financing, the
UN Convention for the Suppression of the Finan@hd errorism adopted in 1999 and Council of Europe
Convention on Laundering, search, Seizure and €acation of the Proceeds from Crime and on the
Financing of Terrorism (CETS No 198). The most Sigant novelties concerning the AML Law are the
following:

- Status modifications of the Office for PreventiohMoney Laundering and Financing of Terrorism and
explicit extension of the competency regardinguhdertaking of measures related to preventingrobitism
financing;

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

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

- Specifying the competencies related to the manigothe Office independently or in cooperatiothwdther
supervisory authorities, shall be competent fomttmmitoring of the indebted entities.

- Other measures.

On the basis of the AML Law, the followidaylaws have been adopted in order to specify certainarsatt
- Rulebook for inspection monitoring;

- Rulebook for the contents of the reports submittetthe Office for Prevention of Money Laundering
and Financing of Terrorism;
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- 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 trensactions made on the Macedonian Securities
Stock Exchange.

In order to implement the activities recommendedhi@a Report of the Moneyval Committee, there is an
ongoing drafting of eDraft-Law amending the Law on Prevention of Money laundering and Other
Proceeds of Crime and Financing Terrorism (hereinafter referred to as Draft-Law). This Diladiw
provides harmonisation with the Commission Dirext2005/60/EC, the 40 FATF Recommendations and the
9 Special FATF Recommendations regarding the pt@rmemf financing terrorism. This Draft-law suggest
provisions creating obligations for the entities the direction of undertaking of stricter measufes
identification and keeping records validating thedertaken measures related to client due diligence,
monitoring of transactions from and to the coustidich have not implemented the measures for pteve

of money laundering and financing terrorism andswally large transactions, precise determinatiothef
contents of internal programmes and organizatiothef Units for Preventing of Money Laundering and
Financing Terrorism, stricter penal policy for \dtihg the provisions of the Law.

In January 2009, the Government of the RepublicMafcedonia adopted thslational Strategy for
Prevention of Money Laundering and Financing Terrolism. As a middle term strategic document, the role
of the National Strategy is the arrangement ofitinglementation of planned measures and activitiethe
period 2009-2011. Fifty activities have been plahimeorder to meet the determined objectives: haisitg

of the regulations, institutional upgrading, effiat system for inter-institutional cooperationestgthening of
the international cooperation and raising of pulalisareness regarding the necessity for undertafng
measures for prevention of money laundering anahfiing terrorism. By the implementation of the plaah
activities, it is expected for the National Stratég provide more efficient system for preventirfgnmoney
laundering and terrorism financing in the Repubfidacedonia, notably:

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

» Office for Prevention of Money Laundering and Fioiag of Terrorism should be efficient, with high
level of staff and technical equipment, i.e. it gldobe set up as an institution in accordance thi¢h
standards of the countries from Western Europe.

e Harmonisation of the laws with tleEquis communautairef the EU and the international standards;

» Strengthened and more efficient monitoring of ésgitregarding the application of measures and
activities intended for combating money laundeidng financing terrorism;

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

e Raising of citizens' awareness regarding the inanoe of the combat against money laundering and
financing terrorism and the role and the placeatesauthorities and other institutions participgdtin
this combat.

In March 2009, the Assembly of the Republic of M#m&ia ratified the Council of Europe Convention on
Laundering, search, Seizure and Confiscation oPtiloeeeds from Crime and on the Financing of Tesmor
(CETS No 198).
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Since January 2008, on the basis of the AML Law, Ehirectorate for Prevention of Money Laundering
continues functioning as abffice for Prevention of Money Laundering and Finarcing of Terrorism
(hereinafter referred to as Office),as authority within the Ministry of Finance in tbapacity of legal entity
with higher degree of independence.

The competencies of the Office shall be implemerigd32 employees. The Office is organised in two
Departments: Department for Regulative and Systewe@pment and Department for Preventing of Money
Laundering and inspection monitoring and 8 Unitsiittfor Analytics, Unit for Prevention of Money
Laundering, Unit for Prevention of Financing Tersam, IT Unit, Monitoring Unit, Unit for Internaticad
Cooperation and System Development, Unit for HurRasources Management and Unit for Legal and
Administrative Matters. In this period, the emplegecontinuously participate in trainings in order t
maintain the level of knowledge and practices.

By the increasing of the number of its competensiege November 2008, the Office, independently iand
cooperation with other supervisory authoritiestiaméd and conducted monitoring of the applicatdrthe
measures intended for preventing of money laundexivd financing terrorism by different entities.

In this period, the Office undertook numerous atiis aimed at strengthening of its IT capacities:
Introducing of the IT equipment donated by EAPhe framework of the CARDS Programme 2003, using
special application called Investigation Case Managnt for work and managing of the cases, intréolict
of electronic archive, opening and updating of imé¢ page, as well as setting of electronic linkedrchange

of information with the Ministry of Interior, therfployment Agency, the Public Revenue Office, thetGea
Register of the Republic of Macedonia, the Cust@gdsinistration of the Republic of Macedonia etc.
Similarly, an electronic encrypted link has beemn e with all banks in order to provide regular and
connected cash transactions. The development pofiagje Office regarding the IT capacities has been
prepared in accordance with the ISO 27001 Standards

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

In the period from November 2007 to September 2689 Office, in cooperation with the Institute déé¢al
Studies from Spain implementadining project “Strengthening of the capacities f@ prevention of
money laundering- phase II*in a duration of 26 months. The realisation of ghisject contributes to the
introduction of a functional system for preventisigmoney laundering and financing terrorism andesys
for international exchange of information in acaorde with the international standards and the Bbdsirds
trough implementation of the activities within t@omponents: Strengthening of the capacities oftfiiee
and the other institutions included in the systempirevention of money laundering and strengthenointipe
inter-institutional and the international coopewati In the frame of this project, there are plaos 75
activities; likewise, after its termination, 400rgens from different institutions and entities ilwesl in the
combat against money laundering and financing tisrroshall be trained.

Within this project, as well as in cooperation wi®TZ, the American Embassy or on initiative and
organisation by the Office, there have been seueaalings for the entities. Regarding the raisofgthe
public awareness regarding the necessity for uakied of the measures intended for preventing ohego
laundering and financing terrorism, there has hmémlication of books and brochures (“National Stggtfor
Prevention of Money Laundering and Financing Teésrof and “Office for Prevention of Money Laundering
and Financing of Terrorism®).
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During 2008, theMinistry of Interior has introduced new organisational setup in itg fémi Combating of
Organised Crime, thus creatindJait for Fight against Money Laundering and Economcal Organised
Crime“. On central level, the Unit is responsible foogeeding in the investigations for providing profafs
criminal offences “Money laundering and other pem= of crime” and “Financing Terrorism*“. There afe
employees in the Unit.

Similarly, in 2007, the Ministry established the daegment for Criminal Intelligence. The Departmént
competent for collecting operational informatiodated to the criminal offences “Money launderingdan
other proceeds of crime* and “Financing terrorisas well as to other criminal offences) in ordetransfer
the data to the authorities responsible for thestigation.

Except on central level, each local organisatiamét of the Ministry of Interior employs police aférs who,
inter alia, are responsible for acting upon the issues “Mdaemdering and other proceeds of crime* and
“Financing terrorism“. The number of employees ocal level differs depending on the organizaticunait
and several factors (population, criminality ratie)e

The Ministry of Interior has established inter-depeent working group preparing action plan for cecting
of all databases as a prerequisite for connectinth® national Intelligence databases with Intelfige
databases of the EU, thus providing faster and raffigient fight against organised crime on natiosad
international level.

With the adoption of the new Law on Financial Pelia 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 been adopte&ehruary 2008: The Rulebook for Organising of the
Work and the Rulebook for Systematisation of Posthe Financial Police Office (hereinafter referte as
Financial Police). According to the above listedld®ooks, the work of the Financial Police has been
organised in 3 departments and 12 units, with wit@B posts, as follows:

1. Department for criminal and intelligence analysi

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

- Unit for disclosure of corruption and organisethhcial crime,

- Unit for disclosure of secret accounts and corgsaabroad and hidden criminal proceeds for thing@ns.

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 financiaregularities and frauds, international cooperatand
European integration,

- Unit for temporary seizure and expertise of cotapaystems, and

3. Department for legal and administrative matters.

Currently, the Financial Police employs 26 persionihe operational and police composition, and &qes
working on administrative matters. The employeesthia Financial Police continuously participate in
trainings related to maintaining the necessaryllefeknowledge and best practices in the area dfipu
finances, prevention and repression of organizedegras well as financial investigations relatedrtoney
laundering, corruption, freezing procedure, seizemnfiscation of proceeds acquired by criminakntfes
etc.
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In the period from 2007 to 2009, tivinistry of Justice undertook and implemented series of activities
directed towards strengthening the system for priéwe of money laundering and financing of terroriand
corruption. The Assembly of the Republic of Macddan March 2007 ratified theIN Convention against
Corruption.

The Law amending the Law on Prevention of Corruptedopted in January 2008 regulates the procedure
for examining the property of elected and appoirgtate officials, determining of the value of thase
amount for taxation and specify the provisionsteglao the activities of the Public Revenue Officehe
procedure for taxation of persons having the ohibigeto declare change of property.

The Law on Management of Confiscated Property, &tgpgsained and Objects Confiscated in Criminal and
Misdemeanour Procedures was adopted in July 2088 rdason for adopting of this Law is to avoid reésu
and illegal acts during the proceeding with thefisoated property. This Law regulates the managismg

and disposal with temporary seized property, pridgeand temporarily seized objects, as well as the
confiscated property, proceeds and the objectsedeiith effective decision during criminal and
misdemeanour procedure, as well as the establiskimmppetence, managing, disposal and other matters
related to the work of the Agency for Managing afniscated Property. The Agency for Managing of
Confiscated Property was established in Decemb@s.20

The Law amending the Law on Public Revenue Offidepted in July 2008 provides the possibility foe th
State Commission for Prevention of Corruption ilmmeration with the Public Revenue Office to vetifig
property and material situation.

In December 2007, the Law on Public Prosecutiontard.aw on the Council of Public Prosecutors &f th
Republic of Macedonia regulating the competencg, ¢bmposition and the structure of the Council. All
bylaws related to the implementation of the Lawgehlaeen adopted.

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

The Ministry of Justice prepared new Law on Crimhieocedure in the direction of accelerating thimural
procedure, thusnter alia, providing increasing of the level of efficiency adurts regarding cases in the area
of money laundering, corruption and organised crifrtés Law is completely in line with the interratal
standards, and notably with the documents of then€ib of Europe and the jurisdiction of the Europea
Court of Human Rights in the area of cooperatiothwinonymous witnesses. Currently, the Law is @& th
stage of inter-Unit consultation.

Similarly, draft-law amending the Criminal Code theen prepared. This law harmonises the laws iartbe

of anti-corruption legal frame, this draft-law alswludes the activities recommended in the Reporthe
evaluation, and refer to the offences “money laundé and “financial terrorism“. The draft-law i®
Assembly procedure, and its adoption shall mean the activities planed in the National Strategy on
Prevention of Money laundering and Financing Tésrorand in the Strategy on Reforming the Penitgntia
System have been realised.

A draft-law amending the Law on Financing Politi€alrties has been prepared aimed at raising tlet dév
transparency in the area of financing politicaltigar strengthening of the control of the financipkrations
of the political parties and strengthening the cetapcy of legally appointed competent organs. Téae s
in Assembly procedure.

There is ongoing preparation of draft version of ttaw on Associations of Citizens and Foundations
defining the conditions needed for establishing dmalctioning of citizen association, as well as the
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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 publfiterest,
introducing objective, liable and transparent megra regulating tax benefits and regulating theuess
concerning the liability related to the functionimgf associations and foundations, establishment of
associations by legal entities and other issud® dctivities of the Ministry of Justice within shpillar shall

be realised with this Law.

In order to strengthen the capacity of the PubfmsBcution related to proceeding in criminal offesmin the
area of organised crime and corruption and in atzoare to the new Law on Public Prosecution, newiape
Basic Public Prosecution Office for Prosecuting Orgnised Crime and Corruption responsible for the
entire territory of the Republic of Macedonias 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 tiing of the provisions and
standards prescribed in the European Directive /2806n taking up and pursuit of the business oflitre
institutiong and the European Directive 2006/49 on the capit@quacy of investment firms and credit
institutions, this Law represent significantly important deyetent of bank related regulative and the
supervision in the Republic of Macedonia. The nmiogiortant modifications and improvements of the Law
having corresponding impact on the measures foreptéon of money laundering and financing terrorism
refer to the following:

- Promotion of prudential requests and criteria foerising of shareholders with qualified participati
in a bank, as well as of the members of superviand/managing boards;

- Strengthening of the corporative bank management.

- Promotion and strengthening of risk management Isstem, because the Law and the adequate
bylaws are the firs legal acts defining the ternpeiational risk® as a risk which according to
international standards, includes risks arisingtianey 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 laundeingd
financing terrorism, the promotion of the critefia licensing and the strengthening of correctianalsures
are of great importance. The new Law on Banks ples/significant level of strengthening of the ci&teon
which basis the assessment of the adequacy ofhaetwlders with qualified participation in a baisk
performed (the so-called "fit and proper" criteridhe Law envisages application of identical ciéefor
assessing of shareholders with qualified parti@gypatregardless of the fact whether the assessiisent
performed during the procedure of establishing e lbank or during changing the ownership structire
already existing bank in the country. The critémiclude assessment of the risk that can be encaahby the
person wishing to gain qualified participation imank regarding its stability, safety and reputatiootably,
its functioning in accordance to the regulatiomg]uding assessing of the risk related to monepdating
and financing terrorism. The Law on Banks cleadgnitifies the persons who cannot become sharelsolder
with qualified participation in a bank.

One of the more significant modifications contaimedhe new Law on Banks refers to the type of mess
that the governor of the National Bank can takeatols a bank, bank group or bank authority, as agthe

2 Directive 2006/48/EC of the European Parliamemd af the Council relating to the taking up and suiitr of the
business of credit institutions (recast)

% Directive 2006/49/EC of the European Parliament af the Council on the capital adequacy of investt firms and
credit institutions (recast)
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manner and the procedure for taking these measlinesnew Law accepts the approach of gradatiohef t
measures that can be directed towards the barks, ifsuing of recommendations, warnings or conolgdi
protocols, trough interdiction or limiting of ceirta activities to introduction of administration and
withdrawing of the permit for taking up and pursofithe business. In the area, great importangeaisted to
the explicit provision contained in the Article 182the Law according to which the governor hasriplet to
take corresponding measures in cases where thesielddion of the regulations related to preventiah
money laundering. Similarly, in the cases whene&hare evidences that the bank is included in money
laundering or other criminal offences, the goveris@ntitled to withdraw the permit for taking updapursuit

of the business. At the end, on the basis of the Io@w on Banks, one especially significant instrame
available to the National Bank is the possibility pronouncing misdemeanour sanction without mizxtiaif

a court. In this manner, there is increase ine¢hellof efficiency of the National Bank regardingmouncing
measures and improving of conditions in bank systéhe Law on Banks envisages the possibility of
sentencing misdemeanour to a bank, the respongéisons, all legal entities who are obliged to iact
accordance to the Law on Banks (shareholders withlifted participation, brokerage houses, audit
companies, persons connected to the bank), agwséile responsible persons in those legal entities.

It should be emphasised that all previously ligisalisions of the Law on Banks are correspondiagiglied
in the case of savings banks and the brancheseaiffobanks located in the Republic of Macedonia.

On the basis of the AML Law, on 01.07.2009 the Giluof the National Banks adoptedD&cision on the
Manner and the Procedure for Establishment and Apgtation of the Bank’s Program for Prevention of
Money Laundering and Financing Terrorism. This Decision provides a possibility for strergting of the
efficiency of the application of the programs oé thanks for preventing of money laundering andnfiirag
terrorism, especially in the area of enhanced tliere diligence and business relations with high related
to money laundering, specifying of the tasks anspoesibilities of the person responsible for money
laundering and financing terrorism, permanent ingjrof the employees and corresponding cooperatitn
the Internal Audit Office. The most important nel@reent introduced by the Decision is the specifyhthe
obligations of the banks regarding the creatiorigif profile on the basis of all relevant infornzatiand data
on the client and the business relation in questionthis manner, there is a possibility for apation of an
approach for client due diligence based on theadegf the risk arising from money laundering amaficing
terrorism.

In May 2007, the amendments of the Law amendind_#ve on Fast Money Transferwere adopted, thus
strengthening of the criteria for licensing of pders of fats money transfer, as well as specifyirgycases
where the Governor can withdraw the license fag fabney transfer. One of these cases is the \daolati

the provisions of this or other Law referring t@ tivork of the providers of fast money transfer.isTheans
that the Governor can withdraw the license for fastey transfer in cases where there are eviderfaemn-
compliance with the Law on Preventing Money Lauimterand Other Proceeds of Crime and Financing
Terrorism. Similarly, the modifications of the Lamvisage the possibility for sentencing of misdemea
sanction for the provider of fast money transfet #re responsible person of the provider in casenvthere

is no or there is lack of implementation of a pesgme for prevention of money laundering or when the
procedure is not in accordance with the regulatidefining the prevention of money laundering and
financing terrorism.

New Decision _on_Currency Exchange Operationshas been adopted in February 2009 defining the
conditions, manner, procedure and the documentdgledeéor obtaining license for currency exchange
operations, the manner of performing currency emghaperations and the measures that can be tgkée b
National Bank. According to this Decision adoptedtloe basis of the Law on Foreign Exchange Opersitio
the authorised currency exchange entity is obliggobssess programme for prevention of money laimgle

in accordance to the regulations defining the pmeee of money laundering and financing terrorisifihe
content of the Programme has been regulated inGthidelines for implementation of the Decision on
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Currency Exchange Operations adopted by the Gowefrtthe National Bank on 12.03.2009. If the Na&ibn
Bank shall identify that the authorised currencght@nge entity does not possess such programmessegs

a programme which does not contain all necessamaestts, the Bank has the right to withdraw thenkee
for currency exchange operations. Similarly, théidweal Bank shall revoke the license for currengghange
operations of the authorised currency exchangeyentiall other cases when currency exchange dpesat
are being performed contrary to the regulationsptatb on the basis of the Law on Foreign Exchange
Operations and this Decision.

During 2008the Securities and Exchange Commission of the Replibof Macedonia (SEC)upgraded its
human resources by employing 5 persons: 2 persotisei Capital Market's Supervision Department , 2
persons in the Unit for Issuing of Licenses and acmountant. In this context, it is very importemimention

that in the last period, the Commissidnter alia, has been actively working on the training and the
upgrading of the knowledge of the employees in #iea of the implementation of all AML/CFT
recommendations. In cooperation with the Office ferevention of Money Laundering and Financing
Terrorism, the Commission organised one training ti.e employees in Capital Market’'s Supervision
Department and one training for the employees okdnage houses and investment funds. These training
were organised in order to raise the awarenessll gbagticipants in the capital market regarding the
obligations and tasks arising from the Law on Pnéea of Money Laundering and Financing Terrorism.

On 28.01.2009, the Assembly of the Republic of Miacéa adopted the new Law on Investment Funds
which is in line with the following European Diraats: 32001L0108, 32001L0107, 31985L0611,
32000L0064, 32004L0039 and 32007L0044. This Lavll sbatribute to the higher level of transparenog a
control of the work of investment funds which ataced under the competency of the Securities and
Exchange Commission of the Republic of Macedonia.

Similarly, in the beginning of 2009, the Securitaasl Exchange Commission of the Republic of Macidon
signed the IOSCO Multilateral Memorandum of Undamsling (I0OSCO), Appendix B.

It is important to emphasise that the amendmerdsnardifications of the Law on Securities are in final
stage. One of the most important modifications lo$é L.aw is the inclusion of new article definingeth
obligations arising from the regulations concernimgvention of money laundering and financing tésrn
and referring to all authorised participants in dapital market, which until present were regulakéith the
Law on Prevention of Money Laundering and Financlegrorism according to which the Securities and
Exchange Commission of the Republic of Macedonia a@ing also. These modifications also specify the
measures that can be sentenced by the Commisgjardieg the authorized participant in the capitarket
and which, depending on the committed offence,reage from pronouncing of public notice to permanen
revoking of working permit of the legal or physiaaitity committing the misdemeanour. The modifizasi

of the Law envisage that the Commission shouldgmep Rulebook defining the measures and actitigts
should be taken by the authorised participant ouisges market in order to disclose and prevenheyo
laundering and financing terrorism. By these madiiions, the Commission acted upon the recommemndati
contained in the Moneyval Report and intervenedhim contents of the Law on Securities specifying th
obligations of authorised participant in capital rked, as well as the competencies of the Supemvisor
Commission and the pronouncing measures on the bfgie regulations on prevention of money lauimgder
and financing terrorism.

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

Namely, in the first half of 2009, the Unit has fpemed on-site supervision in two insurance comgsni
including money laundering and financing terrorisyrthe entities.
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In the first half of 2009, the Rulebook for Pretien of Money Laundering and Financing Terrorismnthie
area of insurance has been prepared for the ndedsunance companies and other entities workinthé
insurance market and in accordance with the recardat®n of MONEYVAL. This Rulebook has been
distributed to all entities working in the insuranmarket and has been published on the internet pfathe
Ministry of Finance iww.finance.gov.mkin the section- Financial system- Insurance- Rspo

The Rulebook includes the following:

-Measures and activities for prevention of moneyntiering (meaning and principal standards for obigi
information on the clients of insuring companiestablishing of business relations, methods of ifleation
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 Audffice and the employees included in the procafss
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 predon of money laundering and financing terrorism
regulated in the Rulebook on the Manner of PerfognBupervision of Insurance Companies and Other
Entities in the Insurance Market in the Republidvzcedonia. This Rulebook was published on themete
page of the Ministry of Financenvw.finance.gov.mkin the section- Financial system- Insurance- Rspo

The Rulebook includes the following:
- The legal basis in the Republic of Macedonia,
- Objectives of on-site supervision,
Obijectives of off-site monitoring of the functiog,
Procedure of on-site supervision,
Organisation and procedure of on-site supervjsion

Cooperation and exchange of information and datia other supervisory authorities in the Repulalic
Macedonia.

In accordance with the organizational structurehef Public Revenue Office(hereinafter referred to as
PRO), the General Tax Directorate includes sepdtatie for Cooperation with Other Authorities and
International Exchange of Data (established in 200Be of the competencies of this Unit is the @vapon
with the Office for Prevention of Money Launderiagd Financing Terrorism.

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

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

3.In accordance with the competences of the PRO lemd.aw on Prevention of Money Laundering and
Financing terrorism, the Public Revenue Office uidels specially trained team of inspectors perfogmin
control of casinos;

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

5.The introduction of the VAT system in the RepuldicMacedonia has created conditions for numerous
financial frauds frequently connected to money tmring. In order to recognise and prevent financial
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frauds, there is ongoing preparation of Rulebook Disclosure and Prevention of Financial Frauds
containing practical examples and schemes of fiahfrauds and money laundering.

During June 2009, thAML and Compliance Commissionwas established in the frame of the Banking
Association within the Economic Chamber of the Rejouof Macedonia. Representatives from severakban
in the Republic of Macedonia sit in this Commissidrhe principal role of the Commission is the
establishment of efficient system for applicati@fighe regulations defining banking operations npearent
monitoring of the application of the regulationsdasupervisory standards, improving of the functignof
banks and savings banks and cooperation with thigutions working in the area of harmonisation and
prevention of money laundering and financing tesrar

New developments since the adoption of the first pgress report

In the period after adoption of the First writtaméress Report (September 2009) competent audsoriti
in the Republic of Macedonia have undertaken ang@lémented numerous activities aimed| at
strengthening of the money laundry preventing spsiad financing terrorism.
The Law on Prevention of Money Laundering and OfPerceeds of Crime and Financing Terrorism
(“Official Gazette of the Republic of Macedonia“.n94/08) has been amended in 2010 and 2011.
Amendments have been made in order to achieve hiffggee of harmonisation with the Commissjon
Directive 2005/60/EC, the 40 FATF Recommendatiomd the 9 Special FATF Recommendationg as
well as for purposes of harmonization with natidegislation regulating inspection (Law on Inspeunt
Supervision). The Law on Prevention of Money Lauimdeand Other Proceeds of Crime and Finang¢ing
Terrorism (“Official Gazette of the Republic of Madonia“ no. 04/08, 57/2010 and 35/2011) hereinafter
AML/ CFT Law specifies certain issues:
- creates obligations for entities in directionusfdertaking of stricter measures for identificatimd
keeping records,
- imposes obligation for monitoring transactionsnfrand to the countries which have not implemented
the AML/ CFT measures,
- imposes obligation for monitoring unusually lartgansactions,
-precise content of internal programmes and orgdioiz of the AML/ CFT Units within the obliged
entities,
-imposes stricter penal policy for violating theyisions of the AML/ CFT Law,
-determines the obligation to the authorized perigothe obliged entity to fill orderly the numeric
register;
- the OPMLFT acquires a competence to issue tmlitiged entity an order for the monitoring of the
business relationships of the client;
- the competence of the OPMLFT to conduct supemiss specified, as well as the rights and
obligations of the inspectors - employees of th&/QPT;
-defines the competence of the Public Revenue ©ffigm the aspect to control the implementation of
the measures and actions for prevention of monaydering and terrorism financing, to supervise the
organizers of games of chance in gambling housesn@s), as well as to supervise the legal andalgtu
persons who perform following activities: real éstaaudit and accounting services, providing advice
relating to taxes and consulting services, legasqes who receive a pledge of movable property|and
real estate, associations of citizens, foundatimsothers.
On the basis of the AML/ CFT Law, the following bwishave been adopted in order to specify certain
matters:
* Rulebook for the form and the content of the ohdagt obliged entities submit to the Office for
Prevention of Money Laundering and Financing ofrdism and the way of their electronic
submission (from 21/10/2010, published in the QdficGazette of Republic of Macedonia no.
140/2010);
» Rulebook for the form, the content and the wayssfiance, revocation and use of the official
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identification card of the employees in the Offiime Prevention of Money Laundering a
Financing of Terrorism (from 27/10/2010, publishedthe Official Gazette of Republic ¢
Macedonia no. 142/2010);

* Rulebook for amending of the Rulebook for preparaf list of the countries that meet t
requirements for prevention of money laundering &rdorism financing (from 05/01/201
published in the Official Gazette of Republic of é¢donia no. 2/2011);

* Rulebook for preparation of list of countries whichven't implemented or have insufficien
implemented measures for prevention of money latmgleand terrorism financing (fron
05/01/2011, published in the Official Gazette opRiglic of Macedonia no. 2/2011);

» Rulebook for the form and the content of the numeggistry that is filled by obliged entities
providers of fast money transfer (from 01/05/20dublished in the Official Gazette of Repubi
of Macedonia no. 2/2011);

* Rulebook for the form and the content of the numeegistry that is filled by obliged entities

who organize games of chance in gambling clubsr{ogfs (from 01/05/2011, published in t
Official Gazette of Republic of Macedonia no. 2/2)1

» Rulebook for the form and the content of the numeegistry that is filled by the obliged
entities who perform foreign exchange operationsngf 01/05/2011, published in the Official

Gazette of Republic of Macedonia br. 2/2011);

* Rulebook for the features of the software for awttendata processing (from 03/02/2011,

published in the Official Gazette of Republic of ¢¢donia no. 16/2011) and

» Rulebook for the form and the content of the numezgistry that is filled by brokerage houses
and banks licensed to operate with securities (ft6/02/2011, published in the Official Gazette

of Republic of Macedonia no. 19/2011).

In order to harmonize with the new Law on CrimifRabcedure the Office for Prevention of Money
Laundering and Financing Terrorism has obligatmprepare amendments to the AML/ CFT Law and

submit to Government of RM by November, 2011.

The Office for Prevention of Money Laundering andancing of Terrorism in cooperation with all

competent institution involved in AML/ CFT systenave prepared new National Strateqy
Prevention of Money Laundering and Financing Tésroras a middle term strategic document for

for
the

period 2012-2014 envisages measures and activdigeted to enhance AML/ CFT system. The

National Strategy for Combating Money Laundering aerrorism Financing for the period 2012-20
as a continuation of the objectives and the a@wiof the two previous National Strategies (208E8
and 2009-2011), according to the program of the éBawent of the Republic of Macedonia, it
planned to be adopted by the Government of Repablidacedonia no later than October 2011.

The Office for Prevention of Money Laundering aridafcing of Terrorism (hereinafter referred to
OPMLEFT), is a as authority within the Ministry of Finanaethe capacity of legal entity with high
degree of independence that acts as Macedoniaimaacial intelligence unit competent to colle

process, analyse, keep and disseminate intelligeéocthe competent authorities for AML/ CHT

purposes.
The competencies of the OPMLFT are implemented @yefiployees. The OPMLFT focused
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attention as well to the professional development advancement of its human resources via their

participation in training course, study visits, temences, etc which number is more than 50 as
presented in ANNEX 1.

In this period, the OPMLFTindertook numerous activities aimed at strengtitenf its IT capacities
upgrading of the OPMLFT application - Investigatidase Management for work and managing of
cases, setting a new process for information exganith all banks (automated receiving of

information), introducing a new application for edgng certain data from notaries, car dealerskban

(credits) and insurance companies according taelkrf9-a from the AML/CFT Law.

During January 2011 OPMLFT initiated activities forplementation of new software solution for d
collection, processing and automatic categorizatiml analysis of cases and generate repor
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OPMLFT. Contacts with FIU - Norway were realizedated to this issue. Within the framework

of

these contacts, Norwegian experts visited OPMLFY ago team of employees of the OPMLFT made a

visit to the Norwegian Financial Intelligence Units a result of these contacts, currently there
preparations for submitting of formal applicatioor fProject for implementation of new softwa

solution in OPMLFT, which will be financed by theo@&rnment of the Kingdom of Norway. The
software solution that is already established aimdsgsuccessful results in the Financial Intellicgep

are
re

Unit of Norway, will enable all responsible entgti¢go submit reports by electronic way, through web
application, that in accordance with the law thayéhto submit to the OPMLFT, which is particularly

important from the point of view of submission eports for suspicious transactions / activitiesoi
the software will enable the efficient pre- anadysif the suspicious transaction reports (profilir
automatic processing of these reports will allovttfar easier handling and determination of prioirity

)

cases arising from these reports, and will enallsiee and quickly search through the database,
improving and simplifying the process of preparofgreports, cases schemes etc. The project value is
approximately 1.200.000,00 EUR and we expect litginning in October 2011. The duration of the

project will be 36 months.

Part of OPMLFT’s activities has been directed talgastrengthening of its cooperation with the FIU
other countries trough providing on time (requestedgpontaneous) information, signing of MoU
fulfilling its obligations. In the period of thieport the OPMLFT has signed 8 new MoUs and now t
number of signed MoUs is 39.

After successful implementation of the twining jext “Strengthening of the capacities for prevemtio
of money laundering- phase Il, the OPMLFT has cw#d with organization of a series of AML/ CFT

trainings alone or jointly with GTZ, the AmericamBassy or TAIEX. In 2010, the OPMLFT organiz
26 training courses and 352 participants were ireabl(responsible persons and employees of

of
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exchange offices (197 persons), provider of fasheydransfer (46 persons), 13 insurance companies

(17 persons), 11 insurance brokerage companiegé€iSons), 3 insurance agencies, 6 casinos

(13

persons) and 60 real estate agencies (62 perstmg@riod January — September 2011, the OPMLFT
organized 2 training courses for NGOs (161 paicip from 160 NGOs), training for employees of pne

new casino (17 persons), one company administecieglit cards (13 persons) and 39 audit
companies (45 persons).
Familiarisation of the employees who work for #tities responsible for implementation of AM

CFT measures and actions for prevention of monemdering and financing terrorism, with the

obligations they have pursuant to the AML/ CFT Las,well as raising the awareness on the issl
money laundering and financing terrorism and thasuees for their recognition and detection, are|
main purposes due to which in 2010, with finansiapport by the Embassy of the Kingdom of

Netherlands, the OPMLFT prepared and published0D5¢@pies of the Rulebook on Implementation
Measures and Actions for Prevention of Money Lauindeand Financing Terrorism by the entities
30 June, which were distributed to all the resguaséntities. Alongside described general and §ipe
for each type of entity AML/ CFT obligations, thistl of indicators for recognition of suspicio
transactions, represent a significant part of theBook’s contents. They were also published on
website of the Office. With a view to facilitatbet obligation of the entities for the preparatidnag
programme on ML/ FT prevention, the OPMLFT produeaed published an Instructions on Prepara]
of a Programme for Application of Measures and éwdi for ML/ FT Prevention, which is an integ
part of this Rulebook.

For the purpose of maximum utilization of the tdchhand human resources, increase of the effigig

and effectiveness while acting upon, since Febra@dd, the Ministry of Interiothereinafter Mol) has

a new organizational structure, which in the M@l eohigher organizational level, sets up newly fedln
Financial Crime Department which includes the Uait money laundering and economic organi:
crime, (as well as the Unit for corruption and theit for cyber crime). Such organizational struety
allows for concentration of personnel qualified . crimes documentation and allows for continug
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which crimes in the last several years were presentost of the submitted criminal charges for ML.

The new organizational structure provides for insezl number of employees, throughout the Fina

Crime Department total number of 59. At the sameeti other organizational units within the Mol
contributing to the detection and documentatiofinodbney laundering” and “terrorism financing” with

ncial

competencies at central — national level (Specigestigative Measures Unit, Criminal Intelligence
Unit, etc.) have been strengthened with the nevaroegitional setting, both in number of employges,

and by growing into organizational units with higlstatus in the systematization (Departments ids

of Units or Sectors), which, in return is expectedncrease the efficiency. The Mol has establigh

tea

inter-department working group preparing actiompiar connecting of all databases as a prerequisite

for connecting of the national Intelligence datasasvith Intelligence databases of the EU, t
providing faster and more efficient fight againgganised crime on national and international leVak
establishment of the database develops within tbeiged time limits, currently being in a phase
selection of the best bidder among all bidder cargs responding to the public procurem
announcement for preparation of a national intetice database.

The Securities and Exchange Commission of the Ripob Macedonia(hereinafter SEC) in 201

hus

O

employed 4 Commissioners that according to the i8&=ilaw were appointed by the National
Assembly of the Republic. With the new reorganaatdf the SEC the Department for supervision of

the capital market now employees 7 people. The GE&tively working on training and upgrading
the knowledge of the employees in the area ofrtidementation of all AML/CFT recommendations.
cooperation with the OPMLFT, the CEC organisechtrajs for its employees as well as the employ
of the authorized market participants. In 2010 Plagliament passed the amendments to the Secu
Law published in the Official Gazette 57/2010. imel with the recommendations from the Money
committee, a new article was included in the LawicWwhdesignates the SEC to supervise
implementation of the AML/ CFT provisions and issoeeasures against the authorised ma
participants that have violated the provisionshef AML/CFT issues. The amendments to the Law h
also defined what a business secret is and thaudfiorized market participants should regard
received information as business secret which neydibseminated only at the request of authg
authorized by law (including SEC and OPMLFT). Ferththe law also requires that all thg
natural/legal entities that are requiring permissfor qualified holding in an authorized mark
participant should submit a proof that indicates ¢higin of the funds required to obtain the quedif
holding.

At the end of 2009 the Insurance Supervision Agemayg established as a new regulatory body or
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financial market in the Republic of Macedonia. &tar with the establishment of the Agency the

insurance supervision function from the Ministryfiolance was automatically transferred to the Age
while the legislation is still in responsibility ¢ie Ministry of finance.

According to the Insurance Supervision Law (Officgazette of RM, nr. 27/2002, 84/2002, 98/20
33/2004, 88/2005, 79/2007, 08/2008, 88/2008, 6 0201d 44/2011) the Insurance Supervision Age
(hereinafter: the Agency) is an autonomous anddeddent regulatory body with public authorization
Within its authorizations and competences, the aibje of the Agency is to create an adequ
protection of rights and interests of policyholdarsd insurance beneficiaries by strengthening
promoting development of the insurance market encthuntry. The Council of experts is a managen
body of the Agency. The Agency is accountable éoRhrliament of the Republic of Macedonia.

The authorizations of the Agency are: conductiorsugiervision of insurance undertakings, insurg
brokerage companies, insurance agencies, insutamoers and agents, and the National Insurg
Bureau; issuance and revocation of licenses, ctsisparmits in accordance with the Law and of
laws in its jurisdiction; pronouncing of supervisianeasures prescribed by Law; enactmen
secondary legislation (bylaws); proposal of laws &mloption, from the insurance domain, to

Ministry of Finances; membership in the InternasibAssociation of Insurance Supervisors, coopend
with other authorized supervision institutions dre tfinancial market of Republic of Macedon
stimulation the further development of the insumircthe country and rise the public awarenest®
role of the insurance and insurance supervisiopersision of the application of measures and ast
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against ML/FT in accordance with the AML/CFT Law.
In accordance with the organizational structur¢hef Public Revenue Offichereinafter referred to 3
PRO), the General Tax Directorate includes sepasatefor Cooperation with Other Authorities a
International Exchange of Data (established in 20@e of the competencies of this Unit is
cooperation with the OPMLFT.

1.

In this direction, the both institutions nominateersons who are authorized for cooperation
exchange of data between the OPMLFT and the PRO;

Starting from 2009, there is an electronic exchasfgiata between the OPMLFT and the PRO
In accordance with the competences of the PRO hadAML/ CFT Law, the PRO includg
specially trained team of inspectors performingtarof casinos;

In 2009 and 2010, there was performing of jointtoaa with the OPMLFT of entities within th
competence of the PRO from the aspect of takingsarea for ML/ FT prevention.

The introduction of the VAT system in the Repubdic Macedonia has created conditions
numerous financial frauds frequently connected tmay laundering. In order to recognise &
prevent financial frauds, there is ongoing prepanabf Rulebook for Disclosure and Prevent
of Financial Frauds containing practical examples schemes of financial frauds and ML.
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2.2 Core recommendations

Please indicate improvements which have been madesspect of the FATF Core Recommendations
(Recommendations 1, 5, 10, 13; Special Recommemdati and IV) and the Recommended Action Plan

(Appendix 1).

Recommendation 1 (Money Laundering offence)

Rating: Partially compliant

Recommendation o
the MONEYVAL
Report

f The presumed backlog of money laundering casesirgerat courts should b
addressed. The lack of expertise, referred to pessible reason behind long delays
money laundering cases, should not pose a permasiesiacle as it appears to |
remediable by appropriate training of the judicisamd prosecutors which had alrea
been mentioned among priorities in previous rouofdSIONEYVAL evaluations. Lo
effectiveness concerning money laundering convistieeds to be addressed.

Measures reported §
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

In order to create functional and efficient judiggstem based on European standa
in November 2004 the Government of the Republic M#cedonia adopted th
“Strategy on Reforming the Judicial System".

The reforms in the judicial system in the frametld Strategy started in 2004 a
includes the period till February 2008. The rediisaof the activities defined in th
Strategy is in accordance with the adopted Actitam For its implementation. In th
implementation stage of the Strategy, the Ministiyustice and the other compets
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, Coun
for monitoring of judicial reforms has been setaga unique and highest institutior
form competent for monitoring of the effects of theform process trough dire
examination of the Reports on the implementatiothefStrategy.

One of the most important priorities in the franfiehe reform of the judicial system
the Republic of Macedonia was the adoption of theeAdments to the Constitution
the Republic of Macedonia. On 07.12.2005, the Ad&dgnof the Republic of
Macedonia adopted 15 Amendments to the Constitutidhe Republic of Macedonig
The majority of the Amendments refer to the strhaging of the independence of t
judicial system. These Amendments especially takeadnsideration the election

Amendments regulate certain issues in the areakfggprosecution organization.
On the same session when these Amendments wergedd(p7.12.2005), th
Constitutional Law on the Implementation of the Amdments to the Constitution wij
adopted setting the timeframe for adoption of #hesl important for the realization
judiciary reforms.

The judiciary reform is aimed towards increasingh# level of efficiency and fastg
procedures (including the procedures for the crainadfence of money laundering al
financing terrorism) and is being realized by tdegtion of the following laws:

- The Law on Judicial Councdf the Republic of Macedonia (“Official Gazettetb&
Republic of Macedonia“ no. 60, its application stdron 01.09.2006), operationalis|
the Constitutional Amendments from 2005, re-defiaed modified the competency
the process of election and dismissal of judgesaaguarantee for the judici
independence.

- The Law on Court§'Official Gazette of the Republic of Macedonia“.r&8/06 which

judges and the Judicial Council of the Republic Macedonia. Similarly, the
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application started on 01.01.2007) introduced nicalions in the organisation
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structure and the real and territorial competentycaurts. Pursuant to the Law,

separate judicial units have been establishedeicdlurts having extended competency.

There was re-organisation of the Court of Firstdnse in Skopje, so the Court of Fi

Instance Skopje | functions as criminal court, #mel Court of First Instance Skopje| 2

as civil court. In 2007, pursuant to the Law on @Esuall bylaws have been adopted.
the direction of permanent implementation of theeda for independent and efficie
judiciary, there is ensuring of total functionalépd efficiency of the newly establish
Administrative Court and the Court of Appeals Geemti Pursuant to the La
amending the Law on Courts (“Official Gazette" 38/08) the Court of First Instang
in Skopje established Specialised Court Unit Comptefior Deciding upon Offences
the Area of the Organised Crime and Corrupfimmthe entire territory of the Republ
of Macedonia. Pursuant to the Law on Courts andlLin amending the Law o

Courts, on 07.04.2009 the Unit for Deciding uporsésafor reaching a decision within

reasonable deadline was set up in the Supreme Gfoiln¢ Republic of Macedonia.
The Court Rules of Proceduradopted in May 2007 (whose application started

st

01.01.2008) regulates the internal organisationouirts, the record keeping and other

books, administration of documents and forms, adhtmation of statistical data and

testimonies, professional training of the staffimadstration of penal records, keepi
records on penal sanctions and other matters. Tikdreplementation of many ne

elements in order to ensure improved managing ofitcoases trough mandatory

electronic inscription and electronic classificatiof cases on the basis of rand
selection of judge.

Pursuant to the Articles 42 and 43 of the Law anAlcademy for Training of Judges

and Public Prosecutors (“Official Gazette of theo&dic of Macedonia“ no. 13/2006
the Academy offers permanent professional traimhgidges and public prosecuto
In order to maintain and extend the knowledge anéepsional skills in the performin

of judicial and prosecution function, the Adminiive Board of the Academy has
adopted the “Framework Agreement for PermanenteBsidnal Training of Judges
and Public Prosecutors for 2009-2010“. The Progranmnintended for the already

appointed 656 judges and 173 public prosecutoraedisas for the judges and pub

procurers who shall be elected in 2009-2010 anddesellors working in courts and

public prosecutor offices. The right and the ollia for permanent profession

training of judges and public prosecutors are sedlidepending on the working
experience. The Programme envisages subjectringfdo the material and the

process criminal law, i.e. referring to the crimirets against public finances, t
payment operations in the area of economy, lighilitlegal entities, subjects related
international criminal law, subjects related to anmiged crime emphasising mon
laundering.

In 2008, in the frame of the twining project “Dewpinent of Capacities for Fight
Against Money Laundering- Phase II* implemented¢daoperation with the Institute of

Fiscal Studies from Spain, several specific ac#sitwere organised aimed
strengthening the institutional capacities of th&ic® and the other institution
involved in the system for prevention of money ldeiing and financing terrorism.
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the framework of this Twining Project, more thanrg@Presentatives of the courts gnd

the Public Prosecutor Office are included in mbiantten activities.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

INDEPENDENCE AND IMPARTIALITY

Aiming at improving the legislative framework, irrder to further strengthen the

independence of the judiciary and increase itgieficy, in 2010 the core reform lay
were adopted, incorporating the best Europeanipesctsolutions and standards. O
long-term basis, they set the firm legislative bé&seindependent and autonomag
judiciary. They are, mainly, the Law on Academy fioidges and Public Prosecutd
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Law amending the Law on Litigation, Law on Expedsiimonies, as well as Law on
Assessment, and the package of laws adopted inmlmxe2010:; the Law amending
the Law on Courts; Law amending the Law on Judi€alncil of the Republic of
Macedonia; the Law amending the Law on Court Budipet Law amending the Law
on Court Budget, the Law amending the Law on Jatifervice; the Law on
Administrative Disputes; the Law on Criminal Proass

« Law on Academy for Judges and Public Proseclitoits purpose is to create
high profile professional staff to perform the offs of a judge or public prosecutor,
through redefinition of the requirements for erenilent of candidates for the initial
training (BA in law, with average grade of at le@sproficiency in at least one of the
official languages of the European Union — out dfickh English is mandatory,
computer proficiency); introduction of psycholodictest and test of integrity;
increased duration of the initial training, to tyars (9 months theoretical training and
15 months practical training); the right of the tbesked candidates in the first stage
of initial training — theoretical part — to deciddether they would perform the offige
of a judge or of a public prosecutor; as well astiomous vocational development |of
judges and public prosecutors.

« The Law amending the Law on Couttsedefines the competence of basic
(lower) courts with basic and extended competeremiefines the general conditions for
election of judges (BA in law, with average graflatdeast 8, active knowledge of one of the
official languages of the European Union, of wiigiglish is mandatory); it introduces tests
of integrity and psychological tests; it introdudesthe first time the career system when
electing judges for higher court instances; itraefispecial conditions for election of judges;
introduces the new, Higher Administrative Courtgefines provisions on disciplinary
procedure and introduces new grounds to estabilighmpetence and unconscientiously
work; introduces new principle of transparencyptigh mandatory establishing of public
relations offices in courts, and appointing a resjilde officer to work in those offices;
establishes the obligation for courts to publish diecisions passed on the web-sites of
the court within two days from the date of prodgcamd signing them.

» The Law Amending the Law on Judicial Council of fepublic of Macedonia
prescribes the procedure and defines objectivenaamkurable criteria for monitoring
and evaluation of the work of judges; it reguldtether the disciplinary procedure that
establishes disciplinary responsibility of a judgad the procedure to establish
incompetent and unconscientiously performance ef jtidicial office; it foresees
mandatory, at least once a month, public sessixugsing all petitions and grievanges
submitted by citizens and legal entities, regardireggwork of judges and courts.

* An important segment for the independence of tlokicjary is its financing
which was improved through the adoption of the Lawending the Law on Court
Budge®, establishing a fixed percentage for financinguaficiary, amounting to 0,8
percent GDP, which is twice as high as the curpenirt budget. The level of 0,8
percent of GDP will be reached progressively, vdtjual increasements until 2015,
whereby it is foreseen that in 2012 it reacheslekel of 0,5% GDP, 0,6% in 2013,
0,7% in 2014 and 0,8% in 2015. Other new developsienthe law are that in a case
of rebalancing the Budget of the Republic of Macedpthe funds to finance the
judicial power could not be decreased. Within tlwi€ Budget there are contingency
funds as current reserve, and they must not ex2¥edf current expenditures of Court
Budget. When allocating the funds from Court Budget, at least 2,5% must be sj

* Adopted on 02.07.2010, published in the OffiGalzette 88/2010
> Official Gazette 150/2010:
® Adopted on 28.10.2010, Official Gazette of the®&alic of Macedonia No. 145/2010.
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on vocational training of judges, law clerks, cquotice and other employees of courts.
. The Law amending the Law on Judicial Service furtfegulates the already
established single legal framework regulating #eeb of rights, duties and responsibilities of
judicial servants; it further regulates the emplepprocedure, it introduces a carger
supplement and faster and easier advance in theestiirough an internal ad.
. The Law amending the Law on Administrative Disputesoduces the right t
appeal in the administrative disputes and estasishe Higher Administrative Court.
. The Law on Management of Court Cdsésresees use of automated compliter
system to manage court cases; respect for legdlides for procedural action, as well
as for the adoption, producing and publishing theurc decisions; it foresees
establishing of Taskforce to manage the case floaugh the couft which proposes
measures to prevent and reduce the backlog of, cagetates the modalities of publicatipn
of court decisions on the web-site of the court.
. Regarding the implementation of new laws in thieesp of the justice system,
as well as the use of automated court cases maeayesystem, there were two
meetings — on 10.12.2010, with representatives fthenjustice system institutions
(Supreme Court, Administrative Court, Basic, ApgtllCourts, as well as the Judiqial
Council) and on 22.12.2010. with the presidentBadic Court Skopje 1, Basic Court
Skopje 2, Administrative Court and the Appellate u@oSkopje, regarding the
application of principle of transparency of courts.

O

EFFICIENCY OF THE JUDICIARY
To further increase the efficiency of the judicjiagveral laws were produced and enacted, as
follows:
« Law on Litigatior?, (vaction legis 1 year, in force as of 07.09.201&frengthens
the legal certainty and contributes towards mdieiexfit and more economical operation| of
courts, reducing the duration of procedures aratingemore business-friendly climate. Most
important developments in the law are the mandgi@paratory hearing, specified deadlines
for procedural actions, increased quality of witdtoduced alternative dispute resolution
modalities — mediation; improved system of serviifewrits and electronic servicg;
introduced audio recording of hearings, by whiah dludio recording becomes an integral
part of the court case.
To successfully implement the amendments to the bawLitigation, regarding th
procedure at hearings, a coordinative body on diogrof hearings was established,
involving USAID representatives and presidentsafrts. On 18.04.2011 installation |of
the audio recording equipment began, in 30 cofots80 courtrooms. The new audio
equipment consists of 5 (five) microphones for gee attending the hearing, a mixing deck
and a soundcard, through which the entire tridlbeilrecorded in 4 (four) separate channels.

11

Official Gazette of the Republic of Macedoniad.N71/2010

President of the Court establishes the Task Famcenanaging the case-flow, chaired by the coumirsdirator or an
individual appointed by the president of the cdart,ourts where there is ho court administraterrriembers are presidents
of the court’s departments and court officers értink of managerial court servants, or profeskamat servants.

Law amending the Law on Litigation — adopted 4r08.2010; Official Gazette 116/2010.

Law on Expert Evidence - adopted on 23.08.20Xfici@ Gazette 115/2010.

Rules on format, contents and modalities of r@s@f expert evidence presented; Rules on modalitie passing
the professional exam for expert withesses; Rutegoomat, contents and form of the passed profassiexam;
Rules on format, contents and modalities on keefiegRegister of Expert Witnesses; Rules on formattents
and form of the licence for expert withesses andatities for its issuance and extension.

Judges, public prosecutors and representativetheofMinistry of Justice, Ministry of the InterioBureau of
Financial Police, Office for Prevention of Moneyuralering and Financing Terrorism, Customs Admiatgtn,
and attorneys, as well as professors from the BaotiLaw.
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This system will enable recording of the entireringawithin a single electronic record (g
DVD or CD), and it also prints out an archive doeatnsigned with the electronic signatt
of the trial judge.

In January 2011 the consolidated text of the Lavitigation was adopted.

To successfully implement the amendments to the irapractice, the Academy fqg
Training of Judges and Public Prosecutors, real@éotal of 14 trainings for judge
from the civil law departments in courts, as foltow

-6 two-day workshops on the topic “Implementatidithe@ Law on Litigation”, with 11
judges as presenters and 215 judges as participaimiscooperation between tf
Ministry of Justice and JRIP — USAID project.

-8 workshops on the topic “Amendments to the Law latigation” with 301
participants, out of whom 292 judges and 9 lawksler in cooperation with th
Ministry of Justice.

« The Law on Expert Evidenteregulates for the first time this substance i
uniform way, prescribing clear criteria for expertidence to be presented by hig
professional and qualified individuals, who meetphescribed requirements and have pal
a professional exam, and have obtained licencaesh\gbarantees quality expert evidence
expert witnesses, who are registered in a Registdexpert Witnesses. The ongoi
vocational education is also regulated. There ased®ndary legislation items adopt
providing for the implementation of this I&w Decisions to establish committees
professional exams for expert witnesses in resgeeieas. A working meeting w
held on 20.04.2011 with the presidents of thoseraitimes, to decide on the timefrarn
of activities related to these professional examnekpert witnesses.

REFORM OF PENAL LEGISLATION

Within the reform of penal legislation, and regaglithe first segment, substanti
penal law, the Law amending the Criminal Code sied from March 2010.

The second segment of the reform of penal legisiathe reform of penal procedur
law, has been finalized by the adoption of the neaw on Criminal Procedure, i
November 2010 (vacatio legis of 2 years). The Laxegees changes to the structurg
the preliminary procedure and the trial proceda®,well to the competences a
organization of the main participants in the prased Also, within the preliminan
procedure, a new role, more active compared tgtbeious situation, is foreseen f
the public prosecutors. Main points of the reforre: eextended application of th
principle of opportunity in criminal prosecutionffiemation of the out-of-cour
settlements and simplified procedures; abandonmgtaternalism by shifting th
burden of proof to the parties; providing an activeading role of the publi
prosecution in the preliminary procedure, with @ént control over the police
abolishing the judicial investigation and the palgirosecution taking the lead in t
preliminary procedure; introducing a system of prsions for certain procedur
actions and measures against abuse of procedunapetences by parties; stri
deadlines for passing and writing the verdict ardigion; optimisation of system

legal remedies; implementation of European Unioth @ouncil of Europe documents

on penal procedure; creation of efficient publiogacution and establishing ne
operational and managerial structure, as well aditg and cooperating with polig
and other law enforcement bodies.

To implement the law, the implementation of the\d@its from the Action Plan fo
Implementation of the Law on Criminal Procedure omnced, through maintenan
of regular coordinative meetings of the taskforaed so far seven have been h
coordination meetings, with representatives frone tBSCE Spillover Mission
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representatives of the OPDAT programme of the Espat USA in the Republic 0
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Macedonia, the presidents of the Bar Associatibth® Association of Judges and {
Association of Public Prosecutors, and the Direciothe Academy for Training g
Judges and Public Prosecutors. In the meeting$;rreework programme for trainin

he
f

g

on the Law on Criminal Procedure at the AcademyJfaiges and Public Prosecutors

was presented, and it provides basic trainingsjddges and public prosecuto

representatives of the court police and attorneysdy visits, developing working
materials for implementation of trainings, as wal developing a Practice Book for

application of the Law on Criminal Procedure.
Within the normative framework, on 11 April 201hetLaw amending the Crimin
Code was adopted, and under preparation is theldrafamending the Law on Publ
Prosecutor’s Office, as well as the draft Law anmegd¢he Law on Juvenile Justice.
Manuals were developed, presenting the new conodégle criminal procedure fron
practical and comparative aspect, with a speciehivdgw of the following topics:

e Preliminary procedure — detecting and reportingjdenwce and specia

investigative measures

* Investigative procedure

* Main hearing, with an overview on direct and cregamination

» Accelerated procedures, with a special overviewlea-bargaining
Regarding the Implementation of Training ActivitieBe selection of future trainéfs
was realized, who have attended on initial trairdhgrainers. Academy for judges a

public prosecutors have conducted 6 training caurder trainers for the

implementation of the new Law on Criminal Procedure
-In cooperation with OSCE, 3 trainings were orgadijzout of which the first one wa
technical in nature, intended for 25 future trasnevhile the other two trainings we
thematic, related to cross examination and plegdiaing, and they were attended
44 future trainers.

-In cooperation with the programme OPDAT, one tvaysltraining was organized, (
the topic “New Law on Criminal Procedure: New Rofes All Participants in the
Procedure”, attended by 38 participants, (7 juddels,prosecutors and 20 oth
participants).

-In cooperation with the OSCE, one (two-days) I8ota session was organized,
complete the final work teams and training materfalr the new Law on Criming
Procedure, on which attended 21 participants (§gad7 public prosecutors and
other participants).

-In cooperation with OPDAT, 1 training of trainéi the new law was realized, q
which attended 25 future trainers, who will becaredtified trainers from the Nation
Institute of skill in the conduct of litigation (i) Chicago, lllinois - United States.
There were also Realized 2 study trips organizedCiioatia and lItaly, on whic
attended 15 future trainers, and from 2 to 5 Ma$120n cooperation with OPDA
will be realized a study visit to the European GadirHuman Rights in Strasbourg.
A total of 16 basic trainings are planned for 2014 realization has started at the €
of May 2011.

EFFICIENCY OF THE JUDICIARY

STATISTICAL INDICATORS - case flow through courts

Regarding the efficiency of the judiciary, evidemé positive results and timeliness
resolving court cases, as a result of the strengtgeof institutions’ capacity
education of personnel, improved personnel, spatidimaterial conditions of work,
well as consistent application of the adopted lawkjch have tackled identifie
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disputes), relieving the courts of the aforemeribtypes of cases.

Therefore, in 2009 the courts in the Republic ofcétionia have for the first time ful
managed to deal with the number of cases arriVihg. trend continues in 2010, too, wh
the influx of new cases was fully managed and iaddit 281.986 cases were resol
(41%).

The number of unresolved cases in all courts ifRegaublic of Macedonia at the end of 2(
was reduced compared to the number of unresohsss e the end of 2006, by 183.5
cases, or 22%

Also, the number of newly-arrived cases for prsicgsby all courts in 2010, compared
2006, was reduced by 197.194 cases, or 23%.
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In 2010 the courts resolved a total of 967.352;ashkich is an all-time record. The number

of decided cases in 2010. compared to 2009. irendas328.329 cases, or record 52%.
The biggest progress in terms of statistical indrsais shown by the basic (lower) courts
the basic courts in the Republic of Macedoniantimaber of unresolved cases at the en
2010 decreased by 199.005 or 24% compared to theamnof unresolved cases at the en
2006.

Also, the number of newly arrived cases for prangdsy basic courts in 2010, compared
2006, was reduced by 203.823 cases, or 24%.
The number of newly arrived cases in all courtshim Republic of Macedonia, in th
first trimester of 2011, compared to the same penm2010 clearly shows reduc
influx by 12 536 cases, or 7%.
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In the first trimester of 2011, the influx of nevases has been managed (165 509,
while 178 643 cases have been resolved), which sndet 13 134 cases more were

resolved, which amounts to 7,9%.

The number of unresolved cases in all courts irRbpublic of Macedonia, at the end

of the first trimester of 2011, compared to the sgrariod in 2010 has been reduced
293 728 cases, or 30,7%.

To implement the European Commission recommenddtioastablish unified cou
statistics, a task-force was established (MinistiyJustice, Supreme Court of RN
Judicial Council of RM, Appellate Court Stip, Admstrative Court, the Staf

by

D >~

Statistical Office, USAID), which started its adtigs on establishing the methodology

for collection and processing of statistical datecases before the courts.

ICT

An important segment influencing the efficiency arahsparency of the judiciary is the
functioning of electronic judiciary. Outstandingogress in the area of informatipn

technology in judiciary is achieved through theddtction of Automated Court Cases

Management Information System (ACCMIS), which idlyfufunctional and which
generates, on an ongoing basis, reports for judgdscourt management to track {
court cases and hearings for any case, date, coortand judge.

To ensure functioning of ACCMIS, in 2010 additibrtechnical equipment wa
installed (hardware, software, additional serviaad central data backup solution)
all courts, providing state-of-the-art IT equipménsupport ACCMIS in the judiciary

ACADEMY FOR JUDGES AND PUBLIC PROSECUTORS
For the purpose of implementing the Law on Acadefoly Judges and Publi

c
Prosecutors, on 25 January 2011 the new Statutedicademy was adopted and the

following documents prepared and approved: Generalgram for compulsory
continuous training 2011/2012; Rules of Procedur¢he Programme Board of th
Academy; Rules of Procedure of the Board of Dinectif the Academy; Rulebook g
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remuneration for members of the Board of DirectoPspgramme Board, th
Commission for the entrance examination and the @ission for final exams
teachers, attendants of the initial training fomdidates for judges and publ
prosecutors and the Rulebook on organization aneratipn of the library. The
Rulebook on internal organization and the Ruleboolsystematization of jobs in th
Academy are being finalized. The Rulebook for @mte exam is being prepared
line with the legal amendments for the introductidmpsychological and integrity test
In February 2011, the Academy for Judges and Piblisecutors of the Republic
Macedonia adopted the 2010 Annual Report on th& wbthe Academy, according 1
which programs for initial and continuous trainimgere implemented in full, th
capacity of the Academy was upgraded and the raltiEmd international cooperatid
improved.
As regards the continuous training of judges anblipyprosecutors and other targ
groups, the activities under the Framework Progfam continuous professions
training of judges, public prosecutors and othegaagroups for the period 2009/201
were implemented in full.

In the period from September 2010 to April 201% tbtal of 149 events took place
the form of seminars, conferences, workshops, raatdes, train the trainers ar
mentor trainings. These events covered the topicthé area of criminal law, ne
Criminal and Criminal Procedure Codes, civil lawamercial law and bankruptc
and trainings for presidents of courts and publiospcutors, training for newl
appointed judges and public prosecutors (crimialil law and generalissues),
administrative law, international law, EU law andngral topics. Trainings we
attended by 4709 participants, of whom 2844 areggad 516 are bailiffs, 86
prosecutors, 47 counsellors from public prosecstoffices and 431 representatives
other institutions.
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Recommendation o0
the MONEYVAL
Report

fUse and simple possession of laundered propertyldrobearly be criminalised.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

With the provisions of the new Draft-Law of the Lasnending the Criminal Cod
(hereinafter referred to as the Draft-Law CC) ie #rticle 273, Paragraphs 1 and
enlarge the circle of incriminated activities. Thalargement is made in order
achieve harmonization with international standafdee Paragraph 2 of the Article 2]
in the Draft-Law CC explicitly criminalises the gie possession of launder
property, i.e. imprisonment sentence from one to years shall be imposed on
perpetrator possessing or using property or objeatained by performing punishab
offence or by counterfeiting documents, non-repgrivof facts or by covering up th
they origin from such source, as well as hidingirtHecation, movement an
ownership.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The new Law amending the Criminal Code (CC) passedParliament of Republic ¢
Macedonia on 14.09.2009 (Official Gazette of Rtiguof Macedonia No. 114/2004
and has become official and effective since Maf@hl2 Provisions of the paragraph
and 2 of the Article 273 of the CC enlarge theleiraf incriminated activities. Th
Paragraph 2 of the Article 273 of the CC explicithminalises the simple possessi
of laundered property, i.e. imprisonment senterrcenfone to ten years shall
imposed on a perpetrator possessing or using prop®r objects obtained b
performing punishable offence or by counterfeitdt@ruments, non-reporting of fag
or by covering up that they origin from such sourae well as hiding their locatio
movement and ownership.

Recommendation o0
the MONEYVAL

f As for the offences identified in Paragraphs 1 araf Art. 273 CC, all the language

Art. 6(1) (a) and (b) of the Palermo Convention &rtl 3(1) (b) and (c) of the Vienn
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mY

Convention on the physical aspects of the moneykning offence should be prope
reflected (one of the problematic points is thefedéntiation between offenc
according to whether money or other proceeds areemed).

Measures reported §
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

In accordance to the Palermo Convention and th@naeConvention, the Draft-La
CC extends the legal description of the offencerfeylaundering and other procee
from crime*”.

Predicate offence is each punishable offence pimyigroceeds of crime.
The Article 273, Paragraph 1 of the Draft-Law CCriminates money laundering ai
other proceeds of crime. According to this Articdayone who shall circulate, recei
undertake, exchange or change money or other pyomdtained by means ¢
committing punishable offence or who is aware thatproperty has been obtained
performing punishable offence, or by conversioansfer or in other manner shall co
up that it originated from such source or shalleroup its location, movement
ownership. The perpetrator shall be punished withrisonment from 1 to 10 year
(Article 273, Paragraph 1).
The other form of the offence “money laundering‘insriminated in the Article 273
Paragraph 2 of the Draft-Law CC, i.e. when the eggbor 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 source,sball cover up their location
movement and ownership and the perpetrator shedl fanprisonment from 1 to 1
years.
As a more serious form, the Article 273, Paragr@yuif the Draft-Law CC incriminate
the enabling or the authorising transaction orress relation contrary to legal duty
performing of transaction contrary to the interdiot pronounced by a competg
authority or temporary measure pronounced by atamuf the person shall not repd
money laundering, property or property gain foreathhe/she was informed during t
performing of his/her function or duty by an proxgsponsible person in a bar
insurance company, company working in the areaaaies of chance, exchange offi
stock market or other financial institution, lawyexcept in the case where he/she
as an attorney, notary public or other person periftg public competences or works
public interest.Imprisonment sentence of at least five years isisaged for thig
offence.

1

D

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Paragraphs 1 and 2 of the Article 273 of the C@rinioate money laundering and oth
proceeds of crime as follows:
“(1) A person who puts into circulation, receivégskes, exchanges or changes i
smaller bills money or property that he/she obthitteough a crime or he/she kno
that that money or property have been obtainedutiiracrime, or with conversion
transfer, or otherwise covers that it has come fsoich a source, or covers it locatiq
circulation or ownership, shall be sentenced tarisgmment of one to ten years.”
(2) The sentence referred to in paragraph 1 skadifplied to a person who posses
or uses property or items which he/she knows theaé been obtained through crime
with counterfeit of documents, failure to reportta or otherwise covers that t
property or items have come from such a sourcepwers their location, circulatio
and property”.

Recommendation o
the MONEYVAL
Report

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

Measures reported ¢
of 21 Septembe

Having in consideration the harmonisation of domepenal law with internationg
standards and recommendations in the new Draft-ICv which is in assembl

2009 to implemen

procedure, the provisions referring to the crimimiéénces related to money launderi
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the Recommendatio
of the report

“higher value money“ and “higher value property" timee Draft-Law CC have beg
deleted, which can be seen in the Paragraphs 2 amthe Article 273.

and financing terrorism contain no limitation redjag the value. The terms wording

n

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Article 273 of the CC does not use terms wordiniglier value money” and “highe
value property".

=

Recommendation o
the MONEYVAL
Report

f The uncertainties regarding the object of the molandering offence should K
addressed urgently by incorporating into the antiray laundering criminalisation th
single notion of “property” instead of the curreahd more ambiguous terms such
money and/or property and object. In any case,&hieran urgent need for cleg
definitions, in particular for “money” and “propeit’.

as
Al

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

Pursuant to the recommendations, the new provisiotie Draft-Law CC, which is if
Assembly procedure, shall provide clear definitioms the terms “money“ an
“property”. The term “money"“ shall imply means dadyment intended for payment
cash or in denominations or electronic money wipigtsuant to the law circulate in tf
Republic of Macedonia or in a foreign country. Teem “property” shall imply money
or other means of payment, securities, depositgtar properties of any king, whig
might be material or non-material, movable or mewwable, other rights to object

electronic form proving the right to ownership oterest related to such property.
Thus, anyone who shall circulate, receive, undertakchange or change money

that the property has been obtained by performingighable offence, or b
conversion, transfer or in other manner shall cayerthat it originated from sug
source or shall cover up its location, movemenbwnership shall face imprisonme
sentence from one to ten years. (Article 273, Rafyl).

other property obtained by means of committing pliable offence or who is awafre
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claims, as well as public and legal documents fenership and assets in written and

or
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At the same time, imprisonment sentence from orterioyears shall be imposed on a
perpetrator possessing or using property or objeotsined by performing punishahble
offence or by counterfeiting documents, non-repgrof facts or by covering up that
they originated from such source, as well as hidimgir location, movement arnd
ownership. (Article 273, Paragraph 2).
Measures taken to| The article 122 of the CC provides clear definiioon the terms “money” and
implement ~ the | “property“. The term “money“ meaning “means of paymhin cash, in denominatign
recommendations | or electronic money which, according to the lawjnicirculation in the Republic af
since the adoption of| \jacedonia or abroad.” The term “property” means fiew or other paymerit
izgortf'rSt PrOgress | instruments, securities, deposits, other propeftany kind including tangible and
intangible, moveable or immovable property, othlights on items, claims, as well as
public and legal documents for ownership and adsetgitten or electronic form or
instruments proving the right to ownership or ia&1in such property;”
Recommendation of The system would certainly benefit from a newlyafdated provision, clearly based
Qe t MONEYVAL | on the language of the Strasbourg Convention.
epor
Measures reported g In the direction of the recommendations, it is @iertthat the system would benefit
of 21 Septembe| from the newly formulated provision which are clgdrased on the vocabulary of the
2009 to implement Strashourg Convention, due to the fact that the pewisions are in line with this

the Recommendatio
of the report

Convention.

Measures taken to
implement the

There have been no changes since the First Prdgegest.
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recommendations
since the adoption of

il

the first progress

report

Recommendation of It should be clarified in Art. 273 CC that self talering is criminalised for al
IF?eeport MONEYVAL | conducts of money laundering (covering both Parpbeal and 2).

Measures reported § The new provisions in the Draft-Law CC also incriatie the self laundering for g
of 21 Septembe| conducts of money laundering.

2009 to implement pyrsyant to the provisions of the Paragraphs 12atite person obtaining money and

the Recommendatio
of the report

property by performing punishable offences and cdtimyg the activities referred to i
the Paragraph 1 or 2, imprisonment sentence froe tonten years is envisage
According to the Paragraph 1, anyone who shalutite, receive, undertake, exchan
or change money or other property obtained by mednsommitting punishablg
offence or who is aware that the property has tmained by performing punishah

from such source or shall cover up its location,vement or ownership. Th
perpetrator shall be punished with imprisonmentnfrd to 10 years. (Article 271
Paragraph 1).

The other form of the offence “money laundering‘irisriminated in the Article 273
Paragraph 2 of the Draft-Law CC, i.e. accordingvtoch when the perpetrator sh
possess or uses property or objects being awatréhtinawere obtained by performir
of punishable crime or by counterfeiting of documsemon-reporting of facts or i
other manner shall cover up that they origin framrssource, or shall cover up th
location, movement and ownership. The perpetrafothe offence referred to th
Paragraph 2 shall be punished with imprisonmemn ficto 10 years.

Measures taken to
implement the
recommendations

Provisions of the article 273 incriminate the datfndering for all conducts of mong
laundering. Pursuant to the provisions of the Pagys 1 and 2, perpetrator f
committing conducts of money laundering will be ned with imprisonmen

offence, or by conversion, transfer or in other naarshall cover up that it originate
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since the adoption of| sentence from one to ten years, regardless whetieehe/ she property obtained

i:-gortﬂrSt progress through a crime or he/she knows that the propeatietbeen obtained through crime.

Recommendation of With regard to the General Part of the Criminal @odroviding with Art. 28a for a

the  MONEYVAL | comprehensive regime of corporate criminal liailiParagraph 7 of Art. 273 appeals

Report to be a redundant and as well as a restrictive fmion that spoils the legal effect of the
general provisions and it is thus recommendedtteeeimodify or remove Paragraph|7
of Art. 273 CC.

Measures reported g In the direction of facilitating the process ofestgthening of mechanisms, the ngw

of 21 Septembe
2009 to implemen
the Recommendatio
of the report

legal provisions in the Draft-Law shall envisagieninal liability of legal entities.

Each legal entity shall be kept liable for crimimdfence committed by a responsik
person on behalf or for the account of the legttye(Article 28-a, Paragraph 1).

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

or the managing authority, administrative authodtythe supervisory authority faile

administrative authority and the supervisory autiigArticle 28, Paragraph 2, ltem 2

to prevent, covered up or failed to report the grahoffence prior to the initiation g

34



the criminal procedure against the perpetratori¢krt28-a, Paragraph 2, Item 3).
Under the conditions referred to in the Paragrgfhsnd (2) of this Article, all legal
entities, except for the State, shall be kept diaklhile the local self-government unijts
shall be kept liable only for the offences comndittaut of their public competences
(Article 28-a, Paragraph 4). Regarding the sameditons referred to in the
Paragraphs (1) and (2) of this Article, any foreiggal entity shall be kept criminally
liable if the offence was committed on the tergitof the Republic of Macedonia, npt
taking in consideration whether the legal entitg batablished its representative office
or branch performing business activities on itsttany (Article 28-a, Paragraph 5).

Regarding the limitations of the liability of legahtities, the liability of legal entitie
does not exclude the criminal liability of the naluperson as a perpetrator of the
offence (Article 28-b, Paragraph 1), while undee ttonditions referred to in the
Article 28-a, Paragraphs (1) and (2) of this Agjdhe legal entity is kept liable for the
criminal offence even in the case when there armeahoor legal obstacles for
determining of the criminal liability of the natlieerson a perpetrator of the offence
(Article 28-b, Paragraph 2). Regarding the liapitieferred to in the new provisions,| it
is envisaged that if the criminal offence was cottedi out of negligence, the legal
entity shall be kept liable under the conditionfemed to in the Article 28-a of the
Criminal Code, if the law envisages punishing famial offence committed out af
negligence (Article 11, Paragraph 2 of the Crimidatle) (Article 28-b, Paragraph 3).
Liability in the case of bankruptcy of the legakignhas been envisaged, so the legal
entity in bankruptcy procedure shall be kept liafolethe criminal offence committed
to the moment of adopting a decision for initiatingnkruptcy procedure under the
conditions referred to in the Article 28-a of thaminal Code, if the criminal offence
was the reason for obtaining significant propedingor causing damage to third party
(Article 28-c, Paragraph 1), and if before the teation of the criminal procedure
against the legal entity, there was integration,rgimg, division or other legal
modification due to which it lost the status ofdégntity, the criminal procedure sha
continue against its legal successor or succeéAdisle 28-c, Paragraph 2).
As far as the envisaged sanctions for legal estiiee concerned, for each criminal
offence committed by legal entities the fine pramged shall be considered as principal
sanction (Article 96-a, Paragraph 1). The fine prorced can not be lower than 100
000 denars, nor higher than 30 millions denars (Article 96Paragraph 2), while for
criminal offences committed from mercenary reasasswell as for criminal offences
serving for realisation of some benefits or crinhioiéences causing great damage, fine
amounting up to double of the maximum of this simcor fine corresponding to the
caused damage, i.e. the gained benefit can bensedtebut this fine can only be ten
times higher than their amount (Article 96-a, Paapf 3).
Besides the main sanctions for legal entities,ettee additional sanctions sentenced
under conditions determined in the Criminal Codeth& court, having decided that the
legal entity has abused its competency and that isedanger of repeating the offerice
in the future, can sentence one or more of thetiaddi sanctions: Interdiction fgr
obtaining permit, license, concession, authorisatioother right determined by special
law (Article 96-b), interdiction for participatioin procedures related to public
invitations, awarding of public procurement contsaand contracts for private-public
partnership (Article 96-b, Paragraph 2), interdictifor establishing of new legal
entities; (Article 96-b, Paragraph 3), interdictidar using subsidies and other
favourable loans; (Article 96-b, Paragraph 4) redimn of permit, license, concessian,
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13 September 2011: € 1 = approx. 60 MKD.
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authorization or other right determined in sepatate (Article 96-b, Paragraph 5);
temporary interdiction for performing of certaintigity; (Article 96-b, Paragraph 6
permanent interdiction for performing of certairtivty; (Article 96-b, Paragraph 7
and termination of the activity of the legal en{i#yticle 96-b, Paragraph 7).

~

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

1=

The new CC passed the Parliament of Republic afddania on 14.09.2009 (Offici
Gazette of Republic of Macedonia No. 114/2009).tls#se new CC articles ha
become official.

Ve

Recommendation o0
the MONEYVAL
Report

f The authorities should consider whether the benefinegligent money laundering a

re
being used in the best way and seek for possib&acles that may hinder law
enforcement and prosecutors in successfully inyatstig and prosecuting legal
persons for money laundering activities.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The provisions contained in the Draft-Law CC whishin Assembly procedure,
provide clear definitions regarding the necessagrm$ according to the
recommendations, as well as they clearly incringrihé actions of the perpetrator who
shall circulate, receive, undertake, exchange @ngé money or other property
obtained by means of committing punishable crimevioo is aware that the propernty
has been obtained by performing punishable crimeyyoconversion, transfer or in
other manner shall cover up that it originated fremech source or shall cover up |its
location, movement or ownership shall face impnment sentence from one to ten
years. (Article 273, Paragraph 1).
The new provisions envisage that imprisonmenteser@ from one to ten years sh
be imposed on a perpetrator possessing or usingepyoor objects obtained &
performing punishable offence or by counterfeitdmuments, non-reporting of fag
or by covering up that they originated from suchurse, as well as hiding the
location, movement and ownership (Article 273, Beaph 2).
Regarding the fact that the offence referred ttha Article 273, Paragraphs 1 ang
has been committed during banking, financial orebteconomic operations or by
dividing the transaction the perpetrator avoids plssibility for reporting the cases
determined by law for which sentence of imprisontdrat least three years has been
envisaged (Article 273, Paragraph 3), the new Braft CC, which is in Government
procedure, does nor envisage modifications ofAliile and it shall remain the same,

all
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no. 19 from 30.03.2004).
Regarding the subjective aspect, the new provisissenvisage fine or imprisonme
sentence to three years for the perpetrator coingisome of the offences referred

fact that the money, the property and the othepenty gain or objects have be
obtained by means of committing criminal offenceti@e 273, Paragraph 4) Crimin

Having in consideration the need for harmonisat@indomestic penal law wit

proceeds of crime” (Article 273, Paragraph 4).

who, according to the Law represent authorisediestior application of measures a

performing activities of public interest, shall wtiaorisingly disclose information t

as envisaged by the Criminal Code (“Official Gazeif the Republic of Macedonial,

in the 1, 2 and 3, and who was obliges and cow& kame information regarding the

Code (“Official Gazette of the Republic of Macedwhino. 19 from 30.03.2004).

international instruments, instead of the used s€e'thre other property gain or objects”,
the Draft-Law of the Law amending the Criminal Cad®ll contain the terms “othe

Significant new element in the Draft-Law CC is #mvisaged liability of the persons

actions for prevention of money laundering and offr®ceeds of crime such as the
official, responsible person employed in a banktbier financial institution or persgn
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client or uninvolved person related to the procedwf examining suspicious

transactions or to an application of other measara$ activities for prevention ¢

money laundering, for which imprisonment senterroenfthree months to five years
(Article 273, Paragraph 7). For the persons wholmnualified as perpetrators of the

offence referred to in the Paragraph 7, the newigians regarding the subjecti
aspect envisage that if the offence has been cdathfiom negligence, the perpetrat

f

e
or

can be sanctioned with a fine or with imprisonmseentence of up to three years

(Article 273, Paragraph 9).

Measures taken to
implement the
recommendations

since the adoption of

The new CC passed the Parliament of Republic afddania on 14.09.2009 (Offici
Gazette of Republic of Macedonia No. 114/2009).tlssse new CC articles ha
become official.

the first progress
report

(Other) changes
since the first
progress report (e.g.
draft laws, draft

regulations or draft
“other enforceable
means” and other
relevant initiatives

Recommendation 5 (Customer due diligence)
I. Regarding financial institutions

Rating: Non compliant

Recommendation of
the MONEYVAL
Report

The authorities should as a matter of urgency islkaggslation clearly prohibiting

financial institutions from keeping anonymous actewr accounts in fictitious names.

Furthermore, it should be established with a thagjouassessment whether su
accounts still exist. If so, they should be claaedoon as possible.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

1=

Ve

The Article 26 of the AML Law interdicts the banks open and keep anonymous

accounts.

The Article 26 of the AML Law shall be modified llye Draft-Law and shall read as

follows:

“Financial institutions shall be interdicted frompening and keeping anonymaus

accounts, numbered accounts or accounts belongingersons having obvious
fictitious names*

Pursuant to the Item 10 of the Decision on the Manand the Procedure f
Establishing and Application of Bank ProgrammeRoevention of Money Launderin

and Financing Terrorism (hereinafter referred tatlaes NBRM Decision), no bank can

possess anonymous accounts, including numberedigscor accounts opened

fictitious names. On the basis of the recommendatmntained in Committee Report,
Df
DIS

the analysis suggested in the Report of the Comenitvas an integral part

supervisory controls of the NBRM conducted durihg tast two years. These contr
have confirmed that as a result of the establigitadtice for mandatory identificatig
of the clients and verification of their identityanks do not open anonymous accour

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Opening and keeping of anonymous accounts is pitetilaccording to the article 2
of the AML/ CFT Law.

The new NBRM Decision on the Manner and the Proeedar Establishing an
Application of Bank Programme for Prevention of Mgn_Laundering and Financin

)

n
ts.
6

g

Terrorism (hereinafter referred to as: the NBRM iBien) does not contain separate

provisions regarding interdiction for banks to opmmd keep anonymous accou
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anymore, since such a provision is already presdrib article 26 of the AML/ CF]
Law.

Controls performed by the NBRM and OPMLFT confirniedt banks do not open a
do not hold anonymous accounts.

Recommendation of
the MONEYVAL
Report

Financial institutions should be required to iddépticustomers when carrying o

nd

ut

occasional transactions that are wire transfersalhthe circumstances covered by the

Interpretative Note to SR VII, when the financiastitution has doubts about th
veracity or adequacy of previously obtained idésdifion data. The obligation t
identify customers when there is a suspicion afotest financing should be mad
clearer in the AML Law.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The identification of the client and the verificati of the identity are mandato
measures that have to be taken by the entitieseiframework of the procedure fi
customer due diligence (hereinafter referred taCiBD 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 transactemsunting to 15.000 EUR or mo
in denar counter-value;

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

d) when there is doubt about the veracity or theqaecy of the previously obtaing
client identification data.
Similarly, according to the Article 21, Paragrapbf4he Law on Fast Money Transfé
the National Bank of the Republic of Macedonia kspedscribe the manner of keepi
records for each transaction of fast money transfer

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

Transfer Transaction envisages that the fast mdreaysfer provider shall colle¢

information on the name and the surname of theralaperson using the services
fast money transfer, as well as on the identifocatiumber of the citizen in the case
domestic natural person, or the number of the peisép the case of foreign natur
person.

Similarly, the Article 12-d of the Draft-Law shalteate additional obligations for tk
financial institutions regarding the identificatiand the verification during fast mong
transfer, notably:

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

(2) The financial institutions acting as mediatiomsashless money transfer of amoul
exceeding 1000 EUR in denar counter-value accorttirthe middle exchange rate

the National Bank in international payment transast shall be obliged to transmit

the information on the person giving the order @fment referred to in the Article 1
this Article to the financial institution performarthe payment of the transfer.

(3) During the performing of cashless transfers amiag over 1000 EUR in den;
counter-value, the financial institutions, in thrare of their internal acts, shall
obliged to determine the manner of verifying migspart of the needed informatiq
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referred to in the Paragraphs 1 and 2 of this krtamd the manner of setting of the
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transfers. The entities must find the missingrimfation or to reject the transfer.
(4) The financial institutions referred to in thar®graph 3 of this Article can limit ¢

cancel the business relations with financial in§tins that do not provide or transfer

the information envisaged in the Paragraphs 1 avfdtfis Article.

(5) The provisions of this Article do not referttee 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 issuéeddrder and the receiver of the or
are banks performing the transfer in their namefantheir account.”

r

ler

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Article 12-d from the current AML/CFT Law, now i® iline with SR VII and it
stipulates the following:

“Article 12-d
(1) Financial institutions shall be bound to pravidata on the instructing parn
including: name and surname, i.e. name of theunshy party, address and acco
number upon the payment of an amount exceeding EQMR® in denar counter vall
according to the median exchange rate of the Nalti®ank of the Republic g

ty
unt
e

f

Macedonia on the day of the payment for the puposeashless transfer through the

international payment operations. If the data o dddress is missing or cannot
determined, the financial institution may replacwith: the date and place of birth
the personal identification number of the clientdmmtification, i.e. referent number
the client.

“(2) Financial institutions shall be bound to pmeidata from paragraph 1 of th
Article upon the payment of an amount exceeding EIORO in denar counter vall
according to the median exchange rate of the Nalti®ank of the Republic g

be
or
ol

S
le
f

Macedonia on the day of the payment for the puposeashless transfer through the

domestic payment operations. If due to technicasoaes, the provided data cannot
forwarded, only the data in the account numberher unique identification numbg
shall be forwarded.

(3) On the request of the financial institution wiishould made the payment, or |
competent authorities, the financial institutiormnfi paragraph 2 of this Article shall |
bound to make them available three working dayshat latest starting from th
delivery of the request.

(4) On the day of the transfer in the internatiopalment operations the financ
institutions occurring as mediators in the cashtemssfer for the amounts exceedi
EUR 1000 in denar counter value according to theliame exchange rate of th
National Bank of the Republic of Macedonia are lwbto forward the data on th
instructing party from paragraph (1) of this Arido the financial institution whic
will perform the payment of the transfer.

(5) Upon payments of cashless transfers in the atmnexceeding EUR 1000 in den
counter value according to the median exchangeofatee Republic of Macedonia @
the day of the payment, the financial instituticst®ll be bound to determine t
manner by which they will determine whether parthe data from paragraph (1),
and (4) of this Article are missing, as well as thanner of proceeding with su
transfers within the frames of their internal actfie entities should demand t
missing data or refuse the performance of the fieans

(6) The financial institutions from paragraph (3)tlis Article can limit or stop thg
business relation with the financial institutionkigh cannot provide, i.e. forward th
data provided for in paragraphs (1), (2) and (&hif Article.

(7) The provisions from this Article shall not refe the following types of transfers:
- use of cards for withdrawal of money from the bancount or by post terminals a
payment in the retail trade and
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- transfers and settlements at which instructingypas well as the beneficial owngr
are banks which perform the transfer on their edrad on their account.
The Item 3 of the Decision on the Manner of Keepiterords of each Fast Money
Transfer Transaction envisages that money transtawice providers and the
subagents, excluding the bank that was given amowmgp for performing foreigr
payment operations by the NBRM, are obliged to kéepsingle record on a dai
basis on a Form for record keeping of transactioddast money transfer - 1FMT.

Based on the Item 4 of the Decision on the Manfid¢¢eping Records of each Fast
Money Transfer Transaction, the Governor of the INBRdopted Guidelines on the
form and the contents of the Form for record kegpihthe transactions of fast mongy
transfer - 1FMT.
The Item 3 of the Guidelines envisages that tise feoney transfer provider, collegts
information about the name and the surname of ditieral person using the services of
fast money transfer, the identification number amdnber of the identification
document of the citizen in the case of domesticinahtperson, or the number of the
passport in the case of foreign natural persomjrigsbody of the document, type pf
currency and amount of transaction, as well asgrotlata prescribed with the AML
CFT Law

y

~

Recommendation of
the MONEYVAL
Report

The concept of verification of identification shbube further addressed. The
authorities should take steps to apply an enhanvezification process in appropriate
cases. In higher risk cases and for foreign clietit®y should consider requiring
financial institutions to use other reliable, indaqmlent source documents, data
information when verifying customer’s identity (&ddition to the documents as
currently prescribed by law).

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The verification of the identity is a mandatoryieity that must be conducted within
the CDD procedures.
The concept for verification of the identity shia# determined in the Article 10 of the
AML Law. This Article shall define:
“(1) The identity of the client or the beneficiaper of a natural person shall be
established and verified by submission of origiaald valid document (personal
document) having the character of public documantacopy of such document
certified by a notary public, containing photograpbf the person. A certified
transcript by a notary public may only be used dnlthe case when the client acts
behalf of a third party which is not physically peat.

(2) The document shall verify the name, surnamis dad place of birth, place and
address of permanent or temporary residence, rgtemtification number and
number of the identification card and the issuintharity and date of validity of the
identification card..

(3) The identity of the client or the beneficial mev when they are a foreign natuyal
person shall be established on the basis of treiddtis/her original travel documents
or a transcript certified by a notary public.
(4) If some of the data referred to in paragrapf this Article cannot be verified fron
the identification document, the entity should reguother public documents to
determine the required information or require dfieet statement from the client fq
that particular information and its accuracy.
(5) The identity of the client or the beneficial mev when they are a legal person shall
be established with the submission of an originmah @ertified transcript by a notaty
public for registration at the central register..

(6) The seat and tax identification number of #ngal person shall be determined fr
the registration entry.

=}
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(7) The identity of the client or the beneficial mev when they are a foreign legal
person shall be established on the basis of vérifieurt registration or registratign
from another competent authority, not older thamsbnths.

(8) In cases when the client is a person thattismoject to court registration or to
another competent authority for registration okfgn legal persons, the determination
of the identity shall be made by providing an araior a certified transcript by |a
notary public of a document on its establishmewfpéetl by the management authority
or entry of the name, i.e. the title, address at aad activity.

(9) The management body, the employers, the emgsoged the representatives
authorised to enter into business relationshipeiralf of a third party shall enclose the
documents referred to in paragraphs (1) and (5Xhaf Article, as well as th
documents confirming the identity and the addré$beoprincipal.

(10) The entities shall compulsory keep a copyhefdocuments referred in paragraphs
(2), (3), (5), (7) and (8) of this Article.
(11) In the cases where this Law stipulates congpyl&gentification of clients, the
data regarding the transaction performed and ieteto the other participants in the
transaction, the purpose, target, time and plac@esforming the transaction, the
amount, type and manner of transaction and typth@fmeans of payment shall pe
entered into the transcripts, depending on theasslessment and other data 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*

11}

Article 10
(1) In the case when the client is natural perbafshe shall be identified and his/her
identity shall be verified by submitting originalnég valid document, persongl
identification card or passport or copies certifiegd a notary public. A certified
transcript by a notary public may only be used anlthe case when the client acts jon
behalf of a third party which is not physically peat.
(2) In the case when the client is a foreign radtperson, he/she shall be identified and
his/her identity shall be identified on the basisthee information listed in the valig
document, the personal identification card or pagspn original document or in g
copy certified by a notary public or authorizedtiiogion.
(3) The document referred to in the Paragraphari)(2) of this Article shall serve for
determination of the name, surname, date and pédarth, place and address of
permanent or temporary residence, unique persdeatification number and numbgr
of the personal identification card or passpom, dlathority issuing the document and
validity date of the personal identification carctloe passport.
(4) If the document for identification, the persbitgentification card or the passport as
original document or as copy certified by a nofamplic can not provide some of the
information referred to in the Paragraph (3) ofthArticle, the entity can ask from the
other party to provide other public document inesrtb verify the needed informatian
or can ask for certified copy confirming the migginformation and its accuracy.
(5) In the case when the client is domestic legdlty, it shall be identified and its
identity shall be verified by submitting of origindocument or a copy certified by|a
notary public of the registration in the Centrabi®éer.
(6) The extract of the registration referred tahia Paragraph (5) of the present Article
shall serve for determination of the title, theisegyed address, the tax number of the
legal entity, the founder/s and its legal represibve.
(7) In the case when the client is foreign legadliitgnit shall be identified and it
identity shall be verified with a registration bg@ampetent authority which shall not

["2)
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older than six months.
(8) In the case when the person referred to inP@eagraph (7) of this Article is n

subjected to a registration by a competent regigtrauthority, the determining of the

identity shall be made by providing of original dagent or a copy certified by
competent authority of the document for its essdinlient provided by the managi
authority or an inscription of the name, or thietithe address or the registered add
and the activity.

(9) The managing authority and the representatofethe client referred to in th

Paragraph 5 or 7 of this Article authorized forabfishing business relation in the

Dt

a
ng
ress
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name of third person shall provide the documestsdi in the Paragraphs (1), (2) and
(5), as well as the documents confirming the idgrdand the address of the person

giving the power of attorney or the beneficial user

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

(11) The entities, on the basis of internal acts) ask other information needed
determination and verification of the identity b&tclient or the beneficial owner.

Identification and verification of the beneficiakner
Article 11
(1) The entity shall be bound to verify the identif the beneficial owner and, on t
basis of risk assessment, verify his/her identityoading to the Article 10 of this Law

(2) In the case when the entity cannot identify beneficial owner according to the
Paragraph 1 of this Law, it shall take declarafimm the client, and the verificatig

1),

for

ne
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shall be performed on the basis of information iblet@ from independent and secure

sources.
Identification and verification of the principal
Article 12
If the transaction is carried out on behalf amdtiie account of third party, in the cas
where the law stipulates such obligation, the iestishall be bound to establish g
verify the identity of the person performing thartsaction (proxy), the holder of tf
rights (principal) and the power of attorney.“

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

(1) Entities shall be bound to establish the iigiwof the client, the beneficial owner
the principal before the establishment of busimetion or before the performing
the transaction with clients for whom the entity Im@t established business relation.
(2) By way of derogation from the Paragraph (1)haf present Article, the verificatig
of the identity of the entities can be performedirty the establishing of busine
relation if this step is necessary in order notamcel the regular functioning of tk
business relation and when there is low risk of eyotaundering and financin
terrorism.
(3) By way of derogation from the Paragraphs (1) &) of this Article, regarding th
operations related to life insurance, the verifaatf the identity of the client and ¢
the beneficial owner of the policy can be perfornadter the establishment of tf
business relation. In this case, the verificatibthe identity should be performed pri
or during the payment of the policy or prior otttz moment of exercising of the righ
arising from the policy.
(4) In the execution of activities of life insuranahe insurance undertakings shall
bound to identify and verify the identity of theecit in the cases when the amount
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the single or several instalments of the insurgmeenium to be paid in a period of o
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year exceeds 1.000 EUR in denar counter-value @nwhe payment of the sing
insurance premium exceeds the amount of 2.500 BEléRmar counter-value.
The Decision of the NBRM (ltem 12) envisages thasitles the provisions fq

verification of the identity of the client envisaben the AML Law , each bank cgn

verify the information trough some of the followinjndependent sources
information:
- The determination of the permanent address by usthgr sources @

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

Information Service- 188 etc.).
- Contacting the client and the beneficial owner gfogphone, letter or €
mail;
- Contacting the embassy (consular mission, liaif6oe) 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 auditor whessible;

- Using the data available by the public registeng (€entral Register, the

Central Securities Depository of etc.);
- Visiting the client and the beneficial owner, isspible;
- Verification of the statute of the client and thenbficial owner whethe
bankruptcy or liquidation procedure has been it@ta

The objective of the provisions of the Decisiontasprovide the banks with othe

sources of information, from the sources listedhie AML Law for the clients fo

which there is need for additional verificationtbé identity, i.e. for the clients whose

identity can not be surely determined on the bakthe documents listed in the AM
Law (including the persons who might represent @éiglisk of money laundering ar

financing terrorism). Besides these provisions, Itken 9 of the Decision oblige the

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

- Possess information on which basis they could oeter the identity of the
beneficial owner of the client, including the detération of the actual

ownership and managing structure of the client{e¢bal entity;
- Possess precise information on the identity ofiltborized person.
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Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The verification of the identity is a mandatory igity conducted within the CDL[
procedures.

Obligations for identification and verification dfie identity of a client, a benefici
owner and a principle are determined in the Ar§d@, 11, 12 and 12-a of the AM
CFT Law.

According to the paragraph 1 article 14 of the AMLFT Law, further to the cases

prescribed in the paragraphs 2 (client is not maysi present for identificatio

purposes), 3 (establishment of correspondent bgniglationships) and 4 (conducting

transactions or entering into a business relatipnaith PEP) entities apply enhanc
CDD where there is higher risk of ML or FT estaldid on a risk assessment basis.

In addition to the AML/CFT Law, the NBRM Regulati@pecifies the obligation fgr

the banks to establish the identity of the clidmneficial owner and to carry o
adequate activities for verification of the identit
The NBRM Decision (Item 9) envisages that besitiesprovisions for verification o
the identity of the client, principal or the bemé owner envisaged in the AML/ CH
Law, each bank can verify the information througme of the following independe
sources of information:
- The determination of the permanent address by ustingr sources of informatig
(telephone, electricity bills etc., data availablg the Information Service- 18

43

Al
L/

N

ed




etc.).
- Contacting the client and the beneficial owner tigftophone, letter or e-mail;
- Contacting the embassy (consular mission, liaisffine) of the country of origin
of the foreign client;

- Requesting the final financial report for the fuaotng of the client- the lega

entity, revised by an authorized auditor when pmessi

- Using the data available by the public registelng €entral Register, the Cent
Securities Depository of etc.);

- Visiting the client and the beneficial owner, ifgsible;

- Verification of the statute of the client and thenbficial owner whether

bankruptcy or liquidation procedure has been igta

The objective of the provisions of the Decisiontasprovide the banks with othe
sources of information, besides the sources listee AML/ CFT Law for the clients,
principals or beneficial owners for which thereneed for additional verification of the

identity, i.e. for the clients whose identity camt be surely determined on the basis

the documents listed in the AML/ CFT Law (includiige persons who might
represent higher risk of money laundering and fiivag terrorism). Besides these

provisions, the Item 7 of the Decision oblige tlamlks to make sure that:
- possess precise sources of information, documentatid data;

- possess information on which basis they can deternthe identity of the

beneficial owner of the client, including the detaration of the actual ownersh
and managing structure of the client- the legatgnt
- possess precise information on the identity ofatlhorized person.
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Recommendation of
the MONEYVAL
Report

The authorities should clearly define which othecaiments than passports or |.
cards can be used for verification of identificatiand which are in accordance wi
the international standards as required by Footn8teof the Methodology (wit
reference to the General Guide to Account Openimy@ustomer Identification issue
by the Basel Committee’s Working Group on CrossiBoBanking).

- 50
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Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The identification and the necessary documentsddratbe used for identification sh
be determined in the Article 10 of the AML Law ahe Article 9 of the Draft-Law.
The AML Law and the Draft-Law have stricter approdowards the documents th
can be used by the subjects in order to identify dients.

Besides the documents for identification and vemifon of the clients listed in th
AML Law, the Item 12 of the NBRM Decision shall lnde some independent sourq
of information that can be used by the banks uperverification of the identity of th
clients and the final owner.
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Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The current AML/CFT Law in Article 10 strictly retates the documents fq
identification and verification of the client’s idtity as follows:
“Identification and verification of the identity dfie client
Article 10
(1)When the client is a natural person, he/shel $fmidentified and his/her identit
verified by submitting an original and valid documepersonal identification card

passport or a copy of a personal identificatiordcar passport certified by a notary

public.

(2)When the client is a foreign natural personshe/shall be identified and his/h
identity confirmed on the basis of the data spedifin his her original vali
identification document, personal identificatiorrcc@r passport or a copy of the va
identification document certified by a notary pabbr authorized institution in hi
domicile country.
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(3)The document referred to in paragraphs (1) @paf this Article shall be used {o

determine the name, surname, date and place bf piegce and address of living a

residence, the unique registration number or ifleation number and number of the

ID card or passport, the issuing authority and date of validity of the ID card g
passport.

(4)If any of the data referred to in paragraphdB}his Article cannot be determined
from the identification document, personal ID cardpassport, original or copy of the
identification document certified by a notary pgabdir the competent institution in the

domicile country, the entity may request anothdlipdocument or certified stateme
from the client on the demanded data and its atengas.

(5)When the client is a domestic legal identitysliall be identified and its identity
c

verified with the submission of an original or atideed transcript by a notary publi
for registration at the central register.

(6)The name, registered office, tax number of #gal entity, the founder/s and t
legal representative shall be determined from timuchent referred to in paragraph

of this Article.

(7)When the client is a foreign legal entity, ibfilbe identified and its identity verifig
with an original document for registration issugdabcompetent authority, or a co
certified by a notary public or competent instibutiof the domicile country.

(8)In cases when the entity referred to in pardyi@p of this Article is not subject t
registration by a competent authority for registrat the determination of the identi
shall be made by providing an original or a copytified by a notary public o
competent institution of the domicile country ofdacument on its establishme
adopted by the management body or entry of the neeehe title, address or seat 3
activity.

(9)The management body or representatives of flkeataleferred to in paragraph (
and (7) of this Article authorized to enter intcsimess relationships with a client sh

present the documents referred to in paragraphg2iland (5) of this Article, as well

as the documents confirming the identity and addoéshe authorizer or the benefic
owner.

(10)The entities shall obligatorily keep copies the documents referred to
paragraphs (1), (2), (5), (7), (8) and (9).

(12)On the basis of internal acts, the entities mlap request other data required
the identification and verification of the identity the client or the beneficial owner.
Article 11 of the AML/CFT Law regulates the identdtion and verification of thg
identity of the beneficial owner, article 12 regekthe identification and verificatig

of the identity of the principal and article 12egulates the verification of the identity

of the client, beneficial owner and the authorizer.

Besides the documents for identification and veaifon of the clients, listed in th
AML/CFT Law, the Item 9 of the NBRM Decision defmedditional independel
sources of information that can be used by the démkthe verification of the identit
of the clients, principal or the beneficial owner.

Recommendation of
the MONEYVAL

Financial institutions should be required to obtamformation on the purpose arn
intended nature of the business relation.

Report
Measures reported § The obtaining of information on the purpose andititended nature of the busing
of 21 Septembe| relation is an activity that must be implemented thg entities within the CDI

the Recommendatio
of the report

This obligation of the entities shall arise frone #rticle 9 of the AML Law, Paragrap
1, ltem b), or the Article 12 of the Draft-Law.
Pursuant to the Part 1l. 1.2 of the NBRM Decisi@n,each bank shall be obliged
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provide information and data on which basis one @etermine the purpose and the

intended nature of the business relation estalalistith the client, which can includ
information on the nature of the business actisibéthe client, the financial standin
the sources of financial means and the most impbbtasiness partners.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Obligation for obtaining information on the purposed the intended nature of t
business relation as a part of the CDD procedarmtioduced with paragraph 1, itg
c) of the article 9 of the AML/ CFT Law, as follew

“Article 9
(1)The customer due diligence procedure referrethtérticle 8 of this Law shal
include:
a) identification of the client and verification lois/her identity;
b) identification of the principal and verificatiaf his/her identity and identification ¢

the beneficial owner, his/her ownership and managerstructure and verification of

his/her identity;

¢) obtaining information on the purpose and inembf the business relationship and

d) conducting ongoing monitoring on the businetignship.”.

Pursuant to the Item 10 of the NBRM Decision, eaamk is obliged to provid
information and data on which basis one can detegrtiie purpose and the inteng
nature of the business relation established wite dlient, which can includ
information on the nature of the business actizibéthe client, the financial standin
the sources of financial means and the most impbliasiness partners. Pursuant

the Item 11, the bank can determine the sourcésnolfs of the client - natural person
through obtaining data on the following: the amooiftthe monthly salary, other
additional sources of funds, the property ownergtp, on the basis of which it can

get more accurate picture of the business relatitmthe client.

Recommendation of
the MONEYVAL
Report

Financial institutions should be required to contlumgoing due diligence on th
business relation and to ensure that documents, olainformation collected under th
CDD process are kept up-to-date and relevant byetafting reviews of existin
records, particularly for higher risk categories afistomers or business relations.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

Pursuant the Article 9, Paragraph 1, Item d) of AML Law, as a special activit
within the CDD procedure, the entity have the ditiign to perform ongoing
monitoring of the business relation. The ongoingnitwsing shall include detaile
review of the transactions that are made within tekation in order to confirm that th
transactions are being performed according to ikended purpose, the business
the risk profile and the financial standing of tbtleent and the updating of client
information.

The Draft-Law shall regulate this obligation an@dlbeparate it special Article 12.
The new Article in the Draft-Law shall word as tls:

Ongoing monitoring of the business relation
Article 12-b
(1) The entities shall be obliged to conduct ongaimonitoring of the business relati

including detailed scrutiny of transactions undeta within the frames of that
relationship in order to ensure that the transast@re being conducted in complian
with the client’s intention, the business and riglofile and the client’s financigl

standing, and, when necessary, the sources ofcfimgaof the client.

(2) The entities shall be bound to perform regulpdating of the document amd
information on the client acquired trough the inmpéatation of the activities referred

to in the Article 9, Paragraph 1, ltems a), b) endf this Law.
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Likewise, the obligation of banks regarding the @ng monitoring of the business
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relation with the clients shall be specified in fhart 1l. 1. 3 of the NBRM Decisior
Pursuant to this Law, the banks shall be obligepeidorm ongoing monitoring of th
business relation with the client and the transastithat are being conducted
compliance with the business relation in orderedfy whether these transaction are
line with the purpose and the intended nature eftihsiness relation and the source
financing of the client.

The banks shall be obliged to ensure regular upglaif the information and the data

on the business relation with the client, and tlzenner and the time of updating of t
data shall be determined within internal procedures

In the frame of the part of the Decision referringhe manner of performing enhang
client due diligence of a client for whom there dmrnices of higher risk of mone
laundering or financing terrorism, there shall bediional activities related t
monitoring of the business relation with this typeclients (for example, ongoin
monitoring of the business relation, additionaleasment of the risk level related
each client, approving of the business relatiotheymembers of the Managing Boa
etc.).
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Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Current AML/CFT Law in the article 12-b regulatésstobligation of the entities:
“Ongoing monitoring on the business relationship

Article 12-b

(1) The entities shall be obliged to monitor trengactions performed with
the framework of the business relationship with ¢hient, with a view to confirming
that those transactions are carried out accordinthe purpose and intention of t
business relationship, the risk profile of the mijehe client’s financial situation and
necessary the client’s financing sources.

(2) The entities shall be obligated to regularlylaie the documents and t

data about the client, collected during the impletation of the activities referred to
Article 9 paragraph (1) items a), b) and c) of tasv.”
Pursuant to Item 12 of the NBRM Decision, the bankequired to conduct ongoir
monitoring of the business relation with the cliemd the transactions perform
within the business relation in order to confirmttthese transactions are in conforn
with the purpose and the intention of the busimekgtion and the source of financi
of the client. The monitoring of the business ielatwith the client also denote
regular update of the documents and the data thie Hess on its disposal for that clie
The bank determines the manner and the moment ddting of the data within it
internal procedures. In the frame of the part ef Erecision referring to the manner
performing enhanced client due diligence of a tlfen whom there are evidences
higher risk of money laundering or financing teisor, there are additional activitig
related to monitoring of the business relation whis type of clients (for exampils
ongoing monitoring of the business relation, addail assessment of the risk le
related to each client, approving of the businedation by the members of th
Managing Board etc.).
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Recommendation of
the MONEYVAL
Report

Financial institutions should be required to perfoenhanced due diligence for high

risk categories of customers, business relationtransaction, including private

banking, companies with bearer shares and non-eegidustomers.

er

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The obligation for taking measures for enhanced Ghall be regulated in the Artic
14 of the AML Law and in the Article 13 of the Dtdfaw.
The modified and amended Article 14 shall worddies:

Article 14
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(1) Where there is higher risk of money laundeidngd financing terrorism established
in a risk assessment basis, the entities shoully amhanced client due diligence |in
addition to the measures referred to in the Arsicde 9 and 10 of this Law, and |in
particular the cases referred to in the Paragré®)h¢3) and (4) of this Article.
(2) Where the client is not physically present ifitentification purposes, the entities
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 documesipplied, or requiring that they are
certified by another financial institution of thepublic of Macedonia, an EU Membier
State or a country where the regulation provideaftoleast identical requirements for
taking measures for prevention of money laundegnd financing terrorism as the
requirements provided for by this Law;
c) ensuring that the first payment is carried sotugh an account in a bank in the
Republic of Macedonia.
(3) Where banks establish correspondent bankirefioek with banks for which a
simplified due diligence is not permitted pursutmthe Article 13 of this Law, they
shall be bound to:
a) gather sufficient information about the respandmnk to determine fully the nature
of its business and to determine its reputationthadjuality of the supervision.
b) gather information and on the basis thereofsastiee system for protection against
money laundering and financing terrorism;
c) Obtain approval from the Management Board fealdishing a new correspondent
banking relation;

d) precisely prescribe the mutual rights and oliliges and
e) ensure that the respondent bank carries owtdiidties referred to in the Article 9,
Paragraph 1, Items a), b) and c) regarding theopsriaving direct approach to |ts
correspondent accounts at the banks in the RepobNtacedonia, at least in a scope
and in a manner determined by this Law, as welltasletermine whether the
correspondent banks is prepared to provide the miatassary for identification and
verification of the client on its request.
(4) When the entities perform transactions or emiéo a business relation with
politically exposed persons, they shall be requiced
a) on the basis of previously established riskssaent procedure determine whether
the client is a politically exposed person or ia ttase where this can not be done, they
shall be required to provide client's statement.
b) provide approval for establishing of businesktien with the client from the
managing structures of the entity, as well as gl®wiecision for continuing of the
business relation witthe existing client who has become politically esgd persor
adopted by the managing structure of the entity;

c) take adequate measures to establish the sodiréends of the client who is
politically exposed person;

d) conduct ongoing enhanced control of the busimelsgion with the client who i
politically exposed person.

In the cases where there is higher risk of moneydaring or financing terrorism,
pursuant to the Item 6 of the NBRM Decision, theksashall be required to perform
enhanced client due diligence. The bank shall perfenhanced client due diligence|at
least for the clients envisaged in the AML Law, hilgo with the NBRM Decision,
which defines the additional types of clients wiam ke seen as highly risky by the
banks regarding money laundering and financingtem, having in mind the nature
of the financial activities performed by such cti&en
- Palitically exposed persons;
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- Clients using private banking services;

- Correspondent banks;

- Clients who are physically absent during the ehinlg or the conducting of th
business relation;

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

The Decision shall specify the additional meas@mgsaged by the Law, which sha

be binding for the banks regarding the abovemeatatients.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The obligation for performing enhanced CDD is ragedl in the Article 14 of th
AML/ CFT Law, as follows:

“Article 14

(1) Where there is higher risk of money laundermyg financing terrorism
established on a risk assessment basis, the srihieuld apply enhanced client d
diligence in addition to the measures referredhtaiiicles 8, 9, 10 and 11 of this La
and in particular in the cases referred to in pagigs (2), (3), and (4) of this Article.

(2) Where the client is not physically present fdentification purposes, th
entities should take one or several of the foll@uvimeasures:
a) determining the client's identity by additiodakuments, data or information;
b)additional measures confirming the supplied dosmis or requiring for thg
documents to be verified by another financial tngitin of the Republic of Macedoni
an EU Member State or a country where the reguiatfrovide for at least identic

criteria and standards for prevention of money dgwimg and financing terrorism as

the requirements provided for by this Law and
¢) ensuring that the first payment is carried dwmbtigh an account of the client in
bank in the Republic of Macedonia.

(3) Where banks establish correspondent bankingtioas with banks fo
which a simplified due diligence is not permittegrguant to Article 13 of this Law
they are bound to:

a) gather sufficient information about the respandank to determine fully the natu
of its business and to determine its reputationtbadjuality of supervision;

b) gather information and on the basis thereofsastiee system for protection agai
money laundering and financing terrorism;

c) obtain approval from the management board ftabdishing a new corresponde
banking relation;

d) precisely prescribe the mutual rights and oliliges, and

e) to ensure that the correspondent bank carriethewctivities referred to in Article
paragraph (1) items a), b) and c) of this Law orspes who have direct access to
correspondent accounts in the banks in the RepablMdacedonia, at least within th
scope and the manner stipulated by this Law, ad alestablish whether th
correspondent bank is prepared to provide thefdaidentification and verification o
identification of the client, and to deliver themthe bank on its request.

(4)When the entities perform transactions or eimir a business relationsh
with holders of public functions, they shall be uizgd to:

a) based on previously determined procedure feraisluation to determine wheth
the client is holder of public function or if this not possible to provide client
statement.

b) to provide an approval for establishing businesation with the client, which ha
been issued by entity’'s management structures,edisas to provide a decision fq
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function, made by entity’s management structures;

¢) to undertake appropriate measures in order terréne the source of client's fun
which is holder of public function;

d) to perform intensive monitoring of the busineskation with the client holder g
public function’

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

pursuant to the Iltem 15 of the NBRM Decision, ttemlts are required to perfor
enhanced customer due diligence. The NBRM Decidimtiudes more precis
measures that should be followed by banks, whelingeaith clients with higher risk
of money laundering and financing terrorism:

-Clients using private banking services;

-Correspondent banks;

-Clients who are physically absent during the disthimg or the conducting of th
business relation;

-Clients coming from countries that fail to, or ufficiently, apply measures fg
prevention of money laundering and terrorist firagcat least in a volume defined

the Law;

-Clients with whom the business relation is cared by using new technologies

developing technologies.
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The NBRM Decision (Part V) requires banks to impdemnseparate Procedure for

assessing the risk of holders of public functiofise bank is required to underta
additional measures determined in the Law, foihiblders of public functions.

ke

Recommendation of
the MONEYVAL
Report

For customers that are legal persons or legal agaments, financial institutio
should be required to verify that any person putingrto act on behalf of the custom
is so authorised, and identify and verify the idgrdf that person.

er

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The Article 2, Item 7 of the AML Law shall definke term “client”, which shall imply
natural or legal entities. The legal system of Bepublic of Macedonia does n
include the term legal arrangements.
The Article 10, Paragraphs 5 and 9 of the AML Lawalk define the manner g
identification of legal persons and the persons atgoauthorised to enter into busing
relation with third persons on behalf of the legatson. Similarly, the Article 12 sha
prescribe the provisions regulating the identifaraiof the authorizer.
The Draft-Law shall amend the Articles 10 and 1Ricl shall word as follows:

“Identification and verification of the client*

Article 10

(1) the identity of the client when the clienhiatural person shall be established ang
verified with the submission of original and valicument, personal identificatig
card or passport or copies certified by a notamylipuA certified transcript by a notat
public may only be used only in the case when tieatcacts on behalf of a third par|
which is not physically present.
(2) In the case when the client is a foreign redtperson, he/she shall be identified &
his/her identity shall be identified on the badighe information listed in the origing
valid document, the personal identification cargbassport or in the copy certified by
notary public or authorized institution.
(3) The document referred to in the Paragraphsafid (2) of this Article shal
determine the name, surname, date and place bf bigce and address of perman
or temporary residence, unique personal identiicanumber and number of th
personal identification card or passport, the athassuing the document and validi
date of the personal identification card or thespast.
(4) If the document for identification, the perabidentification card or the passport
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original document or the copy certified by a notpaplic can not provide some of the
information referred to in the Paragraph (3) o tArticle, the entity can ask from the

other party to provide other public document inesrtb verify the needed informatid
or can ask for certified copy confirming the migginformation and its accuracy.

(5) In the case when the client is domestic legdlty, it shall be identified and it
identity shall be verified by submitting of origindocument or a copy certified by
notary public of the registration in the CentrabiRéer.

(6) The extract of the registration referred tahia Paragraph (5) of the present Article

shall serve determine the title, the registeredessy the tax number of the legal ent
the founder/s and its legal representative.
(7) In the case when the client is foreign legatfitg, it shall be identified and it

S
identity shall be verified with a registration bgampetent authority which shall not pe

older than six months.

(8) In the case when the person referred to inPiagraph (7) of this Article is not
subjected to a registration by a competent registrauthority, the establishment pf

the identity shall be made by providing of origimidcument or a copy certified by
competent authority of the document for its essdinlient provided by the managi
authority or an inscription of the name, or thietithe address or the registered add
and the activity.

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

a

ng
ress

e
DN

behalf of third person shall provide the documédisted in the Paragraphs (1), (2) and

(5), as well as the documents confirming the idgmtind the address of the principal
the beneficial user.

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

(11) The entities, on the basis of internal acds, request other information needed
establishment and verification of the identity kné tlient or the beneficial user.

Identification and verification of the beneficialvper
Article 11
(1) The entity shall be bound to verify the idgntf the beneficial owner and, on t
basis of risk assessment, verify his/her identityoading to the Article 10 of this Law
(2) In the case when the entity cannot identify beneficial owner according to tl
Paragraph 1 of this Law, it shall be bound to pitevé declaration from the client, a

the verification shall be performed on the basis imfbrmation obtained from

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 person,
the cases where the law stipulates such obligatiom, entities shall be bound
establish and verify the identity of the personfqrening the transaction (proxy), th
holder of the rights (principal) and the power tibeney."

Verification of the client, the beneficial ownerdatte principal
Article 12-a
(1) Entities shall be bound to establish the idgmdf the client, the beneficial owner
the principal before the establishment of busimekgionship or before the performir
of the transaction for clients with whom the entigs not established business relati
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(2) By way of derogation from the Paragraph (1)haf present Article, the verificatig
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of the identity of the entities can be performedirty the establishing of business
relationship if this step is necessary in ordertoatancel the regular functioning of the
business relation and when there is low risk of eyotaundering and financing
terrorism.

(3) By way of derogation from the Paragraphs (1) &) of this Article, regarding th
operations related to life insurance, the verifaraf the identity of the client and of
the beneficial owner of the policy can be perfornadter the establishment of the
business relation. In this case, the verificatibthe identity should be performed prior
or during the payment of the policy or prior otlz¢ moment of exercising of the rights
arising from the policy.
(4) In the execution of activities of life insurandhe insurance undertakings shall| be
bound to identify and verify the identity of theecit in the cases when the amount of
the single or several instalments of the insuraomeenium to be paid in a period of ohe
year exceeds 1.000 EUR in denar counter-value @nvwthe payment of the single
insurance premium exceeds the amount of 2.500 BléRmar counter-value.
The NBRM envisages that besides the legally sttpdlarovisions for identification gf
the clients, pursuant to the AML Law, the banksustioensure that they possegss
accurate information on the identity of the proxy.

D

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The current AML/CFT Law, in paragraphs 5, 6, 7n8 &, the Articles 10 regulates the
following:
“(5)When the client is a domestic legal identityshall be identified and its identit
verified with the submission of an original or atdeed transcript by a notary publi
for registration at the central register.

(6)The name, registered office, tax number of ggal entity, the founder/s and the
legal representative shall be determined from thmuchent referred to in paragraph (5)
of this Article.
(7)When the client is a foreign legal entity, ib#itbe identified and its identity verified
with an original document for registration issugdabcompetent authority, or a copy
certified by a notary public or competent instibutiof the domicile country.
(8)In cases when the entity referred to in paragi@p of this Article is not subject to
registration by a competent authority for registrat the determination of the identity
shall be made by providing an original or a copytified by a notary public of
competent institution of the domicile country ofdacument on its establishment
adopted by the management body or entry of the neeehe title, address or seat gnd
activity.
(9)The management body or representatives of fleataleferred to in paragraph (b)
and (7) of this Article authorised to enter intsimess relationships with a client shall
present the documents referred to in paragraphg2)iland (5) of this Article, as well
as the documents confirming the identity and addoéshe authoriser or the beneficjal
owner.”
Article 12 of the current AML/CFT law regulates titkentification and verification of
the identity of the principal and it stipulates fbBowing:

“Article 12

(1)If the transaction is carried out in the nameuad on the behalf of a third party, the
entities, in the cases when the law stipulates suclobligation, shall be bound to
establish and verify the identity of the personfarening such a transaction (proxy),
the holder of the rights, the client acts (the gipal) and the authorization.
(2) If it is not certain whether the client acts lnis/her own behalf and account or |on
behalf and for the account of a third party, theitgrshall be bound to requept
information from the client for determining the ity of the holder of rights (the
principal) and the power of attorney i.e. the diedi contract between the principal and
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the proxy.”

The NBRM Decision (Part 1ll) specifies that bank®usld have Procedures for clie
due diligence which shall include identificationdaverification of the identity of thg
client, the principal (holder of rights), or thenadicial owner. The banks should ens
that they possess accurate information on theitgiesftthe principal (holder of rights
and the proxy.

Recommendation of
the MONEYVAL
Report

The legislation should provide for a definition“bEneficial owner” which is in line

with the one provided for by the glossary to theTFAMethodology. Financial

institutions should be required to take reasonableasures to verify in all situatior
(and not only when “a suspicion exists whetherdhent acts on its own or on behg
and in interest of a third party”) the identity dfeneficial owners using releva
information or data obtained from reliable sources.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The Article 2, Item 7 of the AML Law shall definkda term “beneficial owner*:

10. “Beneficial owner“ shall mean a natural persgm ultimately owns or controls th
client and/or a natural person on whose behalffanevhose account a transaction
activity is being conducted, whereas a beneficiaher within the legal persons sh
be as follows:

a) natural person who has direct or indirect slofr&t least 25% of the total stocks
share, i.e. of the voting share in that legal gniitcluding ownership of bearer shar
and

b) natural person who otherwise exercises contithl mvanagement of the legal entity.

Pursuant to the Article 9, Paragraph 1, Item bhiwitthe procedure of client du
diligence, the entities shall be bound to identifg beneficial owner and establish
identity. The entities shall be obliged to ident#iyd verify the beneficial owner in 3
other cases determined in the Article 8. The idieation and the verification of th
beneficial owner shall be performed in accordandabe Article 10 of the AML Law.

The Draft-Law shall amend the previously quotedtks, which shall word as follows:

Article 2
9. “Beneficial owner” shall mean a natural persdrowltimately owns or controls th
client and/or a natural person on whose behalffan@vhose account a transaction
activity is being conducted.
Beneficial owner of the legal entity or the trusti natural -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 owriepsof bearer shares, and/or
b) otherwise exercises control with managemenhefiégal entity or acquires benef
with the legal entity or the trust;

Article 9

(1) The customer due diligence procedure refemwedd the Article 8 of this Law sha
comprise the following activities:
a) ldentification of the client and verification tfe client’s identity;
b) Identification of the principal and verificatiaf his/her identity and identification ¢
the beneficial owner and verification of his/heendity;
c) Obtaining information on the purpose and thesrided nature of the busine
relation, and
d) Conducting ongoing monitoring of the businedatien.
(2) The entities shall apply each of the measuresiged for in the Paragraph (1)
this Article, but they may determine the extentsath measures depending on
client’s risk assessment, the business relati@pthduct or the transaction.
(3) The entities shall perform the risk analysistba basis of internal risk analys
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prepared by the Office in cooperation with the t&diand the supervisory authoriti
as a minimal requirement.
(4) The entities shall be bound to make availabléhe Office and the superviso
authorities the risk assessment documents refdéoeid the Paragraph (2) of th
Article in order to demonstrate that the extent tbé undertaken measures
appropriate in view of the determined risk of monkyndering and financin
terrorism.

Article 10
(2) the identity of the client when the client iataral person shall be established ;
verified with the submission of an original andigdgadocument, personal identificatiq
card or passport or their copies certified by anopublic. A certified transcript by
notary public may only be used only in the casemti® client acts on behalf of
third party which is not physically present.
(2) In the case when the client is a foreign natoeason, he/she shall be identified g
his/her identity shall be established on the bafkthe information listed in the origina
valid document, the personal identification cargpassport, or in a copy certified by
notary public or authorized institution.
(3) The document referred to in the Paragraphsafid (2) of this Article shal
determine the name, surname, date and place bof bigice and address of perman
or temporary residence, unigue personal identiicanumber and number of th
personal identification card or passport, the ath@suing the document and validi
date of the personal identification card or thespast.
(4) If the document for identification, the persbitkentification card or the passport
authentic document or the copy certified by a nopaublic can not provide some of ti
information referred to in the Paragraph (3) o§tArticle, the entity can ask from th
other party to provide other public document inesrtb verify the needed informatig
or can ask for certified copy confirming the miggsinformation and its accuracy.
(5) In the case when the client is domestic legugitye it shall be identified and it
identity shall be verified by submitting of origindocument or a copy certified by
notary public of the registration in the Central gRRéer.(6) The extract of th
registration referred to in the Paragraph (5) o #rticle shall determine the title, th
registered address, the tax number of the legatyethe founder/s and the leg
representative.
(7) In the case when the client is foreign legaditenit shall be identified and it
identity shall be verified with a registration bg@mpetent authority which shall not
older than six months.
(8) In the case when the person referred to inPieagraph (7) of this Article is n
subjected to a registration by a competent registrauthority, the establishing of th
identity shall be made by providing of original dotent or a copy certified by
competent authority of the document for its esgdintient provided by the managi
authority or an inscription of the name, or thietithe address or the registered add
and the activity.
(9) The managing authority and the representatofethe client referred to in th
Paragraph 5 or 7 of this Article authorized forabishing business relation on beh
of third person shall provide the documents listethe Paragraphs (1), (2) and (5),
well as the documents confirming the identity ahe address of the principal or t
beneficial user.
(10) The entities must possess copy of the docwsmrefetrred to in the Paragraphs
(2), (5), (7) and (8) of this Article.
(11) The entities, on the basis of internal acs, equest other information needed
establishing and verification of the identity oétblient or the beneficial user.

es
ry
is
is

g

and
n

D

a

nd

I
ent
e

ty

ne
ne
n

54



Identification and verification of the beneficiakner
Article 11

(1) The entity shall be bound to verify the identif the beneficial owner and, on the

basis of risk assessment, verify his/her identity.

(2) In the case when the entity cannot identifylikaeficial owner, it shall be bound
provide a declaration from the client, and the fieation shall be performed on tk
basis of information obtained from public sources.

Verification of the client, the beneficial ownerdatine principal
Article 12-a
(1) Entities shall be bound to establish the idgmtf the client, the beneficial owner
the principal before the establishment of busimekgionship or before the performir
of the transaction for clients with whom the entigs not established business relati
(2) By way of derogation from the Paragraph (1)hef present Article, the verificatia
of the identity of the entities can be performedirtly the establishing of busine

relationship if this is necessary in order not méeirupt the normal conduct of the

business relation and when there is lesser risknofiey laundering and financin
terrorism.
(3) By way of derogation from the Paragraphs (Ij @) of this Article, in relation tg
the activities of life insurance, the verificatiof the identity of the client and of th
beneficial owner of the policy shall be performefteiathe establishment of th
business relation. In this case, the verificatdbrihe identity should take place at
before the time of payment of the policy or at efdre the time the beneficiary inten
to exercise of the rights vested under the policy.

(4) In the execution of activities of life insurandhe insurance undertakings shall
bound to identify and verify the identity of théegit in the cases when the amount
the single or several instalments of the insurgmeenium to be paid in a period of o
year exceeds 1.000 EUR in denar counter-value @nwhe payment of the sing
insurance premium exceeds the amount of 2.500 BEléRmar counter-value.
Besides the AML Law, the NBRM Decision shall spgdtie obligation of the bank
regarding the establishing of the identity of tlemdficial owner and carry out adequ
activities for verification of the identity. Intedia, banks shall be bound to ensure th

- They possess precise sources of information, doetatien and data;

- Possess information on which basis they could bshkakhe identity of the
beneficial owner of the client, including the detération of the actua
ownership and managing structure of the clientié¢igal entity;

Upon the identification and the verification of theneficial user the banks shall
obliged to use the documents envisaged in the AMl,Las well as the independe
sources of information defined in the NBRM Decis{ttem 13).

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

AML/ CFT Law has developed a concept of “beneficainer” and all obliged entitig
are required to take reasonable measures to \thdfigdentity of beneficial owners.

Article 2 point 9 of the AML/ CFT Law defines thertn “beneficial owner” as follows:

“9.“Beneficial owner” shall mean a natural persohowis the owner or who has dire
influence on the client and/or natural person irogghname and on whose behalf
transaction is being performed.

A beneficial owner of a legal entity shall be aunat person:

a) who has a direct or indirect share of at le&8t Df the total stocks or share,
rather the voting rights of the legal entity, irdilug possession of bearer shares and
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legal entity;”
According to the article 11 of the AML/ CFT Law:

“(1)The entity shall be obligated to verify the indi¢y the beneficial owner and on the

basis of risk analysis, to verify his/her identityaccordance with Article 10 of th
Law.

(2)When the entity cannot identify the beneficiain@r according to paragraph 1
this Article, it shall take a statement from thiewt, and it shall verify the identity o
the basis of data from independent and reliablecesu’

The NBRM Decision (Part lll) specifies that bankkosld have implemente
Procedures for client due diligence which includentification and verification of th
identity of the client, the principal or the bergi owner.

Inter alia, banks are obliged to ensure that:

- they possess accurate sources of informationyrdentation and data;

- they possess data on the basis of which theybeildble to determine and verify t

identity of the beneficial owner of the client, whi also includes determining its

ownership and management structure;

Upon the identification and the verification of theneficial owner, the banks are

obliged to use the documents envisaged in the AKIET Law, as well as th
independent sources of information defined in tiBRN Decision (Item 9).

Recommendation of
the MONEYVAL
Report

For all clients, financial institutions should besquired to determine whether t
customer is acting on behalf of a third party.Histis the case, they should identify
beneficial owner and verify the latter's identity/ith regard to clients who are leg
persons, financial institutions should understariek tcontrolling structure of th
customer and determine who the beneficial owner is.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The Article 9, Paragraph 1, Item b) of the AML LaWall stipulate that within CDD
the entities should identify the beneficial owned &he principal and verify the identi
of the beneficial owner, the ownership and managtngcture.

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 titeiof the beneficial owner and, @
the basis of risk assessment, verify his/her itiemattcording to the Article 10 of th
Law.
(2) In the case when the entity cannot identify lemeficial owner according to th
Paragraph 1 of this Law, it shall be bound to pitevéa declaration from the client, a

the verification shall be performed on the basis imbrmation obtained from

independent and secure sources.
The NBRM Decision shall additionally specify thelightion of the banks regardin
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the establishing of the identity of the benefidainer and establish the ownership and

organizational structure of the client- the legatity and carry out adequate activiti
for verification of the identity.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Article 11 of the current AML/CFT Law, regulatesetlissue of identification an
verification of the beneficial owner:

“(1)The entity shall be obligated to verify the idi¢y the beneficial owner and on the

basis of risk analysis, to verify his/her identityaccordance with Article 10 of th
Law.
(2)When the entity cannot identify the beneficialn@r according to paragraph 1

this Article, it shall take a statement from thiewt, and it shall verify the identity on

the basis of data from independent and reliablecesu’
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As well as, paragraph 1 article 9 of the AML/ CFaw.regulates the following:
“(1)The customer due diligence procedure referedhtArticle 8 of this Law shal
include:

a) identification of the client and verification lois/her identity;

b) identification of the principal and verificatiar his/her identity and identification ¢
the beneficial owner, his/her ownership and managerstructure and verification ¢
his/her identity;
¢) obtaining information on the purpose and inembf the business relationship ang
d) conducting ongoing monitoring on the busine&imnship.”

The NBRM Decision (Part lll) specifies that bankkosld have implemente
Procedures for client due diligence which includentification and verification of th
identity of the client, the principal or the beréi owner.

The NBRM Decision additionally specifies the obtiga of the banks regarding th
establishing of the identity of the beneficial owrd the client, which also include
determining its ownership and management struendecaring out adequate activiti
for verification of the identity.

Recommendation of
the MONEYVAL
Report

Concerning timing of verification, the possibilipyovided by Art. 7 para 1 and 2 {
establish the client’s identity “on the day where ttransaction was carried out
(unless there is a suspicion of money launderiagdd® general and should be broug
in line with the circumstances as described byecionh 5.14.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The timing of the verification and the establishiofgthe identity of the client and th
beneficial owner shall be determined in the Artitle of the AML Law, which shal
word as follows:

(1) The entities shall be bound to verify the idgnof the client or the beneficig
owner before the establishment of the businesgioelar the carrying out of th
transaction.

(2) By way of derogation from the Paragraph (1)hef present Article, the verificatig
of the identity of the entities can be performedirty the establishing of busine

relationship if this is necessary in order not méeirupt the normal conduct of the

business relation and when there is lesser risknofiey laundering and financin
terrorism.
(3) By way of derogation from the Paragraphs (X &) of this Article, in relation tg
the activities of life insurance, the verificatiof the identity of the client and of th
beneficial owner of the policy shall be performefteiathe establishment of th
business relation. In this case, the verificatddrihe identity should take place at
before the time of payment of the policy or at efdoe the time the beneficiary inten
to exercise of the rights vested under the policy.

(4) In the execution of activities of life insuranahe insurance undertakings shall
bound to identify and verify the identity of théegit in the cases when the amount
the single or several instalments of the insuraomeeium to be paid in a period of o
year exceeds 1.000 EUR in denar counter-value @nwhe payment of the sing
insurance premium exceeds the amount of 2.500 ElRMmar counter-value.

The provisions from the Draft- Law shall specifg tharagraph 1 of the article 11 frg
the AML/CFT Law, as follows:

(1) Entities shall be bound to establish the idgmtf the client, the beneficial owner
the principal before the establishment of busimekgionship or before the performir
of the transaction for clients with whom the entigs not established business relati
(2) By way of derogation from the Paragraph (1)hef present Article, the verificatia
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business relation and when there is lesser risknofiey laundering and financin
terrorism.

(3) By way of derogation from the Paragraphs (Ij @) of this Article, in relation tg
the activities of life insurance, the verificatiof the identity of the client and of th
beneficial owner of the policy shall be performeiteiathe establishment of th
business relation. In this case, the verificatibrihe identity should take place at

g
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e
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before the time of payment of the policy or at efdoe the time the beneficiary intends

to exercise of the rights vested under the policy.

(4) In the execution of activities of life insuranahe insurance undertakings shall
bound to identify and verify the identity of theecit in the cases when the amount
the single or several instalments of the insurgmeenium to be paid in a period of o

insurance premium exceeds the amount of 2.500 ElRMmar counter-value.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Article 12-a of the AML/ CFT Law determines the &mvhen all entities are obliged
conduct identification and verification obligations
“Verification of the identity of the client, beneifil owner and the principal
Article 12-a

(1) The entity shall be obliged to verify the idignof the client, beneficial owner or th
principal, before establishing business relatiopshiand before performing th
transaction for the client with whom the entity mas establishes business relations.
(2) By way of derogation from paragraph (1) of thidicle, the entities may verify th
identity of the client, beneficial owner or prinaipduring the establishment of
business relationship, so as not to interrupt tternmal conduct of the busine
relations and when there is lesser risk of monemdiring and financing terrorism.
(3) By way of derogation from paragraphs (1) a@)l ¢f this Article, in relation tg
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to

S

activities of life insurance, the verification btidentity of the client and the benefigial
owner under the policy shall be allowed to takecpl@nce the business relationship

has been established. In that case, verificatioie identity shall take place before

intends to exercise the rights vested under thieyol

or
at the time of payment of the policy or before brthee time when the beneficiary

(4) In the carrying out of activities related tddiinsurance, the insurance companjes
shall be bound to identify and verify the identifythe client in the cases when the

amount of the single or several instalments ofgiemium to be paid within a periad
of one year exceeds 1.000 Euros in denar countelevaccording to the mean rate
exchange of the National Bank of the Republic ofddania or when the payment
the single premium exceeds the amount of 2.500 sEimodenar counter-valu
according to the mean rate of exchange of the Mati®ank of the Republic of
Macedonia.”

a)

-3

Pursuant to item 7 of the NBRM Decision, the batdntifies and verifies the identity
5

of the client, principal, or the beneficial ownat,least in a manner and on the basi
the documentation and the data stipulated in the. Oderefore the Decision follows
the provisions of the AML/ CFT Law.

Recommendation of
the MONEYVAL
Report

Financial institutions should be required to appGDD requirements to existing
customers on the basis of materiality and risk sma@onduct due diligence on su
existing relationships at appropriate times. Furtnere, there should be

of
of

requirement for financial institutions to perforrDO measures on existing customers

if they are customers having anonymous accountsouds in fictitious names or
numbered accounts.

Measures reported ¢
of 21 Septembe
2009 to implemen

The Draft-Law shall envisage an obligation for gmities to perform verification gf
the clients with whom they have already establidhesiness relation as follows:
Verification of the identity of the existing client
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the Recommendatio
of the report

Article 56-c
The entities shall be bound to verify the identiyexisting clients on the basis
customer due diligence procedure and to updatelaliee on their identity within 2
months following the entering into force of thisw.a
Besides the explicit obligation contained in theaft.aw, the Decision shall envisa
obligations for the banks regarding the ongoing meoing of the business relatiq
with the client and the transactions carried ouhivithe business relation, as well
the obligation for ongoing updating of the data e information on the busine
relation with the client. The obligation for pericdl updating of the data an
information (ltem 16 of the Decision) shall boure thanks to perform customer d
diligence of all clients, including the existingiesits. Pursuant to the laws and 1
bylaws, no bank can open and keep anonymous ac;anciuding numbered accour
or account on fictitious names. The National Bawithin its regular supervisor
controls, confirmed the compliance of the bank$liis provision of the Article 26 g
the AML Law.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The current AML/CFT Law, in the article 56-c reggia the verification of the identif]
of the existing clients:
“The entities shall be obligated to confirm therntly of the existing clients base
upon the procedure for risk analysis and to keepougiate the data for their identi
within 24 hours from the day of entering into foafethis Law."

In addition to the explicit requirement for updatiof the existing clients' data af
information the National Bank's supervisory corgrbhve confirmed that there are
anonymous accounts in the Macedonian banking sysisn, banks regularly upda
clients' data. Banks are in compliance with the&lad 26 and 56-c of the AML/ CF
Law.

(Other) changes
since the first
progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other
relevant initiatives

Recommendation 5 (Customer due diligence)
Il. Regarding DNFBP**

Recommendation o0
the MONEYVAL
Report

f“The former Yugoslav Republic of Macedonia” shoultllly implement
Recommendations 5, 6, 8, 10 and 11 and make tressunes applicable to DNFBP.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The AML Law and the Draft-Law do not divide the iies according to the activit
they perform, i.e. do not divide the entities ifitmncial institutions and DNFBP. Th
is why all the entities have equal obligationshia timplementation of the provisions
the Law, i.e. the previous responses on the recomat®on 5 which refers to th
financial institutions having cascade effect onbiFBP.
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Measures taken to
implement the
recommendations

since the adoption of

Information provided with responses on the reconumaton 5 that refers to th
financial institutions have cascade effect on tihn~BP.

the first progress
report
(Other) changes

14j.e. part of Recommendation 12.
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since the first
progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other

relevant initiatives

Recommendation 10 (Record keeping)
I. Regarding Financial Institutions

Rating: Partially compliant

Recommendation of The record keeping requirements of the AML Law soie sectoral laws should
the  MONEYVAL | harmonised to avoid difficulties in implementation.

Report

Measures reported § The obligation for record keeping for the purpos@m@vention of money launderin
of 21  Septembe| and financing terrorism shall be regulated in tméche 27 of the AML Law as follows
2009 to implemen Article 27

the Recommendatio
of the report

(1) The entities shall be bound to keep the infdimnaon the identity of clients an
transactions provided on the basis of this Lawatdeast ten years after the transact
has been carried out, i.e. calculated from the femtsaction in cases of seve
transactions constituting one whole or at leastygars from the date of the end of
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 yeapsfthe day of submission.

(3) The information on the client who has entenet ilong-term business relatio
within the meaning of this Law, shall be kept foleast ten years from the date of 1
end of the business relation.

(4) The Customs Administration shall be bound tegkall data on the import and t
export of cash or securities across the custonmasftinat least ten years from the d
of the carried out transfer.

(5) The register referred to in the Articles 20, 2P and 23 of this Law shg
compulsory be kept for at least ten years fronldkeregistered data.
(6) In case of termination of the existence of ¢mity, the obligation for keeping th
data within the time frame set out in the Paragréph of this Article shall be
transferred to the legal successors of the entity.

(7) If there are no legal successors of the legasgn, the obligation for keeping t

In order to achieve higher level of harmonizatiathihe FATF recommendations, th
Article shall be amended by the Draft-Law and shalfd as follows:
Record keeping
Article 27

(1) The entities shall be bound to keep the copfethe documents confirming th
identity of the client or the beneficial owner,tbé implemented customer or benefig
owner due diligence procedures and the carriedtraumsactions or the attempt
transactions, of the client’s file and the businemsespondence in a period of ten yg
after the performing of the transaction, i.e. cilted from the last transaction in t
case of several transactions comprising one whaltesaction.

(2) Pursuant to the Article 12-b, Paragraph 5, e¢héities shall be obliged to keg
copies of the performed due diligence for at |l&@syears from the last transaction.
The entities shall be bound to keep the informatind the documents that they hg

data referred to in the Paragraph (1) of this Aetghall be transferred to its founders,
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submitted to the Office for at least ten yearsnfthe day of submission.
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(4) The information on the client who has entenet ilong-term business relatio
within the meaning of this Law, shall be kept folemst ten years from the date of {
end of the business relation.

(5) The Customs Administration shall be bound tegkall data on the import and t
export of cash or securities across the customesftinat least ten years from the d
of the carried out transfer.

(6) The register referred to in the Articles 20, 2P 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 keeping th
data within the time frame set out in the Paragréph of this Article shall be
transferred to the legal successors of the entity.

(8) If there are no legal successors of the legasgn, the obligation for keeping t

data referred to in the Paragraph (1) of this Aetghall be transferred to its founders,

(9) On request of the Office or the supervisoryhatities referred to in the Articles 4
and 47 of this Law, the entities shall be boundmtake available the documen
referred to in the Paragraph (1) of this Law.

The NBRM Decision is fully in line with the timeame for keeping of the recor
determined in the AML Law, and having in considiematthe characteristics of th
bank, it specifies that the obligation for keeparigecords refers to the risk profile, t
analysis and written reports, prepared in accorldodhe Law and the Decision al
the reports submitted to the responsible persamk’sdodies, the Office, the Nation
Bank and other competent authorities.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Current AML/CFT Law regulates the record keepinguieement in the article 27:
“(1) The entities shall be bound to keep the copiethe documents confirming th
identity of the client or the beneficial owner, the performed procedures for analy
of the client or the beneficial owner and realitehsactions or the transactions be
performed, from the client file and the businessespondence, at least ten years g
the performed transaction starting from the lashdaction when several transactiq
constitute one whole.

(2) The entities shall be bound to keep copies fritie performed analysis |
accordance with Article 12-c paragraph (5) of ttasv, at least 10 years from the |
transaction.

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

(4) The information on the client who has enteredoia long-term busines
relationship, within the meaning of this Law, shadl kept for at least ten years frg
the date of the end of the business relation.

(5) The Customs Office shall be bound to keep athdn the import and export
cash or securities across the customs line foeastIten years from the date of {
carried out transfer.

(6) The register referred to in Articles 20, 21, & 23 of this Law shall compulso
be kept for at least ten years from the last reggst data.

(7) In case of termination of the existence of énéity, the obligation for keeping th
data within the time frame set out in paragraphofihis Article shall be transferred
the legal successors of the entity.

(8) If there are no legal successors of the legasgn, the obligation for keeping t
data referred to in paragraph (1) of this Artidkalsbe transferred to its founders.
(9) The entities shall be bound make availabledbeuments from paragraph (1)
this Article on a request of the Office or the siltance bodies from Articles 46 ar
47 of this Law.”

s
e

he
nd
al

e
SIS
ing
fter
NS

=]

ASt

of
he

Iy

(0]

ne

d

The new NBRM Decision has the same provisionshaptevious Decision.
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Recommendation o0
the MONEYVAL
Report

f Financial institutions should be required to kedpreecessary records on transactio
for longer than five years if requested to do sospecific cases by a competg
authority upon proper authority.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

Pursuant to the Article 27, Paragraphs 1, 2, 35anfithe AML Law, the entities (an
the financial institutions as entities) in all caseve the obligation to keep the data|
the identity of the clients and on the transactipravided on the basis of the AM
Law for a period of ten years.

The Draft-Law does not amend the time frame in Whiiee entities shall be bound
keep the data provided by the AML Law.

The AML Law shall envisage obligation for keepingrecords (including informatiol
on transactions) for a period of at least ten yearmich exceeds the standd
established by the FATF Methodology and the Eurnd@iective. This provides fo
covering of the specific cases when the competearnhogities need data arn
information.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Please see the previous answer.

Recommendation o0
the MONEYVAL
Report

f Financial institutions should be required to kedpritification data for longer than fiv
years where requested by a competent authoritpégiic cases on proper authority.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

Pursuant to the Article 27, Paragraphs 1, 2, 3santithe AML Law, the entities (an
the financial institutions as entities) in all caseve the obligation to keep the data
the identity of the clients and on the transactiprevided on the basis of the Law fo
period of ten years.

The Draft-Law does not amend the time frame in Whiite entities shall be bound
keep the data provided by the AML Law.

The AML Law shall envisage obligation for keepinigrecords (including informatior
on transactions) for a period of at least ten yeaich exceeds the standa
established by the FATF Methodology and the Eurng@imective. This provides fo
covering of the specific cases when the competearnhogities need data an
information.

Measures taken to
implement the
recommendations

since the adoption of

Obligations for financial institutions to keep idiication data is introduced wit
paragraph 1 of the article 27 of the AML/ CFT Law.
The new NBRM Decision has the same provisionshaptevious Decision.
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the first progress
report
Recommendation of The authorities should introduce clear obligatiofos financial institutions to kee
th;e t MONEYVAL | records of the account files and business corredpoce.
epor
Measures reported asThe Draft-Law shall amend the provisions relateckéeping records defined in t
of 21  Septembef Article 27 and shall word as follows:
2009 to implemen Record keeping

the Recommendatio
of the report

k Article 27

(1) The entities shall be bound to keep the copfethe documents confirming th
identity of the client or the beneficial owner,thé implemented customer or benefig
owner due diligence procedures and the carriedt@unsactions or the attempt
transactions, of the client’s file and the businemsespondence in a period of ten ye
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case of several transactions comprising one wiaieaction.

(2) Pursuant to the Article 12-b, Paragraph 5, eéhéities shall be obliged to keg
copies of the performed due diligence for at léfisyears from the last transaction.
In this manner, the Paragraphs 1 and 2 shall spaltifdefine the obligation regardin
the type of data that must be kept by the entitiethe purpose of prevention of mon
laundering and financing terrorism.

The NBRM Decision is fully in line with the timedame for keeping of the recorg
determined in the AML Law, and having in considiematthe characteristics of th
bank, it specifies that the obligation for keeparigecords refers to the risk profile, t
analysis and written reports, prepared in accorlamt¢he AML Law and the Decisig
and the reports submitted to the responsible persank’'s bodies, the Office, th
National Bank and other competent authorities.

Measures taken to
implement the
recommendations

since the adoption of

Obligations for financial institutions to keep regs of the account files and busine
correspondence is introduced with paragraphs 12aafithe article 27 of the AML
CFT Law.

The new NBRM Decision has the same provisionshaptevious Decision.
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the first progress
report

(Other) changes
since the first
progress report (e.g.
draft laws, draft

regulations or draft
“other enforceable
means” and other
relevant initiatives

Recommendation 10 (Record keeping)
Il. Regarding DNFBP'®

Recommendation o0
the MONEYVAL
Report

f“The former Yugoslav Republic of Macedonia” shoultllly implement
Recommendations 5, 6, 8, 10 and 11 and make tresssunes applicable to DNFBP.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The AML LAW and the Draft-Law do not divide the &i®s according to the activit
they perform, i.e. do not divide the entities ifitancial institutions and DNFBP. Th
is why all the entities have equal obligationshia implementation of the provisions
the Law, i.e. the previous responses on the recoat®on 10 which refers to th
financial institutions having cascade effect onEiNFBP.

At

e

Measures taken to
implement the
recommendations

since the adoption of

Information provided with responses on the recomaation 10 that refers to th
financial institutions has cascade effect on thé-BR.

e

the first progress
report

(Other) changes
since the first

progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other

relevant initiatives

15j.e. part of Recommendation 12.
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Recommendation 13 (Suspicious transaction reporting
I. Regarding Financial Institutions

Rating: Partially compliant

Recommendation o
the MONEYVAL
Report

fThe AML Law should explicitly provide an obligatimnreport attempted transactions.

Measures reported §
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The Articles 16, 17 and 29 of the AML law shatlesify the obligations of th

subjects regarding the reporting to the Office ases where there is suspicion relg
to money laundering and financing terrorism. Altgbuthere is no explicit legg

obligation for the entities to submit reports fdtemnpted transactions, there are
legal provisions preventing the entities from réimgr such transactions. Indicators |

for recognising suspicious transactions containicatdrs referring to attempte
transactions. If in the due diligence of a spedadifient, the entities identify that th
indicators referring to attempted transactions hiasen fulfilled, than they have th

obligation to report to the Office. The non-subnuasof STR on the basis of fulfille

indicators for recognition of suspicious transatsioepresents misdemeanour whicl

penalised in the AML Law in the part referring tenal provisions.
The Draft-Law shall amend the provisions referrittg submitting of reports fo

suspicions regarding money laundering and finantergorism, and the Article 29

Paragraph 1 shall word as follows:

Article 29
(1) The entities shall be bound to submit to thdic®fthe data collected, th
information and the documents regarding the traiwecarried out, in the followin
cases:
a) when there is suspicion or when there is reddermsis for suspicion that there w
or is money laundering or financing terrorism certhwas or is an attempt for mon
laundering and financing terrorism;
(b) in case of cash transaction in the amount dAGEUR in denar counter-value
more, and
(c) in case of several connected cash transaictitre amount of 15.000 EUR in den
counter-value or more.
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Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Obligation to report attempted transactions isoititiced with the paragraph 1 of t

article 29 of the AML/ CFT Law, as follows:

“(1)The entities shall be bound to submit to thefig@f the data collected, th
information and the documents to the Office infihilbwing cases:

(a) when there is suspicion or there are grofimdsuspicion that money laundering
financing terrorism has been performed or an attdrap been made or is being ma
for money laundering or financing terrorism,

(b) in case of cash transaction in the amountWRE.5,000 in denar counter-value
more,

(c) in case of several connected cash transactiotise amount of EUR 15,000
denar counter-value or more.”
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Recommendation o0
the MONEYVAL
Report

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

STR related to financing of terrorism raises comseof effective implementation. Mg
outreach and guidance to financial institutionsiexcessary to better explain them th
reporting obligations under the AML Law.

Measures reported g

In this period, the Office has taken some speaeifitions in order to assist the entities i

of 21 Septembe

the recognising of the suspicious activities cotewcto financing terrorism an
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2009 to implemen
the Recommendatio
of the report

reporting to the Office. To this end, in Novemb@&08, the Office prepared indicatg
for prevention of financing terrorism which havesheattached to the web page of
Office, hereby informing the entities in order tesit them and facilitate th
recognition of suspicious activities related taafiging terrorism.

In January 2009, separate application by which lists of terrorists and terroris
organisations (UN, EU and OFAC) have been impottedgh special control lists i
the database of the Office has been prepared ptiowsding direct electronic query ¢

the persons in these lists. The lists in the @fficlatabase are permanently updated.

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

During 2008. there was a training for the banksimgi the gquestions related to
(domestic and foreign) legal regulations regardirgyention of money laundering a
financing terrorism.

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

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

employees in the units for preventing money lauimgeand financing terrorism.

The subjects included in the training were theofelhg:

» Indicating the characteristics of the terrorism #mal fight against it in democrat
societies;

» Indicators for recognising financing terrorism, aHipreviously were prepared |
the unit and sent to all banks, as well as the rmpbrtant participants in th
system for prevention of financing terrorism;

o List of terrorist and terrorist organisations thatist be used by the financi
institutions, provided by the Office in xml form éiwhich should be incorporate
in bank systems;

» The necessity of submitting more quality reportd esponses following a reque
of the Office for Prevention of Money Launderingddfinancing Terrorism, and i
this context, of the reports and the responsesviiiiig the request submitted by t
banks to the unit for prevention of financing teison.

The financial institutions from the Office receiwegular useful information g

educational character referring to the financimgotésm which can be used for interrn

trainings.

Similarly, in May 2009, the Office prepared Guidels for non-profit organisation

dedicated to prevention of financing terrorism.

The purpose of these Guidelines is to assist pifynidne non-profit organisations as

sector subjected to financing terrorism and hedmtmot to be used for the purpose

financing terrorism. The Guidelines include thedwing subjects: Sources of fun
and transfer of funds for financing terrorism, tierand discovered international ca

of using non-profit organisations for financing rtgism. These Guidelines a

available for the entities and can be found onibb page of the Office.
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Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

In this period, the Office has taken some speaifitons in order to assist the entitieg
the recognising of the suspicious activities cotewcto financing terrorism an
reporting to the Office.

With financial support by the Embassy of the Kingdof the Netherlands, th
OPMLFT prepared and published 15,000 copies ofttherdbook on Implementatio
of Measures and Actions for Prevention of Money ndering and Financin
Terrorism by the entities on 30 June, 2010 whichevelstributed to all the responsil
entities. This Handbook describes in details gdnerad specific AML/ CFT
obligations for each type of entity, as well as tagms the list of indicators fq

in
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recognition of suspicious transactions, with a vi@aacilitate the obligation of th
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entities for the preparation of a programme on NI/ prevention, the OPMLF]
produced and published an Instructions on Preperafi a Programme for Applicatig
of Measures and Actions for ML/ FT Prevention, vhis an integral part of thi
Rulebook. This Rulebook is also available on thésite of the OPMLFT.
After adoption of the First Progress Report the QFW has conducted 2 trainings f
casino, 5 trainings for real estate agencies, itiitig for notaries, 2 trainings for NG
and others.

O = 1

03

(Other) changes
since the first
progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other

relevant initiatives

Recommendation 13 (Suspicious transaction reporting
Il. Regarding DNFBP'®

Recommendation o0
the MONEYVAL
Report

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

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The AML LAW and the Draft-Law do not divide the éi@s according to the activity
they perform, i.e. do not divide the entities ifitmncial institutions and DNFBP. Th
is why all the entities have equal obligationshia timplementation of the provisions
the Law, i.e. the previous responses on the recoat®n 13 which refers to the
financial institutions having cascade effect onEiNFBP.

Measures taken to
implement the
recommendations

since the adoption of

Information provided with responses on the reconaaéans 3-15 and 21 that refer
the financial institutions have cascade effecttenDNFBP.

the first progress

report

'f]ecomme”dat'on of Some institutions are quite unconcerned about MLiEKs in their field and others
:?(Sport MONEYVAL | jike lawyers, do not accept their obligations. Fat outreach to these sectors

s
needed and more work needs to be done to improeseaass, and overcome apy
unwillingness to apply AML/CFT requirements. Ongaimformation campaigns to th
end may be helpful.

%)

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

Pursuant to the Article 47 of the AMLaw, the authority competent for monitoring the
application of the measures and the activitiegpfevention of money laundering and
financing terrorism by the lawyers is the Monit@ri@ommission.

The Bar Chamber of the Republic of Macedonia eistadétl Monitoring Commissio
conducting monitoring over the measures and theites for prevention of money
laundering and financing terrorism by lawyers.
The Commission has conducted four monitorings awod infringements of the
application of legal obligations have been reparted
The Draft-Law shall strengthen the control ovestbéctor. The Draft-Law envisages
that besides the Commission of the Bar ChamberQffiee shall also be responsible
for monitoring the work of lawyers.

Likewise, the Twining Projects included trainingeluding the lawyers and notarieg
Invited by the Notary Chamber, representatives ftibenOffice regularly participate in

-

16j.e. part of Recommendation 16.
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the trainings organised for the notaries in theuRép of Macedonia.

The implemented initiative and activities had gesitresult regarding the increasing
the number of STR submitted by lawyers to the @ffim the first half of 2009, th
Office has received total of 17 STRs sent by lawayer

of

Measures taken to
implement the
recommendations

since the adoption of

The current AML/CFT Law in the article 34-a prebes the establishment of
Council for Fight against Money Laundering. For first time, in the work of this

Chamber shall be included in the work of this cdlurithis would contribute to thg
more effective cooperation with these bodies ad aglwith the entities which ai
subject of their surveillance (lawyers and not3drighey will be included in the

legislation and system in general and followingrtireplementation.

Article 34a
(1) For the purposes of more detailed organizatiotihe interinstitutional cooperatia
the Office may sign Memorandum and Protocols foofiawation with the compete
state authority bodies.
(2) For the promotion of the interinstitutional gewation and in accordance with t
purposes of this Law, the Government of the RepuifiiMacedonia shall for Coung
for Fight against Money Laundering (hereinafteeredd to as: Council) on a propog
of the Minister for Finance.
(3) The work of the Council from paragraph (2) liktArticle shall be managed by t
director of the Office, and its members are marggind responsible persons from {
Ministry of Interior, Ministry of Justice, Ministrgf Finance, Basic Public Prosecuto
Office for Prosecuting Organized Crime and Cormupti Financial Police Office
Customs Administration, Public Revenue Office, Na#il Bank of the Republic g
Macedonia, Insurance Supervision Agency, AgencySopervision of Fully Funde
Pension Insurance, Postal Agency, as well as repta$ves of the Bar Associatig
and Notary Chamber.

Council it is envisaged that representatives fréva Bar Association and Notar

coordinated activities, in bringing decisions canagy implementation of AML/CFT
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the first progress
report

(Other) changes
since the first
progress report (e.g.
draft laws, draft

regulations or draft
“other enforceable
means” and other
relevant initiatives

S

pecial Recommendation Il (Criminalisation of terraist financing)

Rating: Partially compliant

Recommendation o
the MONEYVAL
Report

f It is recommended to criminalize financing of teiso (preferably as an autonomold
independent offence), covering all the essentigia in SR.II and the requiremen
of the Interpretative Note to SR.II., including fatms of terrorist acts provided for i
the Convention, and all forms of financing of thepetration of such acts as well
that of individual terrorists.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

It must be emphasized that financing terrorism @®reomous criminal offence h
been incriminated in the Law Amending the CrimiGalde (Official Gazette of R
No. 7 from 15. 01. 2008).

Incriminated actions include provision of collectiof sources in any way, directly

offence hijacking of aircraft or ship (Article 3QZkopardizing the safety of the
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indirectly, illegally or consciously, with the imtgon to be applied or with awarengss
that they will be used completely or partially the purposes of committing crimingl
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traffic (Article 303), jeopardizing the constitutial order and safety by terrorig

(Article 313), terroristic organization (Article 8%), terrorism (Article 394-b), crime

against humanity (Article 403-1), international réegism (Article 394-b), taking
hostages (Article 421) and other act of homicides@rious bodily injury committe

d
with the intention to create sense of insecurityfear among citizens for which
v

imprisonment of at least four years is predicteBy the provisions of the Draft La

Amending the Criminal Code which is in governmemaicedure, the incrimination of
financing terrorism has been performed in accordanith the required criteria,
whereupon actions of public call, by expansion ommitting in any other way

available to the public message with the intentmstimulate committing some of tk
actions provided in paragraph 1 Article 394-c wiba call itself creates danger
committing such actions and imprisonment of foureto years is predicted.

The provisions of the Draft Law Amending the CrialirCode provide more seve
imprisonment of at least eight years for the corenitvho will create a group or

gang having for purpose to commit offence from geaph 1 of Article 394-c (Article

394-c paragraph 4).

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The financing terrorism as autonomous criminal méfe was incriminated in the Law

Amending the Criminal Code (Official Gazette of RNb. 7 from 15. 01. 2008
Provisions of the Law Amending the Criminal Codeldjated by the Parliament
Republic of Macedonia on 14.09.2009) makes intagi@rron the article 394-c of th
CC and now the article incriminating terrorism fieang should be read as follows:
“Terrorism Financing
394-c
(1) The person that shall by any means, directiyndgirectly, illegally and consciously
provide or collect funds with the aim of using stfishds or knowing that they are to

used, in full or in part, for the purposes of cottimg a crime hijacking of an aircralfft

or a ship (Article 302), endangering air trafficfetg (Article 303), terrorist

endangering of the of the constitutional systenther security (Article 313), terroris

organization (Article 394-a), terrorism (Article 8®), crimes against humani
(Article 403-a), international terrorism (Articlel @), taking hostages (Article 421) a
another act of murder or severe bodily harm, wiih intention of creating a sense
uncertainty or fear among the citizens, shall beteseced with imprisonment for
period of at least four years.

(2) A person who publicly calls for, by dissemimati or making available to the pub
in any other manner, a message calling for orgasitig the perpetration of some of
actions referred to in paragraph 1, and when tHe its®lf creates a danger fq
realization of such action, shall be sentencedrisonment of four to ten years.
(3) The sentence stipulated in paragraph 2 shadl bé imposed on the person W
conspires with another to commit the crime defiiregaragraph 1, or who invite
another to join an association or group with thention of committing the crim
defined in paragraph 1.

(4) The person who creates a group or gang withirtemtion of the committing th
crime defined in paragraph 1 shall be sentencekd wiprisonment for a period of i
least eight years.

(5) The member of the group or the gang shall imeseed with imprisonment for
period of at least five years.

(6) The member of the group or the gang who skaléal the group, i.e. the ga
before he/she commits a crime as its member atsdrehalf shall be pardoned.

(7) Authorized person, responsible person in a kamk&ther financial institution, 9
person performing activities of public interest,ondiccording to the law is authoriz
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entity for implementation of measures and actigitfer prevention of financing @
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terrorism, and consciously fails to undertake theasures determined by law and tf
enables performance of the action from paragraphsHall be sentenced
imprisonment of at least four years.

(8) The sentence referred to in paragraph 7 shsdl be imposed to an authoriz
person who illegally discloses to a client or otherson data that refer to the proced
for investigation of suspicious transactions ouse of other measures and activities
financing the terrorism.

(9) If the crime defined in paragraphs (7) and{8% been performed by negligen
the perpetrator shall be sentenced with a finenprisonment of up to three years.
(10) If the crime defined in this article is comtad by a legal entity, the said ent
shall be sanctioned with a monetary fine.

(11) The means intended for the preparation, fimghand committing of the crime
defined in paragraphs 1, 2, 3 and 4 shall be ocamtfsl.”
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Recommendation o
the MONEYVAL
Report

f The incrimination of terrorist financing should alty provide for criminal sanction
in respect of both individuals and legal personsaaning:

« the collection of funds with the unlawful intentitvat they are to be used, in full
in part, to carry out a terrorist act, by a terrati organisation or by an individug
terrorist,

« the provision of funds with the unlawful intentibiat they are to be used, in full
in part, to carry out a terrorist act, or by an iivitlual terrorist,

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

shall provide criminal sanctions for individualsvasll as for legal entities.

The Draft CC, which is in Assembly procedure, shafjulate more severe crimin
sanctions especially for officers, responsible gessin a bank or other financi
institution or persons performing actions of publi¢erest, authorized to underta
measures and actions for prevention of financingtism in accordance with law ar
who will consciously omit to undertake the measyes/ided by law, thus enablin
the commission of the offence from Article 394-rgzgaph 1 for which they will b
sentenced to imprisonment of at least four yearstidld 394€ paragraph 7)
Simultaneously, regarding the prevention of finagcierrorism especially by perso
having special responsibilities to work on prevemtiof enabling individuals d
organized groups to perform terroristic acts, thenighment from Article 394-
paragraph 7 will also be used for officer who vilikgally give data referring to th
procedure of examination of suspicious transactiongo the application of othe
measures and actions for financing terrorism tdientcor uninvited person (Articl¢
394-c paragraph 8).

Regarding the subjective part, id the offence fediove mentioned paragraphs (7) &
(8) has been committed as a result of negligenfiagaor imprisonment to three yed
is predicted for the committer (article 394-c paegdn 9).

Following the recommendations for incriminationfiofancing terrorism, Article 394-¢c
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and

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Paragraph 1 of the article 394-c of the CC regaltite following issues:

“(1) The person that shall by any means, directly indirectly, illegally and
consciously, provide or collect funds with the aifrusing such funds or knowing th
they are to be used, in full or in part, for thegmses of committing a crime hijackir
of an aircraft or a ship (Article 302), endangeriaig traffic safety (Article 303)
terrorist endangering of the of the constitutiosgdtem or the security (Article 313

humanity (Article 403-a), international terrorisér{icle 419), taking hostages (Artic
421) and another act of murder or severe bodilynhavith the intention of creating
sense of uncertainty or fear among the citizenal| ble sentenced with imprisonme
for a period of at least four years.”

terrorist organization (Article 394-a), terrorismAr{icle 394-b), crimes agains

g9
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Recommendation o0
the MONEYVAL
Report

f The coverage of “financial means” as provided for Art. 394a(2) CC should b
clarified.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The term “sources” shall be no longer used, finagderrorism is independent offen
and this recommendation has been met.

Measures taken to
implement the
recommendations

since the adoption of

There have been no changes since the First Prdgegest.

the first progress

report

Recommendation of Attempt and the other ancillary offences as reqeesbly criteria I1.1d and 1l.1e shoul

the  MONEYVAL | clearly be covered.

Report

Measures reported § The general provisions of the Criminal Code pravidihat the committer will begin to
of 21 Septembel commit an offence, but it will not finished it, Wwibe sentenced for an attempt {
2009 to implement offence for which imprisonment of five years or masevere punishment could

the Recommendatio
of the report

imposed. Taking into consideration the fact the upon theaimmation of financing
terrorism this requirement will be met, generalvsmns referring to the attem

apply.

Measures taken to
implement the
recommendations

since the adoption of

There have been no changes since the First Prdgegest.

the first progress
report

(Other) changes
since the first
progress report (e.g.
draft laws, draft

regulations or draft
“other enforceable
means” and other
relevant initiatives

Special Recommendation IV (Suspicious transactioreporting)
I. Regarding Financial Institutions

Rating: Partially compliant

Recommendation o0
the MONEYVAL
Report

fThe overlapping reasons to report transactions vaiteuspicion of terrorist financin
could lead to confusion of the reporting entitiesorder to impose clear obligations
the reporting entities, the authorities may wistsitmplify the language of Art. 15 of tf
AML Law.
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Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

Article 17 of AML Law shall regulate the way accorg to which the subjects shou
act when they have established that there are frasssispicion that the transaction
the client are connected to terroristic activitytioat the money or the property subj
to transaction are intended for financing terrorism

In accordance with the provision of this Articlagtsubjects shall not be allowed
perform transaction for which there is a suspicfon financing terrorism withou
informing the Office which initiates the mechanisofi application of temporar
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measures.
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The responsibility for delivering reports to thefied in the three determined cag
shall be introduced in Article 29 of AML Law.

es

Measures taken to
implement the
recommendations

since the adoption of

There have been no changes since the First Prdgegest.

the first progress
report

(Other) changes
since the first
progress report (e.g.
draft laws, draft

regulations or draft
“other enforceable
means” and other
relevant initiatives

Special Recommendation IV (Suspicious transactioreporting)
Il. Regarding DNFBP

Recommendation o0
the MONEYVAL
Report

f“The former Yugoslav Republic of Macedonia” shoulfully implement
Recommendations 13, 15, 21, and and make theseiresapplicable to DNFBP.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The AML Law and the Draft-Law do not make divisiohthe subjects according to tl
activity that they perform, i.e. they do not makeigion of financial institutions an
DNFBP. Of this account all subjects (financial ingions and DNFBP) have equ
obligations to implement the provisions of this Law

ne

Measures taken to
implement the
recommendations

since the adoption of

Information provided with responses on the SR Natthefers to the financid
institutions has cascade effect on the DNFBP.

al

the first progress
report

(Other) changes
since the first
progress report (e.g.
draft laws, draft

regulations or draft
“other enforceable
means” and other
relevant initiatives
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2.3 Other Recommendations

In the last report the following FATF recommendatiovere rated as “partially compliant” (PC) or “non
compliant” (NC) (see also Appendix 1). Please, #pdor each one what measures, if any, have bakert
to improve the situation and implement the suggastfor improvements contained in the evaluatigrore

Recommendation 6 (Politically exposed persons)

Rating: Non compli

ant

Recommendation o

the
Report

MONEYVAL

f The authorities should put in place measures byreafble means that requif
financial institutions:
definition — a PEP;

to obtain senior management approval for estahtight business relation with

PEP;

to conduct higher CDD and on the source of the $untbposited/invested ¢

transferred through the financial institutions thetPEP.

to determine if the client or the potential clieist - according to the FATF

Measures reported g

of 21 Septembe
2009 to implemen
the Recommendatio
of the report

Subjects have an obligation to undertake speciasomes and actions for preventi
money laundering and financing of terrorism towatls clients-politically expose
persons.

In Article 2 item 12 of the AML Law it has been defd that:

"12. Politically exposed persons PEP” shall be ratantities to whom eminent publ
function is or has been entrusted in the RepulflMacedonia or in foreign country fq
at least one year (such as: presidents of courdiiels governments, ministers a
deputy ministers, members of the Parliament, judifethe Supreme Court or of th
Constitutional Court, ambassadors, military offigiaf high rank, officials of high ran

equal to the spouse, children and their spouspartmers and their parents) or pers
for which there are data that are closely connettethem (business partners
founders). “

In accordance with Article 14 paragraph 5 of AMLw.the subjects towards political
exposed persons have an obligation to undertakesuresa and actions within th
frames of intensive client analysis (enhanced dligedce), i.e.:

JArticle 14

(5) When subjects are performing transactions ereatering into business relati
with politically exposed persons — PEP, they should

a) perform analysis in order to determine whetlier tlient is politically expose
person on the basis of the procedures prescribetdeb@ffice in cooperation with th
supervisory organs;

c) to undertake appropriate measures in order termie the source of the fun
included in the transaction or in the businesgicricand

d) perform constant intensive control of the bussnelation.”

The provisions referring to the definition of paélly exposed persons and measy

Macedonia or citizens of other countries, to whamirent public function is or hag
been entrusted in the Republic of Macedonia otlieocountry, (such as: presidents
countries or governments, ambassadors, judges eofStipreme Court or of th

in state-owned enterprises and others) and menddirseir family (spouse, partne

b) provide approval by the managing structures&ablishment of business relation;
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which should be undertaken within the frames ofititensive client analysis shall be
amended by the Draft Law and shall mean:

“Article 2

11. “Politically exposed persons” shall be natwatities, citizens of the Republic pf

Constitutional Court military officials of high m&, officials of high rank in state
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owned enterprises and others) and members of féreity (spouse, partner equal

the spouse, children and their spouses or parraistheir parents) or persons for

which there are data that they are closely condetiethem (business partners
persons who have founded legal entity on the badfalie abovementioned entity),
least 1 year after the termination of the publinction performance or more on t
basis of previously determined procedure for rssegsment.” and

“Article 14

(4) When subjects are performing transactions ereatering into business relati
with politically exposed persons, they should:

a) on the basis of previously determined procedarerisk assessment, determi

whether the client is politically exposed person whether it is not possible should

provide his/her statement;

b) to provide an approval by the managing striestuor establishment of busingss

relation;

c) to undertake appropriate measures in ordeletermine the source of the fun
included in the transaction or in the businesdimiaand

d) perform constant analysis of the business oaidti

Besides the provisions of AML Law which specify tiperformance of intensiv,
analysis of the entities representing politicalipesed persons PEP, item 18 of

Decision of NBRM gives additional directions foetbanks for the way of undertaking

additional measures determined by the Law: estahkst of appropriate system for
time identification of politically exposed persorassessment of the risk delivered
politically exposed persons to the bank; the denidor establishment of busine
relation with the client should be made by the myitg with special rights an
responsibilities, responsible for the functionirfgre appropriate organizational unit

the bank, for which the responsible person for @néen of money laundering in the

bank should be informed as soon as possible. drcdélses when the existing client

end user becomes politically exposed person, thek Iséall made a decision for

extension of the business relation with that clesmd user, made by the appropri

person with special rights and responsibilitiestedaination of the source of the

client’s funds; constant monitoring of the businessperation of these persons.
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Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The AML/ CFT Law has developed a complex of comprefiive measures

implementing “PEPs” obligations.
Article 2 point 11 of the AML/ CFT Law defines thierm “Holders of publig

functions” (meaning of the term “holders of publimctions” is equal with the term

“PEP”) as follows:

“11.Holders of public functions” shall mean natup&rsons citizens of other countri
who are or have been entrusted with public funstionthe Republic of Macedonia
another country, such as:

a) presidents of states and governments, minigtetsleputy or assistant ministers,
b) members of parliament,

¢) elected and appointed public prosecutors angkjsiéh courts,

d) members of state audit institution and membe&seshmward of a central bank,

e) ambassadors,

f) high ranking officers in the armed forces (rahkgher than colonel),

g) other elected and appointed persons pursuahawio and members of managem:
bodies of state owned enterprises and

h) persons with functions in political parties (s of political party bodies).

The term “holders of public functions” shall alsover:

a) close members of the family with whom the holdkthe public function lives i
communion at the same address and
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b) persons who are considered to be close asssiciate

-business partners (any natural persons known ¥e f@nt ownership of the lega

entity, has concluded agreements and has establigher close business links with
“holder of a public function”) and

-persons who have incorporated a legal entity onalbeof the holders of publi
functions.

Persons shall be considered holders of public fonstas referred to in items a) to
for at least one year after the cessation of tHaipdunction, and on the basis of
previously carried out risk assessment by theiesgtit

In accordance with Article 14 paragraph 4 of the ANCFT Law all obliged entities

L)

)

a

towards holders of public functions have an obiggatto undertake measures and

actions within the frames of enhanced due diligenhee

“(4)When the entities perform transactions or eimép a business relationship wi
holders of public functions, they shall be requited

a) based on previously determined procedure fareisluation to determine wheth
the client is holder of public function or if this not possible to provide client
statement.

b) to provide an approval for establishing businetsation with the client, which ha
been issued by entity’'s management structures,edlsas to provide a decision fq

extension of the business relation with the exjstilent who became holder of publi

function, made by entity’'s management structures;

) to undertake appropriate measures in order terméne the source of client's fun
which is holder of public function;

d) to perform intensive monitoring of the busineskation with the client holder g
public function.”.

The NBRM Decision (Part V) requires from banksnpiement separate Procedure
assessing the risk of holders of public functions.

Pursuant to Item 26 of the Decision, the bank tired to undertake addition
measures determined in the AML/ CFT Law, for thilacs of public functions.

The undertaking of additional measures set forthénAML/ CFT Law includes:
establishing adequate system for timely identifaratof the holders of publi
functions;

assessment of the risk level that holder of publnction imposes to the bank;
the decision on establishing business relation withclient should be adoptg
by a person with special rights and responsibilitiesponsible for the operatif
of the respective organizational unit in the bamkinstances when the curre
client becomes holder of a public function, the ladopts decision o
(dis)continuation of the business relation withttltdient, which has to b
adopted by the respective person with specialsightl responsibilities;
determining of the source of funds of the clientconformity with provisiong
regarding the obligation for ongoing monitoring thie business relation ar
transactions undertaken within that relation;

ongoing monitoring of the business cooperation Witse persons.
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(Other) changes
since the first
progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other
relevant initiatives
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Recommendation 7 (Correspondent banking)

Rating: Non compliant

Recommendation o
the MONEYVAL
Report

f“The former Yugoslav Republic of Macedonia” shouiltiplement enforceabl
AML/CFT measures concerning establishment of coosder correspondent bankin
relationships.

Measures reported §
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

In accordance with Article 14 paragraph 3 of AMLw the subjects shall be obliged
undertake measures and actions within the frameteaisive client analysis when tl
establish cross-border correspondent banking oelsttips, including:

“a) to collect enough data for the correspondemnk lrmorder to completely determin
its activity and to determine its reputation anel shipervision’s quality;
b) to demand information on based on them to etaldhe system of protectiq
against money laundering and financing of terroririhe correspondent bank;
c) to provide approval by the managing board faalglishment of new correspondé
relation;
d) to prescribe precisely the mutual rights anligabions and e) to determine wheth
the correspondent bank determines the identitymerbrms constant client analys
as well as to provide conditions for obtaining bé thecessary data from the cli
analysis performed by the correspondent bank. “

The Draft Law intensifies the obligations which tfieancial institutions shoul
undertake upon the establishment of correspongerkitg relations, including:

“(3) When the banks are establishing correspontanking relations with banks fq
which more simple analysis has not been alloweataordance with Article 13 of th
Law, they shall be obliged to:

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

b) to demand information and based on them evathatsystem of protection again
money laundering and financing terrorism of theespondent bank;
c) to provide approval by the managing board féadshment of new corresponde
relation;

d) to prescribe precisely the mutual rights angeasibilities and

e) to determine whether the correspondent banloasf the activities from Article
paragraph 1 item a), b) and c) of entities haviirgatl access to its correspondé
accounts in the banks of the Republic of Macedadnia, way determined by this Lay

identification and verification of the client, oneir demand.”
The Decision of NBRM shall envisage intensive asialyf clients who may expos
the bank at higher risk of money laundering andriing of terrorism, which als
envisages cooperation with correspondent banksnkd8are obliged to undertal
additional measures upon the establishment andigateof the business relation wi
other bank (except for banks for which no intengimalysis is necessary in accorda
with AML Law. Measures shall refer to obtaining gdate information on the basis
which an idea of the other bank’'s functioning wlile obtained, whereupon tk
following data shall be taken into consideratiom: ersons which would use tl
account of the correspondent bank open in bankénRepublic of Macedonia; d
measures and actions for prevention of money laimgiend financing terrorism an

correspondent bank; on the system of control ardgntion of money laundering ar
financing terrorism, as well as the way of audiithim the correspondent ban

data on the way the supervision is being implemente the country of the
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assessment of the adequacy of the intensive asalgsformed by the corresponde
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bank for the clients representing exposure to higiek of prevention of mone
laundering and financing terrorism; assessment lvendhe correspondent bank wor
with shell banks and does not allowed working veitiell banks; the regulations whi
regulate the possibility for exchange of data neagsfor implementation of measur
and actions for prevention of money laundering findncing terrorism. Banks m3
obtain the data necessary for performance of thensive analysis from th
correspondent bank (questionnaires, letters etc.boy use of public means ¢
information (professional newspapers, internej etc.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The current AML/CFT Law in the article 14 paragreplprescribes the measures t
have to be taken by banks when they establish sfgorelent banking relations. Th
article regulates this obligation as follows:

“(3) Where banks establish correspondent bankitetioas with banks for which
simplified due diligence is not permitted pursutmtArticle 13 of this Law, they ar
bound to:

a) gather sufficient information about the respandnk to determine fully the natu
of its business and to determine its reputationthadjuality of supervision;

b) gather information and on the basis thereofsastiee system for protection agai
money laundering and financing terrorism;

c) obtain approval from the management board ftabfishing a new corresponde
banking relation;

d) precisely prescribe the mutual rights and oltiliges, and

e) to ensure that the correspondent bank carriethewctivities referred to in Article
paragraph (1) items a), b) and c) of this Law orsges who have direct access to
correspondent accounts in the banks in the RepablMacedonia, at least within th
scope and the manner stipulated by this Law, ad a&lestablish whether th
correspondent bank is prepared to provide thefdatidentification and verification o
identification of the client, and to deliver themthe bank on its request.”

The new NBRM Decision has the same provisionshaptevious Decision.

(Other) changes
since the first
progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other
relevant initiatives
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Recommendation 8 (New technologies and non face4iee business)

Rating: Partially compliant

Recommendation o
the MONEYVAL
Report

f The current legislation addresses Recommendatitm &8 certain extent but places
wide discretion with the obliged entities; this dedurther regulation and guidelines
make it effective. Financial institutions shouldreguired to have policies in place
prevent the misuse of technological developmemsAML/CFT purposes and t
address specific risks associated with non-fadade transactions.

a
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Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The subjects shall be obliged to undertake measidrggensive analysis in the cas
when the client is not physically present for thergmses of identification ii
accordance with Article 12 paragraph 2 of AML Laexi

“Article 14
(2) When the client is not physically present foe purposes of identification, subje

h

Cts

should undertake one or more of the following measu
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a) to determine the identity of the client by agtaial documents, data or information

b) to verify the provided documents or to demama documents to be confirmed py
other financial institution from the Republic of badonia, from Member-State of the

European Union or from the country where the reiguia provide at least the same

requirements for the undertaking measures for ptewe of money laundering an
financing terrorism, such as the requirements plexviby this Law

c) the first payment should be performed throughdlient's account in a bank in the

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

"Article 14
(2) When the client is not physically present fhe fpurposes 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,

b) additional measures with which they verify theyided documents or to demand

the documents to be confirmed by other financiatkiintion from the Republic o
Macedonia, from Member-State of the European Umioifrom a country where th

regulations provide at least the same requiremémtsundertaking measures for

d

D
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prevention of money laundering and financing tesrar as well as the requirements

provided by this Law and
c) the first payment to be performed through thentls account in the bank in th
Republic of Macedonia.”

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

misuse of the new technologies in the following way
“Article 12-c
(4) The subjects shall be obliged to pay specignéibn to the threats of mone
laundering and financing terrorism in the new texdbgies or the technologies
development and to undertake the measures in twdgrsure that they will not be us
for the purposes of money laundering or financargarism."
As amendment to the provisions of AML Law, the B@m of NBRM provideg
obligation for banks to perform intensive analysif the clients which are ng
physically present upon the conclusion or the dmwekent of the business retati
Clients which are not physically present shall besidered clients by which the bal
has concluded or is realizing the business reldiipinternet, mail, telephone or oth
similar means of communication. The additional suees shall be realized throug
Provision and verification of the additional docurtstion, in accordance with th
Law; organizing meetings with the client; use ofadfiom other institutions having
disposal appropriate information for the clientt lalso appropriate systems f
prevention of money laundering and financing ofdesm, if it is allowed by the
provisions in the country and abroad; use of degdlable through the public means
information (professional newspapers, internej etc.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

In accordance with Article 14 paragraph 2 of the IANCFT Law all obliged entities

towards clients absent for identification purposesre an obligation to underta
measures and actions within the frames of enhatgedliligence, i.e.:

“Where the client is not physically present for ritlBcation 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 confirming the supplied dosus or requiring for th
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documents to be verified by another financial ingiin of the Republic of Macedoni
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an EU Member State or a country where the reguiatiwovide for at least identical

criteria and standards for prevention of money diewimg and financing terrorism
the requirements provided for by this Law and

c¢) ensuring that the first payment is carried dwbtigh an account of the client in
bank in the Republic of Macedonia.”.

As well as, regarding the requirement to have Edin place to prevent the misuse
technological developments for AML/CFT purposedities are obliged to implemer
provisions of the paragraph 4 article 12-c of tiLACFT Law, as follows:
“(4) The entities shall be obligated to focus spkeittention to threats from mong
laundering and financing terrorism arising from thee of new technologies
developing technologies and to prevent them fromgoased for money laundering
financing terrorism.”.

The new NBRM decision, besides the obligation @ banks to make enhanced CI,
for customers that are not being physically presgnthe moment of concluding
performing the business relation (item 21 and 2Bp stipulates that the bank
required to pay special attention to the businekdions and the transactions with {
clients which are carried out by using new techgi@e or developing technologis
(item 25). If the business relation or transactibage no obvious economic or oth
evident legal purpose, the bank is required tordete the purpose and the intenti
of the business relation or the transaction. Ifghe such a case, the employees
directly operate with those clients are requirednform the responsible person, w
prepares a written report on the purpose and tieation of the business relations,
the basis of the information obtained from the eesipe organizational units and oth
bank employees.

(Other) changes
since the first
progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other

relevant initiatives

Recommendation 11 (Unusual transactions)

Rating: Non compliant

Recommendation o

f The authorities should implement Recommendation 11.

S
a

of
nt

2
DI
pr

DD
DI
is
he
RS
er
on
that

the MONEYVAL

Report

Measures reported g For the purposes of compliance with the requireméetermined in recommendation
of 21 Septembe| 11 in the Draft Law shall be regulated the follogvimbligations:

2009 to implemen “Article 12-c

the Recommendatio| (1) The subjects shall be obliged to pay speci@ngibn to the complex, unusually

of the report

large transactions or transactions which will befggened in unusual way, not havin
obvious economical justification or apparent legjgjective.

(5) The subjects shall be obliged to perform anglg&the objective and the purpose
the transactions from paragraphs (1) and (2) of thiticle and to draft writter
statement for the performed analysis.

Besides the amendments of the Law enabling apjgicatf the Recommendation 1
the Decision of NBRM shall specify the obligatiomd the banks upon th
identification of unusual transactions. In acemck with Chapter I1.2.1, the ba

shall be obliged to identify the unusual transardio As unusual transactions shall
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considered all transactions which are unusuallgdahave a character that does

conform to the type of the activities being perfedby the client, and the client does

not give acceptable explanation for the reason wuevhich this transaction i
performed (e.g. amounts which do not conform tortgular way of the operation
the client, large circulation on the account of tfient which does not conform to
size of its balance sheet etc.). The bank shaldldtiged to determine the objective
the purpose of the unusual transactions, for wttiehresponsible person drafts writt
statement, to which the provisions for keeping dafar (Article 27 of the Law an
item 31 of the Decision) and which is availabléhte supervisory organs.

e

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The current AML/CFT Law in the article 12-c preba$ obligations for the oblige
entities in situations when facing with unusual aodhplex transactions. This artig
regulates this obligation as follows:

“Articl?-c
(1) The entities shall be obligated to focus spexttention to complex, unusually larg
transactions or transactions performed in an udus@ag, which have no obviou
economic justifiability or evident legal purpose.
(2) The entities shall be obligated to focus speaftention to the business relatig
and transactions with natural persons or legaltiestfrom countries that have n
implemented or have insufficiently implemented meas for the prevention of mong
laundering and financing terrorism, at least wittlie scope and manner stipulated
this Law.
(3) The Minister of Finance, upon the proposalhef Office, shall determine the list
countries referred to in paragraph (2) of this det
(4) The entities shall be obligated to focus speattention to threats from mone
laundering and financing terrorism arising from thse of new technologies
developing technologies and to prevent them fromgoased for money laundering
financing terrorism.
(5) The entities shall be obligated to perform dlikgence on the entity and th
intention of the transactions referred to in paaghs (1) and (2) of this Article and
prepare a written report on the performed analysis.
The NBRM Decision (Part VI) requires from banksintgplement separate Procedy
for identification of unusual transactions and $tisp for money laundering an
terrorist financing. Unusual transactions are @atiens which are uncommonly larg
the character of which fails to correspond to typetof activities the client perform
while the client gives no acceptable explanationy Wiat transaction has been execy
(for example, amounts that fail to correspond te tHient's regular manner
operating, large turnover on the clients' accoaiiinfy to correspond to the size of
balance sheet, etc.)
The bank is required to determine the purpose d&edintention of the unusu
transactions, about which the responsible persepgpes a written report, on the bg
of the information obtained from the respectiveamigational units and other ban
employees, to which the provisions for data keepéfgr (Article 27 of the AML/ CFT]

Law and item 30 of the Decision) and which is aalalié to the supervisory authorities
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(Other) changes
since the first
progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other
relevant initiatives
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Recommendation 12 (DNFBP — R. 5, 6, 8-11)

Rating: Non compliant

Recommendation o
the MONEYVAL
Report

f“The former Yugoslav Republic of Macedonia” shoultully implement
Recommendations 5, 6, 8, 10 and 11 and make tresssunes applicable to DNFBP.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

AML Law and the Draft Law do not make division dfet subjects according th
activity that they perform, i.e. they do not makeigion of financial institutions an
DNFBP. Of this account all subjects (financial ingtons and DNFBP) have equ
obligations to implement the provisions of this Law

e

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Information provided with responses on the recondaéans 5, 6, 8, 10 and 11 th
refers to the financial institutions have cascdtkceon the DNFBP.

at

Recommendation o
the MONEYVAL
Report

fl1t is recommended to work with the different sexttw improve awareness, al
overcome any unwillingness to apply AML/CFT requieats. Information campaign
to this end are required.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The Office has undertaken large number of actwititrected towards raising tk
subjects' awareness for the dangers of the riskafiey laundering and financirj
terrorism.

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

The publication of the two books "Strategy for Rnetion of Money Laundering an
Financing Terrorism” and “The Office for Preventiai Money Laundering an
Financing Terrorism" largely contributes to theshag of the awareness. The
publications shall be delivered to the subjects, thry could be found on the web pz
of the Office.

In accordance with the provisions of AML Law, thdfi€e in cooperation with thg
supervisory organs and the subjects has prepadéhiors for detection of suspicio
transactions and they are available to the subjeisigh the Office web page.

In accordance with the provisions from Article 3ggraph 2 of AML Law, the Office
shall participate in the vocational training of tiesponsible persons in the subjects.
the invitation of the notary chamber, each yearreggntatives from the Offic
regularly participate in the training of the nogsriof RM.

Measures taken to
implement the
recommendations

since the adoption of

After adoption of the First Progress Report the QPFW has conducted 2 trainings f
casino, 5 trainings for real estate agencies,iditig for notaries, 2 trainings for NG
and others.

A brochure called Handbook for the implementatiérihe AML/CFT measures an
actions by the entities was prepared and issuellime 2010 in 15.000 copies and
was delivered to all categories of obliged entitidhis Handbook explains th
AML/CFT obligations and give examples of there #&milon in practise. It als
contains guidance for preparation of internal AMENCprograms and explanations
the CTR/STR reports, their fulfiling and the imgamt information they have t
contain. It also gives examples of more frequentlLABFT typologies determined b
the OPMLFT.

nd
S

e
g

US

On

the first progress
report

(Other) changes
since the first
progress report (e.g.
draft laws, draft
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regulations or draft
“other enforceable
means” and other
relevant initiatives

Recommendation 15 (Internal controls, compliance athaudit)

Rating: Partially compliant

Recommendation o
the MONEYVAL
Report

f Financial institutions should be required to establinternal policies, procedures ar
controls for CDD and detection of unusual and scispis transactions and th
reporting obligation (the easiest way by amendimy 83 of the AML Law). Th
provisions for providers of fast money transfernk&and savings houses requiring
programme on money laundering prevention should eReended to cover alg
prevention of terrorist financing and be specifignl cover all requirements
Recommendation 15.

Measures reported §
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

Article 40 paragraph 1 of AML Law shall oblige thebjects to have obligation to drg
programs for implementation of measures for préeganbf money laundering an
financing terrorism which will provide:

“(a) centralization of data on client's identityight-holders, authorized persor

(b) appointment of responsible person which wilkégponsible for the implementatic
of the program and the provisions of this Law fdriaet the Office will be informed. |
more than 50 persons are employed in the subjeshail be obliged to form speci
department which will be responsible of the impletaéon of the program and of th
provisions of this Law within the frames of its fitioning for which the Office shall b
informed in written. At least 3 persons shouldebgployed in the department, and {
number of employees in the department should ptigp@aily increase for one persg
of every 200 employees. The department’s functipnéimould be managed by
responsible person;
(c) plan for constant training of responsible passand other employees in the area
prevention of money laundering and financing tesrar
(d) instruments for internal control of the implentegion of measures and actions arj
(e) cooperation with the Office.”
According to AML Law the subjects shall be obligexd prepare programs and
update them and to deliver them to the Office atstieonce a year (otherwis
misdemeanour for their non-delivering shall be pited by Article 49 paragraph
indent 21). The Draft Law shall amend Article 40@kws:
“Article 40
(1) The subjects shall be obliged to draft progrant#aining and providing:
- procedures for acceptance of clients;
- procedure for analysis of clients;
- procedures for risk analysis and indicatorgifgk analysis;
- procedures for risk assessment of politicallyased person;
- procedures for detection of unusual transactamtssuspicion of money
laundering and financing terrorism;
- procedures for keeping of data and documentdaraklivering of reports to the
Office;
- plan for constant training of subject’'s employeethe field of prevention of mone
laundering and financing terrorism which providealization of at least 3 training
during the year;

authorized representatives and authorizers, asas@lata on suspicious transactions;

DN
f
al
e
e
he
DN

h Of

n <

81



- appointment of an authorized person;

- manner of cooperation with the Office and

- procedure and plan for performing internal cordrod audit of the implementatior
of measures and actions.”

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

All entities (providers of fast money transfer, banks and savimmuses) are obliged
implement article 40 of the AML/ CFT Law, as follew

Law, which contain and provide the following:

- procedures for accepting clients;

- procedure for due diligence the client;

- procedures for risk analysis and indicators ik analysis;

- procedures for risk estimation of the holder ablic function;

- procedures for recognizing unusual transactioascubting of money laundering
and financing terrorism;

- procedures for keeping data and documents foratelg reports to the Office;

- plan for continuous training of the employeethi@ entity from the area of preventir
money laundering and financing terrorism that pieviealization of at least two
trainings during the year;

- appointing responsible person;

- manner of cooperation with the Office and

- procedure and plan of performing internal conaiedl audit for implementing the
measures and actions.

(2) The entities shall be bound to submit the preghgprogrammes referred to

paragraph (1) of this Article to the Office withime month at the latest from the en

into force of this Law for insight and opinion.

(3) The entities shall be bound to update the pnognes at least once a year 4

within one month from the updating and revisiotth&t latest to submit them for insig

to the Office.

processing according to the Rulebook on charatiteyisf the software for automat
data processing, adopted by the Minister of Finaoagroposal of the Offick.

Recommendation o
the MONEYVAL
Report

f The AML/CFT compliance officer and other appromiataff should have timely access
customer identification data and other CDD inforioaf transaction records, and oth
relevant information.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

Article 40-1 of the Draft Law shall determine th@yisions regulating the organisati
of the department for prevention of money laundgénd financing terrorism and tk
authorizations of the authorized person in theofelhg manner:
“(5) Due to effective functioning of the authorizedrson, i.e. of the department, t

separation of the activities of the authorized perge. the department, from oth
business activities of the subject, which have lbe¢n related to the activities

of the working with the regulations; precise ddfon of the relation with othe
organisational units in the subject; right to diraccess to electronic data bases an
time access to all information necessary for urrobgtd implementation of th
program and the provisions of this Law; introdustad direct communication line wit
the managing organs of the subject.”

Besides the provisions of the Draft Law, the oretiaecess of the responsible perso
the banks to all necessary information shall aksptovided by: Article 99 of the La

on Banks according to which bank employees shaditbiged to provide an access

82

D

“(1) The entities are obliged to prepare programimas Article 6 indent 4 from this

subject shall be obliged to provide realizationlestst of the following conditions:

prevention of money laundering and financing tésmarand control of the compliang
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(4) The banks shall be obliged to put in use orageg the software for automatic data
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the documentation having at disposal to the perssponsible for performing th
function (compliance function) and to give him/lairnecessary information; Item 3
of the Decisions according to which the respongieleson should have right to on tin
access to all information necessary for impleméntatof his/her tasks an
responsibilities; In accordance with the Decisiontloe Basic Rules and Principles
the Corporative Management in a Bank (chapter t&nil17), the supervisory orga
and organs for management of a bank should be embltg provide access to &
necessary information to the person/service whigtiopms the function - control g
the compliance of the bank functioning with theulagons (compliance function).

[72)
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Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The current AML/CFT Law in the article 40-a parggieb prescribes the necess
conditions that obliged entities should fulfil irder to facilitate the work of th
compliance department and its staff concerning AGHRT issues. Paragraph 5 of tk
article regulates this as follows:

“(5) For efficient working of the responsible pensmr the department, the entity
obliged to provide fulfillment of at least the folling conditions:

-separation of the activities of the responsiblespe, or the department, from oth
business activities of the entity, which are relatéth the activities of preventin
money laundering and financing terrorism and cdrdafdhe compliance between tf
working and the regulations;

-right to direct access to the electronic data $asel on-time access to all informati
needed for continuous implementation of the prognanmand the provisions of th
Law;

-establishing direct communication with the manageimbodies of the entity an
similar.”

There are no regulatory changes in the Law on BéAkicle 99) and in the Decisio
on the Basic Rules and Principles of the Corpo@Geernance in a Bank (chapter |
item 17) regarding the rights and responsibilibéshe responsible person in a bank
have clear access to all necessary information. NB&M Decision follows the
provisions of the AML/ CFT Law (Article 40-a).
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Recommendation of Financial institutions should be required to put johace screening procedures to
tge t MONEYVAL | ensure high standards when hiring employees.

epor
Measures reported g§ For effective realization of this recommendatiomtiée 40-a, paragraph 3 of the Draft
of 21 Septembe| Law shall provide:
2009 to implemeni «3) Employees from paragraph (2) of this Articleoshd meet high professional
the Recommendatio| gtandards regulated by the Minister for Finance.”
of the report In accordance with item 42 of the Decision of NBRibAnks shall also be obliged tto

introduce and to apply procedures for employmennh@iv persons thus providin
acceptance of persons with adequate ethical norms.

In accordance with the legal provisions coming frtime Law on Securities, th
directors and brokers employed in brokerage firassyell as the investment advis(
and executive directors employed in companies fanagement of investment fun
should possess appropriate work permits issuedhby Securities and Exchan
Commission. In accordance with Article 101 of themlon Securities, the candid3
applying for a license for director of the brokezdgm should deliver among oth
things: certificate of high education in the fieldleconomy, finance or business law,
well as to own work permit of the Commission. Ircaalance to Article 112 of th
Law on Securities, in order to obtain permit forrilvef securities each broker my
have a diploma of at least four year secondary a&@ut, as well as to have pass
professional examination for working with secustidhese provisions shall refer
the investment advisors employed in the investriwerds or in the brokerage firma.
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In accordance with the Article 18 of the Law ondstment Funds, the members of
managing board i.e. executive members of the BobRirectors of the Companies f
Management of Investment Funds must have high ¢éidacdus at least two membe
of the managing board i.e. executive members obtiegd of directors must have
least three years working experience obtained tip@mperformance of activities in t
field of finances or business law, as well as manaant with sources, and must h4
good reputation. Additionally, two members of thanaging board i.e. two executi
members of the board of directors of the companyrfanagement of investment fun
must have constant labour relation with company #mely should represent th
company in relations with third entities. Membdrnoanaging board i.e. executi
member of the board of directors of the companyrianagement could not be pers
convicted to imprisonment for criminal offencedie field of banking, finance, labo
relations, property, bribe and corruption; to whonisdemeanour sanction ban

realising profession, activity or duty in the fiagfllaw, banking, accounting, insuranc¢

management of sources and investment, managemeperafion funds or othe
financial services has been imposed while the béduw; did not respect the provisio
of this Law and the regulations adopted on the sba$ithis Law and/or did ng
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implement or does not implement them and/or actedcts contrary to the measures

imposed by the Commission, thus the security oésters in the investment funds w
or is jeopardised; who is member of managing oais employed in other compar
for management; who is member of managing organisoremployed in the
organizational unit of the bank performing the \dtigs of depositary bank; who

official in charge of the state administrative baatybody of the state administratio
who is connected to the persons from items d) araf ¢his paragraph and who do

not have good reputation thus endangering the sesmunl constant functioning of the

company for management. Within the frames of ingi®: organized by the Securiti
and Exchange Commission: for the purposes of wgrkiith securities (brokerag
exam) i.e. for investment advising special moddilage also been included coveri
the legal obligations and competencies of the aighd participants in the capit
market and coming from the AML Law. In the insurarsector, insurance compan
draft intern acts and policies of employment ofspeis. The conditions and criteri
for employment and the description of the workplaese been described

these acts.

as
Yy
N
S
n;
es

S
e
ng
al
es
a
in

Measures taken to
implement the
recommendations

since the adoption of

Financial institutions according to the paragrapdrtgle 40-a of the AML/ CFT Lay
are required to put in place screening procedurensure high standards when hir
employees of department responsible for implemgrttie program and the provisio
of the AML/ CFT Law.

ng
ns

2«;0“1‘|rst PTOGress | paragraph 3 article 40-a of the AML/ CFT Law prézes the follow obligation:
“(3) The employees from paragraph (2) of this Aetishould fulfill high professiong
standards.”

(Other) changes

since the first

progress report (e.g.

draft laws, draft

regulations or draft
“other enforceable
means” and other
relevant initiatives
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Recommendation 16 (DNFBS — R.13-15 & 21)

Rating: Non compliant

Recommendation o0
the MONEYVAL
Report

f

“The former Yugoslav Republic of Macedonia” shoultllly implement
Recommendations 13, 15, 21, and make these meamnasable to DNFBP.

Measures reported §
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

AML Law and the Draft Law do not make division dfet subjects according to tk
activity that they perform, i.e. they do not makeigion of financial institutions an
DNFBP. Of this account all subjects (financial ingions and DNFBP) have equ
obligations to implement the provisions of this Law

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Information provided with responses on the Recontlagons 13, 15 and 21 that refe
to the financial institutions have cascade effecte DNFBP.

Recommendation o
the MONEYVAL
Report

f Some institutions are quite unconcerned about MLBKs in their field and others
like lawyers, do not accept their obligations. Fat outreach to these sectors
needed and more work needs to be done to improaeeaess, and overcome a
unwillingness to apply AML/CFT requirements. Ongoinformation campaigns t
this end may be helpful.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The Office has directed some of its activities tmigaraising of lawyers' and notarig
awareness for the threats of money laundering iaadding of terrorism.
Representatives from the Office participated inintrys organized by the Nota
Chamber and Bar Association.

Within the frames of the twinning project threeirinags for each of the lawyers ar
notaries have been realised for application of nomess for prevention of mone
laundering and financing of terrorism.
The book Strategy for Prevention of Money Laundgi@md Financing Terrorism wa
delivered to these subjects. For the purposes afe nsimple implementation ¢
measures for identification and detection of suepki transactions, the Office h
prepared and delivered to the Chambers a listdi€ators for detection of suspicio
transactions.

The Commission has conducted 4 controls of lawyers.

The number of STR delivered to the Office has iaseel (by the beginning of 2009
STR have been delivered).

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Considering the need to improve awareness aboutMlisks, the OPMLFT ha
continued to take activities related to lawyers andtaries for enhancin
implementation the AML/ CTF Law.

Regarding the trainings, representatives from tHMOFT participated at annui
trainings organized (in 2009, 2010 and 2011) byNa¢ary Chamber, as well as t

envisaged for October/ November 2011.

The Handbook for implementation actions and meastwe prevention of mone
laundering and financing terrorism by entities wadue time delivered to lawyers a
notaries, as well.

For the purposes of more efficient identificatiomdadetection of suspicioy
transactions, the OPMLFT has prepared and updetedflindicators for detection g
suspicious transactions for lawyers and notariésts Lof indicators for detection ¢

OPMLFT in cooperation with TAIEX Office is prepagna training for lawyers
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suspicious transactions for lawyers and notariese vekelivered to the Chamber
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lawyers and to the Chamber of notaries and alsiteél@ on the official web site of th
Office.

According to the OPMLFT’s Annual plan for superaisj lawyers and notaries 4
subject of supervision for the period from Septemigeto December 2011.

The number of STR submitted to the OPMLFT hmseased, notaries have submit

STRin 2009, 1 STR in 2010 and 3 STR in 2011.

10 STR in 2009, 9 STR in 2010 and 15 STR in 20 lawyers have submitted 2

re

0

(Other) changes
since the first
progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other
relevant initiatives

Recommendation 17 (Sanctions)

Rating: Non compli

ant

Recommendation o
the MONEYVAL
Report

f The sanctioning system of the AML Law is ineffeativd should be amended.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

Articles 49, 50, 51 and 52 of AML Law shall reg@ldhe misdemeanour sanctions
violation of the provisions of AML Law. These pisns shall provide that a fine
ban on performing a duty may be imposed for violabf the provisions.

In accordance with AML Law the following activitiégve been realized: in the peri
of 30.10.2008 (since the adoption of the Rulebook Rrocedure for Inspectig
Supervision (Official Gazette of RM 137/08) to 1yji2009, the Office has realize

savings banks — 1, insurance companies — 2, casiribs Within the frames of th
above mentioned supervisions 22 notices have heensed, 4 settlements in tof
amount of 5. 050. 030 MKD have been performed, Pliegtions for initiating
misdemeanour procedure have been submitted, aradhbesupervisions are ongoin
In accordance with the amendments of the Law omui8iss in 2008, the Securitie
and Exchange Commission is misdemeanour organ aittinwits frames
misdemeanour commission functions, which may imgoss in amount up to 5. 00
euros in denar counter-value in accordance with.éflve A mediation commission hé
also been formed with the amendments of the LaBexurities. SEC has not impos
measure for violation of articles of AML Law.
In the first half of 2009, the Ministry of Finance Department for Insurang
Supervision has performed complete field superusim two companies. Upon tk
control performance the supervisors gave recomntemda for improvement o
already implemented systems for ML/ FT preventiomhe supervisors have n
established yet suspicious actions and activitigshe insurance companies have s
information. In accordance with Article 206 of thaw on Insurance Supervisiq
(Official Gazette of RM No. 27/2002, 84/2002, 98§20 33/2004,79/2007 and 88/0¢
auditor or other qualified person (this may be perfsom Office) may be authorized
perform certain parts of the supervision. In adaoce with Articles 207, 208, 2(
these authorized persons have the same authornigattosupervisors from the Minis
of Finance (Agency for Insurance Supervision) fbe tpart for which they ar
authorized to perform supervision. The Minister fFinance (the Agency) will brin
an order for elimination of improprieties if updmetperformance of the supervisio
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will be established that the insurance company dussrespect the provisions fi
management with risk and the other provisions efltaw on Insurance Supervision
other laws regulating the functioning of subjectstbe insurance market (eg. AM
Law, Law on Obligations, Company Law). It hasm@aned upon the amendme
of the Law on Insurance Supervision provisions écaldded referring to the measu
for ML/ FT prevention i.e. to state that the inswra company is obliged to act
accordance with the regulations for ML/ FT preventiand due to not acting
accordance with these regulations a Decision oro$mpf Measures may be adopte
The Agency for Supervision of Fully Funded Pensiosurance (MAPAS) has ng
imposed measure for violation of articles of AMLw.doecause the first approval f
management of voluntary pension fund was giveheend of May 2009, and the fir
payments are expected in July 2009.

In June 2009 Public Revenue Office performed supierv of the application of

measures and actions determined by AML Law andbbshed that there i
misdemeanour in three casinos in accordance witicl&r49, paragraph 1, indent 2
i.e. they do not have prepared programs for pratecigainst money laundering a
financing terrorism. A procedure for settlement bagn proposed for the establisk
misdemeanour in accordance with Article 53 of fiidL Law.

In 2007, NBRM conducted control of measures and@astfor prevention of mone
laundering and financing terrorism in 5 banks, @rggs banks, 332 exchange offic

and 13 providers of services of swift money transiie 2008 it has conducted 2

control in banks (19 complete and 2 partial cos)tal4 savings banks, 223 exchat
offices and 16 providers of services of swift monegnsfer and in the perig
01.01.2009-30.06.2009 it conducted control in 9kkar63 savings banks and
provider of services of swift money transfer. Oa Hasis of the established situation
the conducted controls it imposed 1 correctionahsnee for a bank in 2007 and
correctional measures for a bank in 2008. NBRMateéd 1 misdemeanour procedy
against banks in 2007, 1 settlement procedure @8 20d 4 settlement procedures
2009. NBRM initiated 1 settlement procedure agasasings banks in 2008. NBR
initiated 8 misdemeanour procedure against exchanffiges in 2007, 4 settleme
procedure and initiated 1 misdemeanour procedu2808.

The Draft Law intensifies the penal policy for \atibn of the provisions of AML Law.

The amount of fines is increasing and they areddiiin three categories of fines f
legal entities depending on the severity of theermde and the damage that may
caused: fine in amount of 80.000-100.000 Euro fim amount of 30.000-50.00
Euros and 4.000-20.000 Euros and for the respanpiiison in the legahéty fine of
5.000-10.000 Euros, 2.000-5.000 Euros and 1.20062.id denar counteralue.
Besides fines, it has been provided a ban on detfopnance to be imposed

offender who is legal or natural entity. The amoohfines has been in complian
with the Law on Misdemeanours.
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Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The current AML/CFT Law in the Articles 49, 50, 80-51 and 52 of AML Law
regulates the misdemeanour sanctions for violatibthe provisions of AML/ CFT|
Law. A fine or a ban on performing a duty may bmposed for violation of the AML
CFT Law provisions. Fines are divided in threeegaties depending of the severity
the offence, the damage that may be caused andndimioiines as follow:
« for legal entities:
- fine in amount of 80.000-100.000 Euros and baperforming a duty form 2
to 5 years, for the responsible person in the legtty fine of 5.000-10.000
Euros and ban on performing a duty from 1 to 2 gear
- fine in amount of 30.000-40.000 Euros and fer rssponsible person in the

of

legal entity fine of 2.000-5.000 Euros and
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- fine in 4.000-20.000 Euros and and for the rasfiide person in the legal
entity fine of 1.200-2.000 Euros.
« for natural persons fine in amount of 2.500-5.008ds
In accordance with AML/ CFT Law the OPMLFT has cockd the following
inspection supervision:
* In 2009: Banks — 6, exchange offices — 22, inswgamnpanies — 2, brokerage
companies -2, casinos — 2, saving houses - 1 ahéstate agencies 5;
* In 2010: Banks- 3, exchange offices — 14, insurdmokerage companies — (1,
casinos — 1, fast money transfer- 2, real estatac@gs 6 and NGO 27
* In 2011: Banks- 2 and NGO 1.
Findings from the conducted inspection supervistbe OPMLFT imposed 26
corrective measures (for 1 bank, 22 exchange offeoed 2 brokerage companies,)| in
2009, 38 corrective measures (for 1 bank, 4 exaharfifces, -1 insurance brokerage
company, 1 casino, 5 real estate agencies and@2)Nn 2010 and 1 corrective
measures (for 1 NGO) in 2011. The OPMLFT initiated settlement procedures
(against 2 banks, 2 insurance companies, 2 caslnbsmpkerage company and 3 real
estate agencies) in 2009 and 1 settlement procddgeénst 1 bank,). The OPMLRT
initiated 5 misdemeanour procedures in front ofdbmpetent court (against 1 bank, 1
saving houses, 1 insurance companies, 1 brokemagpany and 1 real estate agency)
in 2009.
In 2009 NBRM conducted examination of measures actibns for prevention of
money laundering and financing terrorism as follod8 examinations in banks, 10
examinations in savings banks, 146 examinationseXxohange offices and 34
examinations in fast money transfer services. [h028BRM conducted examinations
as follows: 17 examinations in banks, 9 examinatidn savings banks, 244
examinations in exchange offices and 1 examinatidast money transfer service. |n
the first half of 2011 NBRM conducted examinati@ssfollows: 11 examinations in
banks and 58 examinations in exchange offices. ifgsd from the conducted
examinations imposed corrective measures for &ban2009, corrective measurges
for 3 banks in 2010 and corrective measures foaks in the first half of 2011.
NBRM initiated 10 settlement procedures againstkbaim 2009 and 3 settlement
procedures in 2010. NBRM initiated 2 settlememicpdures against savings banks in
2009. NBRM also initiated 6 settlement proceduned & misdemeanour procedure
against exchange offices in 2009 and 10 settlemmtedures and 5 misdemeanour
procedures in 2010.
MAPAS in 2010 conducted control of measures antagtfor prevention of money
laundering and financing terrorism in all (two) pem companies in Republic of
Macedonia and determine that the pension companéeis compliance with the AMLY/
CFT obligations. Also the pension companies havelémented AML/ CFT internal
procedures and they are developing suspicious dctings indicators softwarne
solutions.
The SEC is including AML/CFT issues in its regukarmpervision of the authorized
market participants. The law does allow the CE@&sae sanctions prescribed in article
194 in the law or also it can also start a misderaearoceeding in accordance to the
law. In 2010 the SEC has conducted 26 regular ebnin which the authorized
personnel has also included AML/CFT issues, whil¢he first half of 2011 the SEC
has conducted 9 regular controls. So far the Cosiarishas not imposed measure [for
violation of articles of AML/CFT issues.
In 2010, PRO according to the yearly plan for auditcording to the AML/CFT Law
performed total 12 audits (10 real estate ageraiels2 casinos). The audits in 5 real
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estate agencies were performed as joint audits tWeHOPMLFT. Irregularities werge
ascertained in 5 real estate agencies (the agenliiesnot have prepared amd
implemented AML/ CFT internal programmes) and pchoe according to Article 53-
a of the AML/ CFT Law was implemented.
In 2011, ISA according to the AML/CFT Law perform&8daudits over the obliged
entities.
Recommendation of The pecuniary sanctions of the AML Law for legaditis should be dissuasive and
the  MONEYVAL | proportionate.
Report
Measures reported & Articles 49, 50, 51 and 52 of AML Law shall regelahe misdemeanour sanctions for
of 21  Septembe| yiolation of the provisions of AML Law. These prsions shall provide that a fine pr
2009 to implement 54 on performing a duty may be imposed for viokatf the provisions.
the Recommendatio . oo . " ..
of the report The Draft Law |n_tenS|_f|e_s the p(_anal policy for \aubr_1 9f the prowsmns_of AMIT Law.
The amount of fines is increasing and they aredéiiin three categories of fines for
legal entities depending on the severity of theerdé and the damage that may| be
caused: fine in amount of 80.000-100.000 Euross fim amount of 30.000-50.000
Euros and 4.000-20.000 Euros and for the respanpiaison in the legal entity fine pf
5.000-10.000 Euros, 2.000-5.000 Euros and 1.20002rddenar counter-value.
Besides fines, it has been provided that a banuby mkerformance may be imposed|to
offender who is legal or natural entity. The amoahfines has been in compliance
with the Law on Misdemeanours.
Measures taken to| Articles 49 (paragraph 1 and 2), 50 (paragrapmil)50-a (paragraph 1) of AML/ CHT
implement ~ the | | aw prescribe dissuasive and proportionate misdemeasanctions for violation gf
recommendations | rgyisions of the AML/ CFT Law.
since the adoption of . . S . .
the first progress The pecuniary sanctions of the AML/ CFT Law areidiyd in three categories of fings
report for legal entities depending on the severity of dffence and the damage that may| be
caused:
- fine in amount of 80.000-100.000 Euros and miseimour sanction for prohibition
on conducting certain activity from two to five greescribed in article 49 (paragraph
1 and 2) of AML/ CFT Law,
- fine in amount of 30.000-40.000 Euros is prestilin article 50 (paragraph 1) of
AML/ CFT Law and
- fine in amount of 5.000-10.000 Euros is presatibe article 50-a (paragraph 1) pf
AML/ CFT Law.
Recommendation of The AML Law does not allow to withdraw or to suspen financial institution’s
the  MONEYVAL | |icence for not observing requirements of the AMiwL From the sectoral laws, the
Report Banking Law, the Law on Securities and the (amentad on Fast Money transfer
allow to revoke a licence in case of infringemeetated to AML obligations but not
when it comes to obligations related to CFT. THepsectoral laws do not provide for
withdrawing or suspending a financial institutiofeence for not observing AML/CHT
obligations. The authorities should introduce légfion allowing the respective
supervisors to withdraw or suspend a licence of gpg of financial institution in the
case of not observing AML/CFT requirements.
Measures reported § A possibility for withdrawing of the permit for edilishment and working in case [of
of 21 Septembe| violation of the legal provisions for prevention mbney laundering and financing pf
2009 to implement terrorism has been provided in the following seaittaws: Article 154 of the Law oh
the Recommendatio| ganks (for establishment and working of banks andngs banks), Article 33-a of the
T e Law on Swift Money Transfer (for establishment amdrking of the providers of
services of swift money transfer), Article 36-a the Law on Foreign Exchange
Operation (for establishment and working of excleandfices). It is planned Draft
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Law on Games of Chance to envisage provisions a#ggl this issues.

amendments of the Law on Insurance Supervision eo iritiated whereupo
amendments regarding the obligations of AML Lawlvkie provided, as well
provision of penal provisions for the subjects assponsible persons for not meet
the obligations for prevention of money launderdmgl financing terrorism.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

According to Article 180-a of the Securities LawOfficial Gazette of Republic g
Macedonia” No. 95/2005, 25/2007, 07/2008 and 57204n authorized participant ¢

Because of non-compliance in accordance with AMLFTCregulations, by a
authorized participant on the securities marke¢, 8EC could issue a decision
imposed an appropriate measures, including aidaais revocation of the license.

Regarding the new amendments to the Insurance 8siperLaw (“Official Gazette of
Republic of Macedonia” No. 27/2002, 84/2002, 982,083/2004, 88/2005, 79/200
08/2008, 88/2008, 56/2009, 67/2010 and 44/2011y, arthorized participant in th
insurance market must act in accordance with thelations for prevention of mone
laundering and terrorism financing and must takgregriate measures and activiti
prescribed by the Insurance Supervisory Agency lwvlEice aimed in detecting af
preventing any money laundering and terrorism fiivag activities. This amendmen
provide possibility for revocation of the workingnmission if the provisions of th
AML/ CFT Law are not respected for additional resgibility of the supervisory boar
of insurance companies in terms of how to monited @ontrol the application @
measures and actions to prevent money launderihg¢earorism financing.

Recommendation o0
the MONEYVAL
Report

f The AML Law is silent how the sanctions as provifitecdby the AML Law should b
imposed, particularly by which body, following wiiales of procedure. It should
made clear, preferably in the AML Law itself, whibledies are competent fq
initialising and imposing administrative sanctiowsich are provided for in the AM
Law.

Measures reported §
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

In Article 46 of AML Law the organs performing supssion of the application o
measures and actions in the area of prevention arfesn laundering and financirj
terrorism have been stated.

by:

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

- Agency for Insurance Supervision in insurance ganfes, insurance brokera
companies, companies for representation in insetaninsurance broker
representatives in the insurance and National &msag Bureau;

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

management of investment funds and
— Public Revenue Office in other financial insiitais, trading companies organisi

In cooperation with the above mentioned organ:dependently, the Office perforn
supervision of the application of measures andastdetermined by AML Law in th
subjects in the basis of the "Rulebook on the Rhaee for Inspection Supervisior
(Official gazette of RM No. 137/08) regulated by tkinister of Finance.
Besides legal provisions, the authorized bodies derforming supervision hay
prepared procedures for performance of @asjpn supervision in mutual cooperatid

By the help of procedures for performance of sug@n, the performance ¢

9C

f

the securities market is obliged to act in accotdawith AML/ CFT regulations |

f

According to AML Law, besides the Office, superarsiof the subjects is performe

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

lotteries and other legal and natural entitiesgdéid of these measures and actions.

It has been
planned upon the establishment of the Agency feurdance Supervision appropriate
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supervision is being unified and coordinated. Theseedures should be component

of memorandums of cooperation signed by the irgiits on bilateral level.
Regarding the international coordination, theseansghave already approached

implementation of mutual controls and mutual infation on each performed control
and on the results. Regarding the misdemeanouthi®fLaw, the organs and the
institutions from Article 46 and commission fromtisle 47 of this Law shall be
obliged to offer settlement procedure to the offentlefore the submission of an
application for misdemeanour procedure. The coemtetourt shall decide on

misdemeanours regulated by this Law in a procedhgelated by law.

to

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Articles 46 and 47 of the AML/ CFT Law define autiies competent to condu
supervision over the implementation of the AML/ CEaw as follows:

“Article 46
(1) The supervision of the application of measuned actions laid down in this Lal
shall be performed by:

- the National Bank of the Republic of Macedoniaemwbanks, savings houses,

exchange offices and providers of fast money teansf

Ct

W

- the Insurance Supervision Agency over insurar@epanies, insurance brokerage

companies, companies for representation in inseramesurance brokers and

insurance agents;
- the Macedonian Securitied Exchange Commission over the brokerage congg
persons providers of investment advisors serviogscampanies for management
investment funds;
- the Agency for Supervision of Fully Funded Penslesurance over the compan
managing with voluntary pension funds;

of

- the Public Revenue Office over trade companigarmising games of chance (casino),

as well as other legal and natural persons perfagrttie following services: trade

with real estate, audit and accounting servicegyigion of services in the area

taxes or provision of consulting services, legditiess obtaining movables and real

estate in pledge and citizens associations andifdioms and
- the Postal Agency over the post office and legatities performing telegraph
transmissions or delivery of valuable packages.

Article 47
(1) Bar chambers and notary chambers, within tleimpetences shall establi
commissions for performing supervision of the aggiion of the provisions of thi
Law by their members.
(2) The members of the commissions referred toairagraph (1) of this Article sha
be appointed for a term of four years without tlgdtrto re-election.
(3) The chambers shall notify the Office of the @ppments and structure of th
commissions.”
The OPMLFT performs the supervision in accordandéh vthe regulation fol
inspection supervision, if not otherwise stipulabgdhe AML/ CFT law. Articles 46-a
46-b, 46-c, 46-d, 46-e and 46-f precise the foltows

“Article 46-a
(1) The supervision performed by the Office may l&sworking days at the latest wi
the possibility to be extended, but not longer tB@mworking days.
(2) The Minister of Finance shall prescribe thenfoand contents of the order fi
performing supervision by the Office.
(3) The Director of the Office shall adopt annualogramme for performing
supervision by 31 December of the current yeanatatest for the following year.
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Article 46-b
The supervision which the Office conducts indepetigeis performed by the

inspectors, employees in the Office meeting theegirconditions determined by the
Law on Civil Servants and the conditions laid dawithe act for systematisation of the

workplaces in the Office.
Article 46-c

(1) Upon the performance of the supervision coratlidiy the Office, the inspector

shall have the responsibility to:

act in accordance with the order for performingesuision;

undertake preparatory activities for performingesuigion;

inform the responsible and authorised person of éhity on the beginning of the
performance of the supervision, as well as thel lbgais, objective and scope of th
supervision, except in case of urgent and contiméivision;

legitimate himself/herself in front of the entitye. the authorised person of the entity;
keep the data secret;

act in accordance with law, duly and in accordanith the Ethic Code of the Civi
Servants and the Ethic Code of the Office;

compose records on the performed supervision;

bring a conclusion;

reach a decision in accordance with Article 48taisf Law;

suggest settlement procedure and

submit request for initiating misdemeanour prooedur

(2) Besides the obligations from paragraph (1) hié tArticle, and for the performed
supervision the inspector shall be bound to orgethiz prepared inspector's documentation
a file according to the following schedule:

- documents collected in the supervision prepamatio

- request from the units of the Office, anotheryodinstitution if the supervision has

been performed on their request;
- supervision order;
- records on performed supervision;
- conclusion;
- decision;
- settlement proposal,
- records on performed settlement;
- pay order;
- request for initiation of misdemeanour procedamd
- effective and enforcement decisions of a couwtedure.

Article 46-d
(1) Upon the performance of the supervision comdlibly the Office the inspector shall |b
authorised to:

e

in

- check general and separate acts, files, docuperndence and information in the scope
according to the subject of supervision, as weltcaslemand necessary copies and

documents to be prepared.
- demand from the entity to provide him/her officenditions for work in the
business premises of the entity and person that lvél present during th

[4)

supervision due to duly provision of documentatéord information related to the

subject of supervision;
- enter and perform examination of the businessjses of the subject;

- examine the identification documents of persangte purposes of affirmation of their

identity in accordance with law;
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- demand from the entity or its employees writteroi@al explanation related to th
issues from the scope of the supervision;

- demand professional opinion when it is necedsairthe supervision, control the activiti
of the entity;

- make a list of found documents in the businestitfeand provide other necessary eviden

The identity of the copy with the original of thédef, documents, evidence al

information from paragraph (1) of this Article shbhé confirmed by the entity wit

his own seal and the signature of the authorisesbpe

The inspector shall be authorised to initiate eetint procedure and misdemean

procedure in accordance with law.

Article 46-e

(1) During the supervision carried out by the @ffiand for the purposes of elimination of

determined irregularities the inspector has tha agd obligation towards the entity:

- to show him the determined irregularities;

- to show him the determined irregularities andetermine a term for their elimination a
to deliver him an invitation for conducting of edtion in accordance with Article 48-a
this Law;

- to propose him a settlement procedure and

e
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- to deliver him an application for initiating mé&meanour procedure or to initiate another

appropriate procedure.

Article 46-f
Special commission consisted of three members afgubby the Minister of Finang
shall decide on the appeal against the decisiadheoOffice inspector, whereupon t
president of the commission shall be appointed filoenmanaging civil servants in ti

Office which have not been included in the perfanoof the inspection supervision.

e
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According to the article 54 of the AML/CFT Lawsompetent court decides of the
AML/ CFT Law misdemeanours.
(Other) changes
since the first
progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other
relevant initiatives
Recommendation 18 (Shell banks)
Rating: Partially compliant
Recommendation of Financial institutions should be prohibited from temng into or continuing
'If:e t MONEYVAL | correspondent banking relationship with shell banks
epor
Measures reported & Pyrsuant to the AML Law, i.e. the
of 21_ September 200 “Article 25
téjecémgnmdeargon thg (1) The financial institutions shall be prohibitementer into or continue a busingss
the report relation with shell banks or to start or continuecarespondent business relation with
a bank known to allow opening and working with sbahks accounts,
(2)The performance of financial activities by sHadinks in any manner is prohibited
in the Republic of Macedonia.”
The term “shell banks" shall be defined in theidet 2, Item 14 of the AML Law
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i.e.:

“14.”Shell bank” shall mean a financial institutieovhich has no business premis
employees or management bodies in the state wheas been registered, and wh
is not a member of a financial group or an orgdinaaestablished pursuant to t
legal regulations.”

The Article 25 of the AML Law shall prohibit estéiing and continuing of busine
relation with shell banks and establishing and iooimg of business relation wit
banks allowing opening and working with accountshell banks.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

There have been no additional measures takensdrrélgard since the first progre
report.

Recommendation o
the MONEYVAL
Report

f There should be an obligation placed on financradtitutions to satisfy themselv

that a respondent financial institution in a foreigountry is not permitting it
accounts to be used by shell banks.

Measures reported ¢
of 21 September 200
to implement the
Recommendation o
the report

Pursuant to the Article 25 of the AML Law, the fircdal institutions shall bg
prohibited to enter into or continue a businesati@h with shell banks or to start
continue a correspondent business relation withrk iknown to allow opening an
working with shell banks accounts.
Besides the interdictions listed in the Law, the RIB Decision request from th
banks to determine whether the correspondent bankiss or prohibits cooperatio
with shell banks, thus additionally influencing thanks and preventing them frg
indirect incorporation in the cooperation with $henks. The banks can obtain {
necessary information from the correspondent bapiegtionnaires, letters etc.),
well as trough using of public informing means (pssional newspapers, intern
etc.).

Measures taken to
implement the
recommendations

since the adoption of

Article 25 (paragraph 1) of the AML/ CFT Law prohgbfinancial institutions to sta
or continue a correspondent business relation wittank known to allow openin
and working with shell banks, beside this provisimmnew legal provisions have be
imposed since the adoption of the first progreponte As well as, the new NBRN
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:zgortﬁrSt PTOGreSS | pecision has the same provisions, as the previaassion.
(Other) changes
since the first

progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other

relevant initiatives

Recommendation 21 (Special attention for higher-ris countries)

Rating: Non compliant

Recommendation o
the MONEYVAL
Report

f The authorities should implement Recommendation 21.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio

For the purpose of harmonizing with the requiremesdt in the recommendation
the Draft-Law envisages the following obligations:
“Article 12-c

(2) The entities shall be obliged to pay attentionthe business relations a

A
4

1,
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of the report

transactions with natural and legal persons fromntriies that do not implement
inadequately implement the measures for preventbnmoney laundering an
financing terrorism, at least at the extend anah@mner stipulated in this Law.

(3) The Minister of Finance shall determine th¢ ¢éifthe countries referred to in the
Paragraph (2) of this Article.
(5) The entities shall be bound to carry out arnyaiof the purpose and the intended
nature of the transactions referred to in the Rapts (1) and (2) of this Article and to
prepare written report on the carried out analysis.
Besides the provisions of the Law, the NBRM Decisatnall consider that the clients
originating from countries not implementing or iegdately implement the FAT
recommendations as clients posing higher risk ohegolaundering and financing
terrorism, due to which should be subject of enkdranalysis carried out by the banks
from the Republic of Macedonia. The bank shall bera to determine the purpose
and the intended nature of the business relati@hi@nresponsible person shall
bound to prepare written report. The provisionsarding the keeping of records from
the Article 27 of the Law and the Item 31 of thecB®n refer to this report. The
employees in the bank who work directly with cleworiginating from these countrig¢s
shall be bound to inform the person responsiblgferention of money laundering on
each individual transaction with these clients.nfrrthe aspect of the countermeasyres
taken towards the countries that do not apply @déguately apply the FAT
recommendations, one should have in consideratierptovisions of the Articles 18
and 59 of the Law on Banks according to which tlewéBnor refuses the request for
taking up and pursuit of the business of bank eraftmuiring shares in a bank, if the
data and information point to the fact that thesparhaving intention to take up a bank
and to acquire share in a bank or the personsecetat him/her represent high risk
endangering the stability, the safety and the edmnt of the bank, as well as ther
founded reason to doubt the legality of the origfithe money, the reputation and
real identity of the person and the persons relaldé® assessment regarding the
meeting of these criteria shall be defined in theciBion on Issuing of Licenses to
Bank and the Decision on Issuing Approvals. Théntglof the decision on issuing|a
license for taking up and pursuing the businessludnk, i.e. the approval for acquiring
shares in a banks shall include analysis of thelatigns and the practices in the
country where the person having the intention ke tap a bank, i.e. to acquire shares
in a bank originates from, as well as the levehafmonisation of the those regulatigns
with the international standards for preventionnoéney laundering and financing
terrorism. In a case when the analysis shall ptmnan existence of high risk, the
Governor shall refuse the request, i.e. the regqdeltense/approval shall not be
issued. This analysis shall be carried out in #Ees of establishing branch office|or
subsidiary of a foreign bank in the country.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The current AML/CFT Law in its article 12-c paragha2, 3 and 5 regulates this isque
as follows:

“(2) The entities shall be obligated to focus spkattention to the business relatigns
and transactions with natural persons or legaltiestfrom countries that have not
implemented or have insufficiently implemented nueas for the prevention of money
laundering and financing terrorism, at least witthie scope and manner stipulated in
this Law.

(3) The Minister of Finance, upon the proposalhef Office, shall determine the list
of countries referred to in paragraph (2) of thitide.

(5) The entities shall be obligated to perform dil@ence on the entity and the
intention of the transactions referred to in paagbs (1) and (2) of this Article and to
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prepare a written report on the performed analysis.

The list from paragraph 3 was prepared by the OPMafd after it was signed by tf
Minister of Finance it was published in the Offldazette no.2/2011 form"SJanuary|
2011.

Besides the provisions of the AML/ CFT Law, the NBM®ecision stipulates that th
clients coming from countries that fail to, or iffsziently, apply measures for ML/ FT]
at least in a volume defined by the Law, are clieppsing higher risk of mone
laundering and financing terrorism and should Hgestt of enhanced analysis carri
out by the banks from the Republic of Macedonia Bhnk is obliged to determine t
purpose and the intended nature of the busineasarland its responsible person
obliged to prepare written report. The provisioagarding the keeping of records frg
the Article 27 of the AML/ CFT Law and the Item 8® the Decision refer to thi
report.

The employees in the bank who work directly witlerts originating from thes
countries are obliged to inform the person resgd@dior ML/ FT prevention eac
individual transaction with these clients. One ddobave in consideration th
provisions of the Articles 18 and 59 of the Law Banks according to which th
Governor refuses the request for taking up anduituo$ the business of bank or f
acquiring shares in a bank, if there is foundedordo doubt the legality of the orig
of the money, the reputation and the real idemtitthe person and the persons rela
The assessment regarding the meeting of theseiaidi®e defined more precisely in t
Decision on Issuing of Licenses to Bank and theifl@t on Issuing Approvals. In
case when the analysis points to an existencegtf hisk, the Governor refuses t
request. This analysis must be carried out in #eeg of establishing branch office
subsidiary of a foreign bank.

(Other) changes
since the first
progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other
relevant initiatives

Recommendation 22 (Foreign branches and subsidiagg

ne

ed

Rating: Non compliant

Recommendation o
the MONEYVAL
Report

f Financial institutions should be required to ensdhat the AML/CFT requiremen
applicable to financial institutions are also apali to branches and majority own
subsidiaries located abroad, especially in courgtéhich do not or insufficiently app
the FATF Recommendations, to the extent that lapplicable laws and regulation
permit. When local applicable laws and regulatiopohibit this implementation
competent authorities in the country of the paiastitution should be informed by tf
financial institutions that they cannot apply th& H Recommendations.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

offices or subsidiaries abroad, for the purposéarmonizing the requirements set

the recommendation 22, the Draft-Law shall presctiite following obligations:
“Article 26-a

(1) The financial institutions having branch officerepresentative offices af

subsidiary undertakings abroad should apply thesomea for prevention of mong

laundering and financing terrorism in branch officeepresentative offices af

Although in the Republic of Macedonia the finandiadtitutions do not have branc

h
n

nd
3
nd

subsidiary undertakings.
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(2) In case when the laws of the country of regésteseat of the branch office, t
representative office and the subsidiary undertaklio not allow for application of th
measures referred to in the Paragraph 1 of thisl&rpursuant to the Article 46 of th
Law, the financial institutions should immediatéhform the competent superviso
authority. “

he
e
is
y

Measures taken to
implement the
recommendations

since the adoption of

provide application of the AML/CFT requirementstheir branches and subsidiari
located abroad, as follows:
“(1) The financial institutions having their own Imidiaries or branches in abro

According to the article 26-a of the AML/ CFT Laimdncial institutions are obliged fo
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ﬁggorf'm Progress | should provide application of the measures for @néien of money laundering an
financing terrorism in the subsidiaries, represiveaffices and branches.
(2) When the laws of the country where the subs&haor branches from paragraph
of this Article have their main office do not allospplication of the measures frg
paragraph (1) of this Article, the financial instibns should immediately inform th
appropriate supervision authority, in accordandd witicle 46 of this Law.”
The NBRM Decision envisages that the bank is odligeensure compliance with tf
measures for ML/ FT prevention also by its subsidg branch offices, @
representative offices in the country and abroadhe level permitted according to t
regulations of the country where such subsidiargranch office is located (item 3).

(Other) changes

since the first

progress report (e.g.

draft laws, draft

regulations or draft
“other enforceable
means” and other
relevant initiatives

Recommendation 23 (Regulation, supervision and matoiring)

Rating: Partially compliant

Recommendation o0
the MONEYVAL
Report

f All supervisory bodies should include AML/CFT issas an integrated part of the
supervisory activities (currently only the NBM andan unclear extent the SEC do s

ir

D).

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The Articles 46 and 47 of the AML Law shall regelathe monitoring over th
applications of the measures for prevention of mgofeundering and financin
terrorism by indebted entities. The authorities petant for monitoring are th
following: The Office, NBRM, SEC, PRO, MAPAS andetiMinistry of Financef
Insurance Supervision Unit.

AML Law in the frame of the regular controls cadieut by authorized persons frg
the Department for Capital Market's Supervisiortted authorized participants in tf
capital market. During these regular controls, dl¢horized persons shall verify t
application of the Programme for prevention of moteundering of the authorise
participant, as well as the measures taken by titteodsed participant regarding tk
fully implementation of the Programme. Further, cibntrol the records of th
transactions exceeding 15.000 EUR, the Commiss#iewise control the transaction
as well as the manner of identification of legall aatural persons and submitting d
to the Office.

The Agency for Supervision of Fully Funded Pendisurance (MAPASkhall take in
consideration the regulations vested under the Al and upon the carrying out

the controls of voluntary pension funds shall colntine application of the Programni

D &«

In the area of capital market, the SEC acts acogrtti the principles vested under the
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for prevention of money laundering and financingdegsm and the other measur
taken by the companies managing voluntary pensimas related to prevention

money laundering and financing terrorism. Uponriagular supervision, the Ministr
of Finance- the Insurance Supervision Unit (pursuanthe Law on Insurang
Supervision and the Rulebook on the Manner of @agrput Insurance Supervisid
prepared on the basis of the Law) shall carry ocoratrol over the application of th

measures and the activities for money launderiryfemancing terrorism according t

the Article 46, Paragraph 1 of the AML Law. The uremce Supervision Un
prescribed manner and procedure for adequate ingpition and application of th
ML/ FT Prevention Programmes and issued an Inserdfld FT Prevention Ruleboo
that should be applied by the entities during tiagrk.

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

Monitoring procedures shall unify and coordinate thonitoring. These procedur
should be integral part of the MoUs signed on bitdtlevel between the institution
In the direction of mutual coordination, these awties have implemented joir

controls and mutual reporting on each control bzt been carried out and its results.
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Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Some changes have been made in the article 46ecAML/CFT Law, and a ney
supervisor - the Postal Agency is envisaged inraimlenake supervision over the pq
office and legal entities performing telegraphiansmissions or delivery of valuab
packages. Some other minor changes have also beele, )so this article no
stipulates the follows:

“Article 46

(1) The supervision of the application of measuned actions laid down in this Lal

shall be performed by:

- the National Bank of the Republic of Macedonia owamks, savings house
exchange offices and providers of fast money teansf

- the Insurance Supervision Agency over insurancepamigs, insurance brokera
companies, companies for representation in inseranmesurance brokers ar
insurance agents;

- the Macedonian Securities and Exchange Commissiertioe brokerage companig
persons providers of investment advisors serviodscampanies for management
investment funds;

- the Agency for Supervision of Fully Funded Pendiosurance over the compani
managing with voluntary pension funds;

- the Public Revenue Office over trade companies rmisgay games of chang
(casino), as well as other legal and natural pergenforming the following service
trade with real estate, audit and accounting sesyiprovision of services in the ar
of taxes or provision of consulting services, legatities obtaining movables and rg
estate in pledge and citizens associations andifdioms and

- the Postal Agency over the post office and legdities performing telegraphi
transmissions or delivery of valuable packages.

(2) The Office shall supervise the application lef measures and actions determi

by this Law over the entities in cooperation witle bodies referred to in paragraph

of this Article and commissions from Article 47tbfs Law or independently.

(3) The Office with the bodies from paragraph (fL}hes Article and the commission

from Article 47 of this Law shall be bound to mutyanform themselves on th

findings of the performed supervision over the iempéntation of measures and actiq
determined by this law and if necessary, coorditteenctivities during the supervisig
implementation over the subjects from Article 3o Law.
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(4) The Office, the bodies from paragraph (1) @ #rticle and the commissions fro
Article 47, are obliged to prepare plans for perfimg supervision for applyin
measures and actions prescribed within this Law.

(5) The bodies referred to in paragraphs (1) ando{zhis Article may prescribe
manner and procedure for adequate establishmenaguitation of the programme
for prevention of money laundering for the entitiesy are to supervise.
(6) The bodies from paragraph (1) of this Articteldhe commissions from Article 4
of this Law, if during performing supervision deténe suspicion for mone
laundering or financing terrorism, as well as Jiaa of the provisions of this Law
must inform the Office immediately.”
It is also new concerning the supervision powerthef OPMLFT that 6 new article
(from 46-a to 46 —f ) are introduced in the curr@ML/CFT Law that regulate th
manner of the supervision taken by the OPMLFT.

“Article 46-a
(1) The supervision performed by the Office may l&sworking days at the latest wi
the possibility to be extended, but not longer tB@rworking days.
(2) The Minister of Finance shall prescribe thenfoand contents of the order fi
performing supervision by the Office.
(3) The Director of the Office shall adopt annualogramme for performing
supervision by 31 December of the current yeaneatdtest for the following year.
Article 46-b
The supervision which the Office conducts indepetigieis performed by thg
inspectors, employees in the Office meeting theegrconditions determined by tf
Law on Civil Servants and the conditions laid dawthe act for systematisation of t
workplaces in the Office.

Article 46-c
(1) Upon the performance of the supervision coretlidiy the Office, the inspect
shall have the responsibility to:

1) actin accordance with the order for performingesuision;

2) undertake preparatory activities for performingesuision;

3) inform the responsible and authorised person oéittiéy on the beginning of th
performance of the supervision, as well as thd leagis, objective and scope of {
supervision, except in case of urgent and contymivision;

4) legitimate himself/herself in front of the entifyg. the authorised person of
entity;

5) keep the data secret;

6) act in accordance with law, duly and in accordanith the Ethic Code of th
Civil Servants and the Ethic Code of the Office;

7) compose records on the performed supervision;

8) bring a conclusion;

9) reach a decision in accordance with Article 48taisfLaw;

10) suggest settlement procedure and

11) submit request for initiating misdemeanour prooedur

(2) Besides the obligations from paragraph (1hisfArticle, and for the performed supervis
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the inspector shall be bound to organize the pedpinspector's documentation in a file

according to the following schedule:
1) documents collected in the supervision preparation;
2) request from the units of the Office, another baaty institution if the

supervision has been performed on their request;
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3) supervision order;

4) records on performed supervision;

5) conclusion;

6) decision;

7) settlement proposal,

8) records on performed settlement;

9) pay order;

10) request for initiation of misdemeanour procedurg an
11) effective and enforcement decisionsof a court pfooe

Article 46-d
(1) Upon the performance of the supervision cordlubly the Office the inspector shall
authorised to:

1) check general and separate acts, files, docummntience and information ir
the scope according to the subject of supervisam,well as to demand
necessary copies and documents to be prepared.

2) demand from the entity to provide him/her officenditions for work in the
business premises of the entity and person thdtb&ilpresent during th
supervision due to duly provision of documentatimrd information relate
to the subject of supervision;

3) enter and perform examination of the business mesrof the subject;

4) examine the identification documents of persongHerpurposes of affirmation
of their identity in accordance with law;

5) demand from the entity or its employees written oval explanation
related to the issues from the scope of the sugieryi

6) demand professional opinion when it is necessapéosupervision,

7) control the activities of the entity;

8) make a list of found documents in the busineslitjeand

9) provide other necessary evidence.

The identity of the copy with the original of théde$, documents, evidence an
information from paragraph (1) of this Article shiaé confirmed by the entity with
his own seal and the signature of the authorisesbope

The inspector shall be authorised to initiate eetént procedure and misdemeand
procedure in accordance with law.

Article 46-e
(1) During the supervision carried out by the @ffiand for the purposes of elimination off
determined irregularities the inspector has the ggd obligation towards the entity:
1) to show him the determined irregularities;
2) to show him the determined irregularities and terteine a term for their elimina
and to deliver him an invitation for conductingeafucation in accordance with Ar
48-a of this Law;
3) to propose him a settlement procedure and
4) to deliver him an application for initiating misdeamour procedure or to initiate an
appropriate procedure.

Article 46-f
Special commission consisted of three members afgubby the Minister of Finang

shall decide on the appeal against the decisidheoDffice inspector, whereupon the
president of the commission shall be appointed fitoenmanaging civil servants in the
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Office which have not been included in the perfanoof the inspection supervision.
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The supervision of the implementation of measuresaztions laid down in the AML
CFT Law is performed by the NBRM over banks, sasihguses, exchange offices g
providers of fast money transfer. Concerning thangration of banks and savin
banks, there are two types of control: supervisgnrisk and examination @
compliance with regulations. Fast money transfevises and exchange offices &g
controlled regarding the compliance with regulasion

As mention before MAPAS in 2010 conducted contbAML/ CFT measures an
actions in all (two) pension companies in RepubficMacedonia and determine th
the pension companies are in compliance with AMIFTCobligations. They ar
applying their AML/ CFT programme and their intdrddL/ CFT procedures. Alsg
they are developing suspicious transactions indisaoftware solutions.
The amendments to the Securities Law from 2010 exgtioned have included a ne
article 180A that clearly prescribes an authoritytie SEC to supervise and sanct
infringements to the AML/CFT issues, the articlegasted:

“An authorized participant on the securities maikeatbliged to act in accordance w
regulations for anti- money laundering and finagai terrorism.

The Commission is monitoring the implementation re§ulations for anti-mone
laundering and financing of terrorism by the auitent participant on the securiti
market.”

Because of non-compliance in accordance with AMLFTCregulations, by a
authorized participant on the securities marke¢, 8EC could issue a decision
impose a measure referred to in article 194 oflthis.

According to Article 46 of the AML/ CFT Law the PR€upervise the application

AML/ CF measures and actions performmdcasinos, other legal and natural pers
performing the following services: trade with reatate, audit and accounting servid
provision of services in the area of taxes or miovi of consulting services, leg
entities obtaining movables and real estate ingadednd citizens associations 3
foundations.
According to the article 158-b, paragraph 1 poitt (Dfficial Gazette 27/2002
84/2002, 98/2002, 33/2004, 88/2005, 59/2009, 6702&1d 44/2011) of the Law ¢
insurance supervision, the Agency for insurancesigion performs supervision ov
the implementation of the AML/ CFT measures as firescribed in AML/ CFT Law.

1

Recommendation o
the MONEYVAL
Report

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

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

Pursuant to the Article 46, Paragraph (1), Indewf the AML Law, the monitoring
over the application of the measures and the &esvifor prevention of mone
laundering and financing terrorism by the undertgkimanaging pension funds sh
be carried out by the Agency for Supervision ofly-Wunded Pension Insuran
(MAPAS).
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In May 2009, the Agency for Supervision of Fully fded Pension Insurance
(MAPAS) issued the first licence for managing vaamy pension fund. Having in
mind this, the first controls in the area of thelagation of the measures according| to
the AML Law shall be carried out in 2010.
Measures taken to| According to the article 46 of the AML/ CFT Law, &gcy for Supervision of Fully
implement ~ the | Funded Pension Insurance (MAPAS) supervises théeimgntation of the AML/ CFT
recommendations | measures over the companies managing with volupmgion funds.
since the adoption off A5 mention before MAPAS in 2010 conducted contrbAML/ CFT measures ang
ﬁggorf'm PrOgress| actions in all (two) pension companies in Repubfidvlacedonia and determine that

the pension companies are in compliance with AMIFTCobligations. They ar
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applying their AML/ CFT programme and their intdrAdL/ CFT procedures.

Recommendation o
the MONEYVAL
Report

f The Law on Foreign Exchange Operations should bera®d and provide for powe
of inspectors from the NBM when performing supémi®f foreign exchange office
like access to documentation, taking copies etc.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

According to the internal Rulebook for work of thénit for Controlling the

inspectors shall have open access to the comptatentbntation of the controlle
entity. When necessary, and most often when ceirt&gularities shall be identified i
the working of the controlled entity, the inspest@hall keep copies of controllg
cases. In the recent practices, the NBRM inspeatadtts no obstacles have be
carrying out their legal obligations regarding thenitoring over the functioning of th
separate entities under the competency of the NBRM.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

There have been no additional measures taken thiad@st progress report

Recommendation o
the MONEYVAL
Report

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

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

for prevention of money laundering and financingdgsm by indebted entities. Th
authorities competent for monitoring are the foilogy The Office, NBRM, SEC
PRO, MAPAS and the Ministry of Finance- Insuranc@&vision Division.

The State Foreign Exchange Inspectorate does met th@ authorization to monitg
the application of the measures for prevention ahay laundering and financirj
terrorism.

Nevertheless, pursuant to the Article 30 of the AMiw, the State Foreign Exchan
Inspectorate as a body of the national Office shalbound to report to the Office
cases of suspicion of money laundering and finantgrrorism.

Harmonisation of the Regulations of the Non-Bankingtitutions in the NBRM, the
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The Articles 46 and 47 of the AML Law shall regeldhe application of the measures
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Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

of Republic of Macedonia” No. 34/2001, 49/2001, /P0B®1, 54/2002, 32/200]
51/2003, 81/2008 and 24/2011), the Ministry of it - State Foreign Exchan
Inspectorate shall conduct inspection of the ojmatof residents and nonreside
operating on the territory of the Republic of Mageid. In the procedure for inspecti
shall be applied the provisions of the InspectiamL

As regards to Article 47 of the Law on Foreign Exfe Operations residents g
nonresidents shall enable the foreign exchangeatepto perform, without hindranc
the inspection, insight into their operations apdrtheir request, make available
submit all the necessary documentation and data.

Pursuant to Article 48f the Law on Foreign Exchange Operations in otdeemove
irregularities, the inspector has the right andigatlon to indicate the subject
irregularities and determine a deadline for theimoval; to order the entity to tak
appropriate measures and activities within a pesjpetified by the inspector; to ord
temporary prohibition of activity, profession ortigis of the entity; to temporaril
deprive the entity objects and the means of cormyith crime or misdemeanor;
apply for initiation of criminal proceedings and file criminal charges or initiate othg
appropriate action.

According to Article 46 of the Law on Foreign Excdga Operations (“Official Gazette

3,
ge
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Recommendation o0
the MONEYVAL

f The legislation to prevent criminals or their assdes from holding or being th

beneficial owner of a significant or controllingtarest or holding a manageme
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Report

function in a bank, savings house, brokerage houseirance companies, money

or

value transfer services, foreign exchange officed mvestment fund management

companies is insufficient and should be amended.cBmpanies issuing credit/dehit
cards, pension companies and pension funds nomesientive legislation exists at all

and should be introduced as a matter of priority.

Measures reported §
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The Law on Banks and the corresponding bylaws shaliain provisions that shall n

allow for criminals and their associates to be altwkders in a bank or to be persons

having special rights and responsibilities in thaks (Article 13 and 82 of the Law on
Banks, the Decision on Issuing of Licenses to Bankl the Decision on Issuin

Approvals). The person facing misdemeanour sanctimnfacing sanction o

interdiction of performing his/her profession, &ityi or duty, or the person lackin

reputation shall not be allowed to act as sharehmaldth qualified participation in
bank, nor he/she be allowed to act as person hayiagial rights and obligations in

bank, i.e. member of the supervisory or managindylina a bank, member of audit
board, member of the risk management board and athe@aging posts in the bank

T O o

a

according to Its statute. Reputation shall mearebtyn competency, industriousness

and assurance that the person shall not endangestability and the security of the

bank, or its reputation ad trudhter alia, this shall mean that the person should
have been included in activities that would be @ered as violation of th
regulations. Besides the data on which basis tleeiqusly listed criteria shall b
established upon the issuing of the approval faquaing shares in a bank, i.e. fi

becoming member of a supervisory or managing bodyhe bank, the persons
requesting the approval shall be bound to fill ine tcorresponding NBRM

guestionnaires. These questionnaires shall pradedeiled data on the following: th
gualifications, professional background and theeeigmce of the person, the meas\
taken towards that particular person by certaifmaitly or towards its beneficial us
(in the case of legal entity), cases when otherpatent authority seized or did n
issue an approval for performing of certain praf@ssor activity, or for acquiring
shares in a financial institution due to inadequedputation of the person or i
beneficial owner. These provisions of the Law onnl&a and the correspondir
regulation shall refer to the saving banks fundtignin the country. It should b
accentuated that each non-fulfilment of the coadginecessary for obtaining licen
for taking up and pursuing the business shall besidered as a basis for revoking
the issued licence.

Similarly, the Law on Fast Money Transfer shalllire provisions preventing th
possibility for criminals or their associates tofpem fast money transfer service
Pursuant to the Article 6 of this Law, a tradingmpmny can obtain permit fq
performing fast money transfer service. if no mmdanour sanction, i.e. interdictig
for performing of profession, activity or duty hdmen pronounced against t
responsible person and the employees performingnfamey transfer services a
effective court decision for criminal offence irethrea of finances. Regarding the f
money transfer service provider, each non-fulfilmefh the conditions needed f
obtaining license for taking up and pursing theifess shall be considered as basis
revocation of the issued licence.

Pursuant to the Foreign Exchange Operations, th@md Bank shall prescribe th
conditions and the manner of obtaining licensefdogign exchange operations. The

not
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conditions were prescribed in the Decision on ChayeExchange Operations adopted

by the Council of the National Bank on 26.02.20D8e Decision shall envisage that
order to obtain the necessary licence, the resblenperson of the legal entity wh
shall perform foreign exchange operations and #spansible person do not faj

n
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misdemeanour sanction, i.e. interdiction for perfimig of profession, activity or dut
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and that no effective court decision for crimintieace in the area of finances has bg
pronounced against them. Similarly, regarding Baarkd fast money transfer serv
provider, as well as savings banks, the NationalkBshall be entitled to revoke tk
issued licence for foreign exchange operation$éf ¢onditions on which basis tk
National Bank has issued the licence have not beeat, i.e. the conditions fg
performing foreign exchange operations.

The Law on Insurance Supervision contains provsi@rticles 14, 18, 19, 23 and 3
which do not allow for criminals or their assoc&t® become shareholders in
insurance undertaking or to become persons withiaipeghts and responsibilities |
the undertaking. In accordance with Article 14 kné L.aw on Supervision Insurang
the shareholder should meet the following requimgsie- not to be sentenced
imprisonment for criminal offence against publicahces, against payment operati
and economy, against duties or against legal ¢affinot to be sentenced to ban
performance of profession, activity or duty; notde member of managing orgd
supervisory organ or to be person with specialtsigind responsibilities in insuran

een

e
ne

=

P)

€,
to
DNS
of
n,
ce

company or other legal entity for which bankrupprgcedure has been initiated in the

least 3 years; - no bankruptcy procedure or ligtiich procedure to be initiated agai
him, if it is legal entity and - not to be connett® legal entity where the insuran
company directly or indirectly owns at least 10%th## capital or rights to vote in th
entity. These provisions shall also be applied ifsurance mediators (insuran
brokerage companies and representatives). In aamcoedwith Article 19, the Ministry
of Finance (Agency for Insurance Supervision) weject the application for obtainin
approval for acquiring qualified shares if it haehb established that there is legitim
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reason for suspicion of the validity of origin obney from the submitted documents.

In order to obtain consent for performing a dutymmber of managing organ th
insurance company shall be obliged to submit aticgijfon for consent to the Ministr,
of Finance. Appropriate documentation should beeddid the application, proofin
that the conditions from Article 23 of the Law arslirance Supervision have been n
The Agency holds the right to adopt a decision Misthdrawal of a consent fg
performing the duty member of organ for managenmninsurance company i
accordance with Article 27 of the Law on Inspect®upervision.

Under article 18 of the Law on Investment Fundsnder of managing board i.
executive member of the board of directors of tleengany for management

investment funds could not be a person: convictedntprisonment for criminal

offences in the field of banking, finance, labowlations, property, bribe an
corruption or to whom misdemeanour sanction baneatising profession, activity @
duty in the field of law, banking, accounting, insoce, management of sources i
investment, management of pension funds or othanéial services has been impos
whit the ban.

Further the Law on securities also had provisidra prohibited the issuance of
licence to a person which will enable him/her tediee a member of the managi
and supervisory boards as well as members of tledbof directors of the stod
exchange and the central depository or to be @tdir@f a brokerage house if he/s
was indicted with jail sentence:

-In the period from the effectiveness of the verdiicthe day of the endurance of t
sentence and five years from the day he/she hadt@mdhe prison sentence in the ¢
when the jail sentence is no longer than threesyear
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-In the period from the effectiveness of the verdd the day of the endurance of the

sentence and ten years from the day he/she hadeghtihe prison sentence in the ¢
when the jail sentence is longer than three years.

nse

However, these provisions of the law were abolishid decision 214/2005-0-1 fror
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19/09/2007 by the Constitutional court of the Rdjubf Macedonia, since these

provisions of the law were not in line with the Gtitution of the Republic.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The Decision on Currency Exchange Operations waptad in February 2009 and

amended in 2010 - ("Official Gazette of the RM" Nd/09, 34/09, 66/09, 157/09 an

73/10) defining the conditions, manner, procedund ¢he documents needed for

obtaining license for currency exchange operatitresmanner of performing curreng
exchange operations and the measures that cakdrelip the NBRM.

The licensed currency exchange operator within tBdrty) days from the day of
obtaining the license, besides other documents|l giwsses money laundering
prevention program, in conformity with the regubais that regulate the mongy
laundering prevention and other profits from criadiacts and financing of terrorism
and proof that such a program has been submittdtet®@ PMLFT. The National Bank
after written notification from the licensed op@rabr after thirty days, will supervige
the currency exchange office for meeting the nexgssonditions prescribed with this

Decision. If determined that conditions are metdach currency exchange office,
shall issue a written mark label.
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The NBRM shall revoke the license for conductingrency exchange operations [to

the resident - legal entity, which has obtainedrse from the NBRM for conductir|g

currency exchange operations, if reveals that: liteese was obtained on the basis

false data; no longer meets the conditions for gotidg currency exchange
operations; it conducts the currency exchange tipesacontrary to the provisions
adopted on the basis of the Law on the Foreign &xgh Operations; it enables

examination by the National Bank; submits falseorepduring the operations; an

fails to perform currency exchange operations lotiggn 30 (thirty) days. Amendment
of the decision ("Official Gazette of the RM" No03/10) prescribes that licensgd
currency exchange operators should take actionsraasures for money laundering
prevention and other profit from criminal acts dm@ncing terrorism and work under

AML/ CFT regulations.
The Law for voluntary fully funded pension insurarregulates:

1. Management and supervisory board member of thad@enempanies can not

be person that is sentenced to imprisonment foriral offence against publi

finances, against payment operations and econogaynst duties or agains

legal traffic, or sentenced to ban of performarfcgrofession, activity or duty.

2. With the documents for licensing a pension comphry are obliged to send
AML/ CFT program. Also MAPAS can ask for informatidrom OPMLFT if
there are any kind of ML/ FT records regarding dlibe founders of a pensidg
company in the process of licensing.

3. MAPAS can withdraw a license for managing voluntpgnsion fund due top

incompliance with the AML/ CFT Law.

One of the duties of the unit for internal audittive pension companies is to ma
assessment of the AML/ CFT processes.
Under article 18 of the Law on Investment Fundsnder of managing board i.

executive member of the board of directors of tleengany for management of

investment funds could not be a person: convictedniprisonment for criminal
offences in the field of banking, finance, labowlations, property, bribe an
corruption or to whom misdemeanour sanction baneatising profession, activity @
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duty in the field of law, banking, accounting, insoice, management of sources and
investment, management of pension funds or othanéial services has been imposed

whit the ban.
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The amendments to the Securities law envision tipain submitting a request f
obtaining approval for acquisition of qualifying Idmg in brokerage house, sto
exchange or depository the legal entity must erectogroof of origin of the funds fq
payment of the shares for whose acquisition isireduan approval; if the inquirer is
natural person, then it must provide evidenceHerfinancial standing of that person
Article 32 in the Insurance Supervision Law (“Offic Gazzete” of RM 27/2002
84/2002, 98/2002, 33/2004, 88/2005, 79/2007, 8/2888008, 67/2010 and 44/201
describes the process of application for licensesdnduction of insurance operatiol
According to this art. Poit 16, the founder of tinsurance company shall attach
program for implementation of the measures for mola&indering prevention an
financing terrorism as well as to submit a proof fhe sources of the assets
shareholder capital.

According to the article 23 paragraph 4, a memiieh@ management body shall n
be an individual who:
-is a member of a management body, supervisory lmrdg procurer in anothe
insurance undertaking or other company;
-is a member of the Council of experts of the Iasge Supervision Agency or oth
individual employed in the Agency;

-has not been sentenced with imprisonment for c@nioffense against publ
finances, against payment operations and the ecgnagainst office or against leg
transactions;

-has not been sentenced with prohibition on congigirofession, activities, or duty;
-has performed a function of an individual with cipérights and responsibilities in @
insurance undertaking or other legal entity oveiiciwvha bankruptcy procedure h
been initiated;

-has been an associated entity with a legal emtityhich the insurance undertakin
directly or indirectly owns more than 10% of thepital or the voting rights in thg
legal entity; and

-acts against the provisions of the AML/ CFT Law.

The provisions above relate to a shareholder witqualified share as well as
members of the supervisory body of the company 14:t28 from the Law).
According to the Law art. 29 the supervisory bodyesvise and control th
application of measures and actions for money laring prevention and financin
terrorism.

According to the Law art. 158b point 10, the corepees of the ISA are supervision
the application of measures and actions for ML/dr@vention in accordance with th
AML/ CFT Law.

According to the Law art.168 paragraph 1 point ygds for revocation) the IS
shall adopt a decision to revoke the license fordaation of insurance operations
case the company breached the provisions from ME/AFT Law.
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Recommendation o
the MONEYVAL
Report

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

S

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

In accordance with the Company law (Official gezett RM No. 28/04, 84/05, 25/0
and 87/08) as one of the forms for registry of fiing trading company with activit
in issuing credit cards and similar activities, p@nt out Joint stock company as m
adequate.

The joint stock company can be founded simultangausby succession.

If the joint stock company acting in the field sbuing credit cards or similar activiti
is founded simultaneously, one requires documemtefjistry of f

7
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(1) With the appounding in the sole trade regiatethe Central register of RM, whig
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are:

- filled PO form;

- evidence of paid compensation for the CR acogrdio the tariff - 3 857

denarslication for register, one shall attach:

1) the statute;
2) copy of ID for domestic physical entity or pasgpphotocopy (translated frof
authorized translator and verified by notary publie foreign physical entities or cop
from another document for determining the identéffective in his/her country an
his/her citizenship, i.e. evidence for registratiiotme founder is legal entity;
3) evidence for paid amount in the bank where thgmznt of the shares has be
carried out;
4) if there is share takeover by entering non-memyadeposits — the contracts by whi
they are determined and implemented, the repothefassessor and evidence

ownership in which a note has been performed inublip book for registering

immobile assets, and if mobile asset is being tegid for which there is legall
determined responsibility for register — evidenmedwnership of the mobile asset;
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5) the decisions for selection of members of th@agament organ, i.e. supervisipn

organ if they are not nominated by the statute;

6) if special benefits are given in the foundirtgg tontracts with which they are being

determined and implemented;

7) the calculation of the expenses for foundingabmpany in which single items and

total costs are being expressed;
8) the founding report and the revision reportha founding, if such report had be
prepared and
9) permit or other act of state organ or of anotwenpetent organ, if this responsibil
is determined by law for registry of the companytia trade register;
10) declaration from the attorney by law of thealegntity, i.e. declaration fron
physical entity, i.e. submitting evidence that éhex no obstacle for him/her not to
founder of the company, in accordance with ArtR®eof the Company law and
11) declaration, in accordance with Article 32 ué same Law.
(4) The executive members from the board of dims¢tbe. members of the board
executives, as well as other persons, which acegrti the statute are authorized
representation shall submit signatures, verifigcaed and given in accordance W
Article 65 paragraphs (2) and (3) from the Complamy
(5) The founders of the company shall be respomddylthe authenticity, actuality an
the accuracy of the data contained in the applinaaind for the attachments which t
law determines that need to be attached towardethistry application for founding th
company in the trade register..
If the joint stock company acting in the field sbuing credit cards or similar activiti
is founded simultaneously, one requires documemtsegistry of founding in the so
trade register at the Central register of RM, wisdok

- filled PO form;

- evidence of paid compensation for the CR accorthrthe tariff - 3 852 denars
(3) With the application for register, one shatheh:
1) the statute;
2) copy of ID for domestic physical entity or pasgpphotocopy (translated frof
authorized translator and verified by notary publie foreign physical entities or cop
from another document for determining the identéffective in his/her country an
his/her citizenship, i.e. evidence for registratiioime founder is legal entity;
3) evidence for paid amount in the bank where thgmznt of the shares has be
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carried out, and if non-monetary deposits are itegesvith the report of the assess
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and evidence for ownership in which a note has Ipsgformed in a public book fa
registering immobile assets, and if mobile assdteing registered for which there
legally determined responsibility for register -idmnce for ownership of the mobi
asset and one sample from the prospect on the dasighich 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 theagament organ, i.e. members of
supervision organ if they are not nominated bystiatute;

6) the founding report and the revision reportha founding if such report has be
prepared on request of the founders, i.e. othesgperin accordance with this law;

7) agreements by which non-monetary deposits aerrdaed or invested, if in th
founding one invests non-monetary deposits;

8) permit or other act of state organ or of anotfmenpetent organ, if this responsibil
is determined by law for registry of the companytia trade register;

9) declaration from the attorney by law of the legy#ity, i.e. declaration from physic
entity, i.e. submitting evidence that there is hstacle for him/her not to be founder
the company, in accordance with Article 29 of therpany law and

10) declaration, in accordance with Article 32 ué same Law.

(4) The executive members from the board of dimsctobe. members of the board
executives, as well as other persons, which aacogrtti the statute are authorized
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representation shall submit signatures, verifighched and given in accordance with

Article 65 paragraphs (2) and (3) from the Complamy

(5) The founders of the company shall be respomddylthe authenticity, actuality and

the accuracy of the data contained in the applinaaind for the attachments which t
law determines that need to be attached towardethistry application for founding th
company.
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Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The Law on Financial Companies (“Official GazetfeRepublic of Macedonia” No.
158/2010, 169/2010 and 53/2011), regulates thebledtenent, operations and

supervision of financial companies in the countrikewise, the Law on Financia
Companies defines the activities a financial compean perform. In fact, financia
companies may perform one or more of the followfingncial activities: 1) approvin
loans, 2) issuing and administering credit carii$a&oring and 4) issuing guarantee

According to Article 7 of the Law on Financial Coames, (“Official Gazette of

Republic of Macedonia” No. 158/2010, 169/2010 aB611), Financial company

established as limited liability company, jointadtaompany or subsidiary of a foreig
trade company in accordance with the Company Laih & basic capital of at lea
6.000.000 denar. The basic capital and all furitheneases in the basic capital shall
in the form of money and paid in its totality. Thasic capital of the financial compa
shall not decrease in any time under the amou@t08f0.000 denar.

Pursuant to Article 8 of the Law on Financial Comieg persons who intend t
establish a financial company shall submit a lieeregjuest to the Ministry of Finang
In addition to the request, the following accompagydocuments and informatiq
shall also be submitted: 1)an establishment prdpada 2)proposal of a name a
headquarters of the financial company; 3)evidentc@ayment of money as bas
capital into the temporary account of a beareragfhpent turnover; 4)sources of fun
for payment of the basic capital; 5) the identityte persons who intend to establis
financial company; 6) a document confirming thagadety measure — prohibition

practice profession, activity or duty has not bpesnounced against the founder; 7
list of proposed members of the management body sitdence of the fulfillment g
the conditions laid down in Article 9 of this Law) a financial activities that th
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company will perform; 9) an operation program metaf financial company with
projection of the financial statements for the dwling three years; 10) intern
procedures for performing financial activities, liing criteria and conditions fa
lending and for assessing the creditworthinesshef lborrowers; 11) a AML/ CF]

in accordance with the Law on Administrative Fees.

If a legal entity or a foreign legal entity is faler of a financial company, it shall,
addition to the above stated evidence and infoonatsubmit documentation &
referred to in Article 8 paragraph 4 and 5 of tlaevlon Financial Companies.
According to Article 15 of the Lawn Financial Companies, the financial compd
shall acquire the status of a legal entity by be#gjstered in the Trade Registry ke
in the Central Registry. The financial company khalbmit an application fo
registration in the Trade Registry within 30 daysni the date of obtaining th
establishment and operation license. The applicatay registration in the Trad
Registry shall be accompanied by the following: sant for establishing a financi
company; the establishment and operation licendegece of payment of money
basic capital into the temporary account of a holafemoney operations and oth
documents in accordance with the regulations orstering a trade company in tf
Trade Registry.

programme approved by the OPMLFT and 12) an evielefipaid administrative feg¢
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Recommendation o0
the MONEYVAL
Report

f Staff of all supervisory bodies should be requitedmaintain high professiona
standards and to keep professional secrets cortfaldnurrently only for employees
the NBM exist specific rules requiring staff to main high professional standard
and only for employees of the NBM and the SEC sgistific rules requiring staff t
keep professional secrets confidential.).

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

In order to maintain high professional standardd &m keep professional secré
confidential, the organs for enforcing supervisfonthe application of measures a
activities for preventing money laundering and ficiag terrorism, besides the leg
provisions also implement the provisions from thkevant Code of Conduct 1.

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

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

The agency for supervision of capitally financedgien insurance has adopted Cq
of professional ethics for the employees in therayeand Code of professional eth
for the employees in the Agency when performintglfend voluntary supervision.
Having in mind that the supervisors in the Minisbfyffinances — Insurance supervisi
department have status of civil servants, they vemtording to the Code of ethics f
civil servants adopted on the basis of Article 1&8e Law on civil servants (Officig
gazette of RM No. 59/2000,112/2000, 34/2001). Thdecis made public on th
internet page of the Civil servants agency. (wwa.golv.mk)

The Code determines the manner of conduct and agréf the civil servants, wit
purpose to provide respect of the principles offlémess, professional integrit
efficiency and loyalty while performing their offed duties. According to the Cod
the civil servant performs the duties on highly fpssional level, which he/sh
continuously upgrades. The civil servants shall fgger the work on mos
conscientious, most efficient, most arranged maandrin due time, in interest of tk
citizens and other entities while realizing théghts, duties and interests. Their duty
to avoid any conflict of interest as well as sitoas that could lead to doubt.
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In the current year it is envisaged to establigtuliance supervision agency as sin
and independent body with public authorizationse Hyency shall adopt a Statl
determining the internal organization, administratand management, proceedings
adoption of acts, method and terms of employmenth@& Agency as well as oth
issues of significance for the working of the Aggnc

Measures taken to
implement the
recommendations

since the adoption of

The MAPAS has Code for professional ethics for #meployees and a bylaw f
protection of personal date (every employee isgelli to keep all informatio
regarding his work as confident information).

The SEC is in the process of drafting a new codeoofluct for its employees and

contractually hired personnel.

According to Article 9 from the Law on tax proceduthe tax officials are obliged f
keep as tax secret all information and documentsciwthey obtained during ta
procedure. This obligation does not terminate ewban the person stops working
PRO. Also PRO has adopted Code of Ethics of Taicialé. According to this Code
all information, which is part of the working adties of the tax officials, ar
considered tax secret.

the first progress
report

(Other) changes
since the first
progress report (e.g.
draft laws, draft

regulations or draft
“other enforceable
means” and other
relevant initiatives

Recommendation 24 (DNFBP — Regulation, supervisicand monitoring)

Rating: Non compliant

Recommendation o
the MONEYVAL
Report

f The supervisory commissions for auditors and actzmia (based on Art. 39 of tf
AML Law) should be established.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

In accordance with the provisions from Article 4f7the AM Law, the commission
formed in frames of the associations of auditord accountants shall be supervis
organs for control of the implementation of measuamd activities for preventin
money laundering and financing terrorism by auditomd accountants.
Having in mind that the activity and the efficienafythis sector are not on satisfactg
level, the legislator shall make amendment of threcept of supervision with the drd
law in order to achieve bigger efficiency in thertpaf supervision for purposes
preventing money laundering and financing terrorism

The draft law shall determine that the Office haslsive jurisdiction to perforn
supervision of the auditors and accountants.
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Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

In compliance with the article 46 of the AML/ CFTaw the OPMLFT has exclusiy
jurisdiction to perform supervision of the audit@sd accountants. According to t
annual plan of the OPMLFT for supervision lawyersd anotaries are subject
supervision for the period from September up toddgmer 2011.

he
Df

Recommendation o0
the MONEYVAL
Report

f The supervisory powers of the supervisory authesjtivhich are based on Art. 39
the AML Law, should be clarified. The authoritidssld review the AML Law an
make either amendments or clarify it in sectoraldaor by-laws which powers the
supervisory commissions have.

Measures reported g

The supervision of the application of the measarebactions with Article 46 shall i

of 21 Septembe
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2009 to implemen
the Recommendatio
of the report

regulated on the following manner:

-The National bank of the Republic of Macedoniallgperform supervision of banks

savings banks, exchange bureaus and service pretleast money transfer;

-The Agency for supervision of insurance shall gerf supervision of insurang
companies, insurance brokerage firms, companiels mipresentation in insurang
insurance brokers, representatives in insuranceteniational bureau of insurance;
-The securities and exchange commission shall perfsupervision of the stoc
exchange market, the brokerage companies and megasfunds;

-The agency for supervision of capitally financeehgion insurance shall perfor
supervision of pension funds management companigs a

-The public revenue office shall perform supervisiof other financial institutions
trading companies organizing game of chances amer dégal and physical entitig
bearers of such measures and actions.

(2) In cooperation with the organs from paragraphaf this Article, the Office sha
perform supervision of the measures and activadication upon the subjects, whi
are determined with this law.

(3) The procedure for performing supervision tisabéing implemented by the Offi¢

shall be regulated by the minister of finances.

(4) The organs from paragraphs (1) and (2) of Atmiicle may regulate a manner a
procedure for adequate establishment and applicafithe programs for prevention

money laundering for subjects for whose supervitiey are responsible.

The draft law shall complement the provisions if #hrticle on the following manner:
(1) The supervision of measures and activitiesiegipbn that are determined by th
law shall be performed by:

-The National bank of the Republic of Macedoniallgperform supervision of banks

savings banks, exchange bureaus and service prevtitast money transfer;
-Insurance supervision agency shall perform supenmvi of insurance companie

insurance brokerage firms, companies with represemnt in insurance, insurang

brokers, representatives in insurance and the haltlmreau of insurance;

-The Securities and exchange commission of the Riegpof Macedonia shall perforn
supervision of the stock exchange market, brokecagganies and investment fund
-The agency for supervision of capitally financeehgion insurance shall perfor
supervision of voluntary pension funds and comgamhanaging voluntary pensi
funds and

-The public revenue office shall perform supervisiof other financial institutions
trading companies organizing game of chances amer dégal and physical entitig
bearers of such measures and actions.

(2) In cooperation with the organs from paragrafgh ¢f this Article and the
commissions of Article 47 of this Law, the Offichadl perform supervision of th
measures and activities application upon the std)jedhich are determined with th
law.

(3) The organs from paragraph (1) of this Artictelahe commissions from Article 4

of this Law from the field of prevention of moneauhdering and financing terrorism,

shall submit the annual plans for performing supém of the subjects according
this Law for the following year, to the Office, niatter than December in the currg
year.

(4) The organs from paragraphs (1) and (2) of Atmiicle may regulate a manner a
procedure for adequate establishment and applicafithe programs for prevention
money laundering for subjects for whose supervitiey are responsible.

(5) If during the performing the supervision, thejans from paragraph (1) of th
Article and the commissions from Article 47 of thiaw shall determine existence
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doubt for money laundering or financing terrorissnvgll as violation of the provisions

of this Law, they shall forthwith inform the Office
Article 46-a

(1) The supervision of the measures and activéjgdication determined by this Law

to the subjects, which is performed independenglyhie Office, shall be performed
permanent and temporary.

AS

(2) The Office shall perform the temporary supeorisannounced or unannounced 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 unannouwgagtvision.

(4) The method for performing supervision that &nly implemented by the Offige

shall be regulated by the minister of finances.
The draft amendments of the Law on securities slralisage new Article defining th

e
responsibilities originating from the regulatior forevention of money laundering
h

and financing terrorism to all authorized particifs|aon the market of capital whig

until now have been regulated with the Law on pnée& of money laundering and

financing terrorism, on which the Securities and¢h@ange commission acted. T
amendments also precise the measures that the Gsimmican pronounce upon t

all

he
he

authorized participants on the market of capitdliclw pursuant to the committed act

will range from reprimand to permanent terminatadrihe work permit from the legal
and physical entity having committed the infringenélhe amendments of the Law

also envisage that with a rulebook, the Commissioall regulate the measures gnd

activities that need to be undertaken by the ai#bdrparticipant of the securities
market due to revealing and preventing money latinge@nd financing terrorism. The

amendments of the Law on securities should be adagpitil the end of 2009.
In accordance with Article 98 of the Law on volugtaapitally financed pensio
insurance, the companies managing voluntary perfsiods are obliged to underta

measures and activities according to the AML Lawloraccordance with the Law, the

Agency has an authorization to perform control ki bverall work of the pensiq

funds and voluntary pension funds. In its by-lawroethod of performing control, as

Ke

=]

field of control the Agency shall state the impleration of measures and activities for

prevention of money laundering and financing tesrar by the pension funds.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

According to the article 46 of the AML/ CFT Law, ARAS supervises th
implementation of the AML/ CFT measures over thenpanies managing wit

voluntary pension funds. As mention before MAPAS2B10 conducted control ¢

AML/ CFT measures and actions in all (two) pensmompanies in Republic d
Macedonia and determine that the pension compamis$n compliance with AML
CFT obligations. They are applying their AML/ CFTogramme and their intern
AML/ CFT procedures.

The amendments to the Securities law from 201Qudela new article 180A clear
prescribes the authority to the SEC to supervisg sanction infringements to th
AML/CFT issues, the article as quoted:

“An authorized participant on the securities maikaibliged to act in accordance w
AML/ CFT regulations.

The SEC is monitoring the implementation of AML/ TFegulations by the authorizg
participant on the securities market.

Because of non-compliance in accordance with AMLFTCregulations, by a
authorized participant on the securities marke¢, 8EC could issue a decision
impose a measure referred to in article 194 oflthis.”

The authority for supervision of the authorizedtitnons including PRO is mor
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precisely defined with the changes of the AML/ QF&w.

According to Article 46, PRO performs audit of timeplementation of the measur
and activities for prevention of money launderingd afinancing terrorism at th
following subjects:

organizers of game of chances (casinos)

- legal an physical persons who perform the followsggvices: real estate trade,
audit and accounting, consulting, tax advising,

- legal persons who receive in pledge movable andavaitnle property,

- Association of citizens and foundations.
Currently PRO prepares changes in the PRO Law deroto implement in it's
competences the authority to perform audits atagersubjects who are obliged to
implement the measures and activities for AML/ Gié&vention.
The authorizations of the ISA are: conduction gfeswision of insurance undertakings,

insurance brokerage companies, insurance ageintéesance brokers and agents, and

the National Insurance Bureau; issuance and reieocaf licenses, consents, permits
in accordance with the Law and other laws in itsisfliction; pronouncing of
supervision measures prescribed by Law; enactnfesgamndary legislation (bylaws);
proposal of laws for adoption, from the insuranoendin, to the Ministry of Finances;
membership in the International Association of haswwe Supervisors, cooperatipn
with other authorized supervision institutions ¢we financial market of Republic of
Macedonia; stimulation the further development s tnsurance in the country and
rise the public awareness of the role of the instgaand insurance supervision;
supervision of the application of measures andastagainst ML/ FT in accordance
with the AML/ CFT Law.

Recommendation of The supervisory commission responsible for lawysteuld start its supervisony

the MONEYVAL | activity.

Report

Measures reported 8 The Commission for supervision of the measures autivities implementation for

of 21 Septembe| preventing money laundering and financing terrorisynthe lawyers is founded in

2009 to implement frames of the Macedonian Bar Association. In framieiss activities, the Commission

gﬁihsfgsg:{nendat'o has performed 4 supervisions where one has establigolations of the AML Law.
For the purposes of strengthening the supervisiahis implemented in this sector, the
draft law shall envisage that besides the commisdioe Office should also have
authority to perform supervision over lawyers.

Measures taken to| There have been no changes in this regard sinde@shprogress report.

implement the

recommendations

since the adoption of

the first progress

report

Recommendation of The Public Revenue Office should conduct AML/CFperiision concerning real

the  MONEYVAL | estate agents, dealers in precious metals, ded@temecious stones, dealers in high

Report value and luxury goods.

Measures reported & |n accordance with Article 46 of the AML Law, theulitic Revenue Office shall

of 21  Septembe| perform supervision of other financial institutionsading companies organizing game

2009 to implemen| o chances and other legal and physical enitiearers of such measures and acti

the Recommendatio
of the report

In the detailed plan for outer control of tax payéor the second half of 2009, t

ne

Public revenue office envisages controls with tbal-estate agencies from aspect

of

11z



applying measures for prevention of money laundesind financing terrorism, and tf
list of the agencies subject to the supervisionldees prepared.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Law at 2 real estate agencies.

According to the audit plan for 2010, the PRO pernfed audit according to AML
CFT Law at 10 real estate agencies, 5 of the audite performed as joint audits wi
the OPMLFT.

Recommendation o
the MONEYVAL
Report

f Concerning obtaining a licence for casinos, fit gmaper requirements for owne
and managers are very limited: it is only requirdtht managers have not be
sentenced for a crime in the area of games of ahamdor an economic crime. TH
authorities should introduce the necessary legalregulatory measures to preve
criminals or their associates from holding or beitg beneficial owner of a significa
or controlling interest, holding a management fimictin, or being an operator of
casino.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

An initiative for preparation of a new Law for gamEchances has been undertakel
the frames of the ministry of finances. An initietito elaborate this recommendati
has been submitted in this Law.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

New Law on games of chance and entertainment gédfésial Gazette No. 24/2011
came on force on 05.03.2011. This Law regulatesyihes, conditions and manner
organizing games of chance and entertainment games.

According to the article 57 (paragraph 3) and Et#® (paragraph 3) license for cas

shall be issued by the Government of the Repullidacedonia on the basis

application submitted to the Ministry of Financetihe company (with founding capit
not lower than EUR 2,500,000) that has attacheddtowing to the application:

1) document for registration of the company issbgdthe Central Registry of th
Republic of Macedonia and evidence for the amotititeofounding capital,

2) Article of Association;

3) rules on the game of chance;

4) certificate issued by competent authority tt@hpany managers are not effectivs
convicted to unconditional imprisonment of at lesistmonths;

5) certificate that the company has no blockedswation account in a bank for
period of at least six months prior to the appi@atsubmission, and, if th
company exists for no more than six months, froenday of its establishment;

6) certificate that the company pays salariesstelitployees on regular basis for per
of at least six months prior to the application migsion, and, if the compar
exists for no more than six months, from the daisoéstablishment;

7) certificate for paid public duties issued by gatent authority;

8) information on the economic and financial simtof the entity issued by th
Central Registry of the Republic of Macedonia, awomhg positive financial
performance of the entity for the last business,yaad, if the entity exists for n
more than one year, from the day of its establistime to the day of submittin
the offer;

9) certificate from the Penal Registry for crimirats committed by legal entities th
no supplementary penalty - prohibition for obtagiicense for organizing game
of chance is pronounced;

10) certificate from the Penal Registry for crinlinats committed by legal entities th
no supplementary penalty - revoking license foraoiging games of chance

In 2009, PRO according to the yearly plan perforraadit according to AML/ CFT
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11) certificate from the Penal Registry for crinlinats committed by legal entities th
no supplementary penalty - temporary or permaneohilpition for organizing
games of chance is pronounced;

12) evidence on origin of funds, i.e. assets aglatsireported as founding capital;

13) programme for preventing money laundering andricing terrorism in line with
the regulations governing the prevention of monayntlering and financin
terrorism.

14) evidence on origin of cash funds paid as fe®lfitaining license.

Recommendation o0
the MONEYVAL
Report

f There should be legal requirements for casino mters to prove the legitimate orig
both of the founding capital and the licence fees.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

An initiative for preparation of a new Law for gamfchances has been undertake;
the frames of the ministry of finances. An initietito elaborate this recommendati
has been submitted in this Law.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Article 40 (paragraph 3) of the Law on games ofndeaand entertainment gam
(Official Gazette No. 24/2011) defines the requieaits for companies that apply f
casino license, as follows:

“1) document for registration of the company isbilxy the Central Registry of th
Republic of Macedonia and evidence for the amotitiiemfounding capital;

2) Article of Association;

3) rules on the game of chance;

4) certificate issued by competent authority tt@mhpany managers are not effectivs
convicted to unconditional imprisonment of at lesistmonths;

5) certificate that the company has no blockeds@ation account in a bank for
period of at least six months prior to the appiaratsubmission, and, if th
company exists for no more than six months, froenday of its establishment;

6) certificate that the company pays salariesstelitployees on regular basis for per
of at least six months prior to the application migsion, and, if the compari
exists for no more than six months, from the daigsoéstablishment;

7) certificate for paid public duties issued by gatent authority;

8) information on the economic and financial sit@tof the entity issued by th
Central Registry of the Republic of Macedonia, aomihg positive financial
performance of the entity for the last business,yaad, if the entity exists for n
more than one year, from the day of its establistirap to the day of submittin
the offer;

9) certificate from the Penal Registry for crimimaits committed by legal entities th
no supplementary penalty - prohibition for obtagnilicense for organizin
games of chance is pronounced;

10) certificate from the Penal Registry for crinlinats committed by legal entities th
no supplementary penalty - revoking license foraaiging games of chance
pronounced;

11) certificate from the Penal Registry for crinlinats committed by legal entities th
no supplementary penalty - temporary or permanestiilpition for organizing
games of chance is pronounced;

12) evidence on origin of funds, i.e. assets aglatsireported as founding capital;

13) programme for preventing money laundering andnking terrorism in line with
the regulations governing the prevention of mongyntering and financin
terrorism.
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14) evidence on origin of cash funds paid as feelitaining license.”
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Recommendation o0
the MONEYVAL
Report

f The sanctions regime for DNFBP provided by the AMly is deficient in the sam
ways as described concerning financial institutiansl should be amended.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The AML Law and the Draft-Law do not divide the iies according to the activit
they carry out, i.e. do not divide the entitiesoiriinancial institutions and DNFBH
That is why all entities (financial institutions dDNFBP) have equal obligations
implement the provisions of the Law.

Measures taken to
implement the
recommendations

since the adoption of

Information provided with responses on the reconmuatan 17 that refers to th
financial institutions have cascade effect on tiNFBP.

the first progress
report

(Other) changes
since the first
progress report (e.g.
draft laws, draft

regulations or draft
“other enforceable
means” and other

relevant initiatives

Recommendation 25 (Guidelines and feedback)

Rating: Partially compliant

Recommendation o
the MONEYVAL
Report

f Though the AML Law obliges the MLPD to provide tidiged entities with genera
and specific feed-back, this is not done in practiad this should be remedied. T
may also be a reason of the uneven reporting tleatrlp exclusively banks subn
STRs. Thus more outreach to the non-banking secteguired.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

Pursuant to the provisions of Article 28 of the ANlaw , the Office is obliged t
submit feedbacks to the entities on the STR and &Jpfications.

In accordance with the AML Law provisions, at thmeleof 2007 and 2008, the Offig
has submitted a feedback containing a confirmationthe received CTR and tk
conducted analysis of all received STRs, the resfithe conducted analysis a
guality assessment of the submitted STR for theeatiyear.

As obligatory and composing step of the “ProcedareSTR analysis”, the Office i

beginning of 2009, the Office submits a confirmatior a received STR, and aft
conducting the analysis for each STR, the Officensits a specific feedback on tl
conducted analysis results (no grounds for susmicicegarding possible mong
laundering or terrorism financing, a report subeditto the responsible prosecuti
bodies or notification is submitted to the respbiegsiprosecution bodies if there g
grounds for possible other criminal activities) dhd STR quality.
The Office prepares annual report on the resultigsofictivities. This report contain
data and information on the received STR and CHR,donducted analysis and t
results. In addition, this report contains inforioaton the most frequent methods
money laundering or terrorism financing, as detaadi by the Office. The annu
report is available through the website of the ¢effifor all entities, as a gene
feedback.

A

obliged to submit specific(case-by-case) feedtaclkeach received STR. As of the
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Measures taken to
implement the
recommendations

Article 32 (paragraphs 1 and 2) of the AML/ CFT Lamgulates the (general a
specific) feed-back issues, as follows:
“(1)The Office shall be bound to immediately infotimre entity on the receipt of th

since the adoption of
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the first
report

progress

report from paragraph (1) item a) of Article 29 atdeast once a year to inform t
entities on the data checks carried out, receivetth® basis of Article 29 of this Law.
(2) The Office shall be bound to publish regulastyits official web-page informatio
in appropriate volume on the current techniquesthods and trends for mong
laundering and financing terrorism, examples okdhketd cases of money launder
and financing terrorism, unified quarterly revieWi performed controls, quarter

membership in international bodies and organization

In accordance with this AML/ CFT Law provisions,thé end of July and December
2009 and 2010 and at the end of July of 2011 thBIIH has submitted a feedba
containing a confirmation on the received CTR am&® &nd the conducted analysis
all received STRs, the result of the conductedyaimland quality assessment of {
submitted STR for the current year.

Besides information related to the Office’s act@strealized in the previous year the
reports contain information of the current techesjumethods and ML/ FT trends.

review for performed education and other acts tiegulfrom this Law or from the

As well as, OPMLFT regularly publishes its annugparts on its official web site.
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Recommendation o
the MONEYVAL
Report

f Financial institutions should be provided with alemidance on CFT issues.

Measures reported g
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The guidelines for the financial institutions agaeds the terrorism financing detectiq
as issued by FATF, can be found on the websiteeo@ffice.

n,

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The Handbook for implementation actions and meastwe prevention of mone
laundering and financing terrorism by entities sgufriendly guidebook for all oblige
entities (financial and DNFBP) with comprehensivad adetailed guidance fqg
implementation of AML/ CFT measures.

= o<

Recommendation o
the MONEYVAL
Report

Also the awareness of financing of terrorism thseahd countermeasures was qu
low. Ongoing initiatives, training and outreach tioe whole DNFBP sector will b
necessary in this regard.

f The guidance for DNFBP appears to be lower thareiation to the financial sector.

ite

Measures reported g
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

In May, 2009, the Office has prepared Guidelinestli@ non-profit organisations |
terms of terrorism financing prevention.

These Guidelines are mainly aimed towards assigti@egon-profit organisations, ag
sector which is subjected to terrorism financirgttsat they would not be used for t
purposes of terrorism financing, trends and pratiicternational cases of using t
non-profit organisations for terrorism financindhée Guidelines are available throu
the website of the Office.
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Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The Handbook for implementation actions and meastwe prevention of mone
laundering and financing terrorism by entities seufriendly guidebook for all oblige
entities (financial and DNFBP) with comprehensivad adetailed guidance fqg

(majority of) entities.
Office in cooperation with other relevant instituts or in it own organization, fq
DNFBP has delivered trainings as indicated in et
2009 | 2010
-3 trainings for notaries | -1 training for casinos

2011
-1 training for notaries

-3 trainings for lawyers | -5 trainings for real estate -2 training for NGO

implementation of AML/ CFT measures. This handbdws been distributed {
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|

| -1 training for casino agencies -1 training fosinas

(Other) changes
since the first
progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other

relevant initiatives

Recommendation 26 (The FIU)

Rating: Partially compliant

Recommendation o
the MONEYVAL
Report

f Some parts of the AML Law refer only to money lauing but do not provide a clea
legal mandate for the MLPD to deal with terroristéncing issues. Also in practice t
MLPD'’s role in combating financing of terrorismvery limited. It is recommended
make clarifications to the AML Law with regard tbet prevention of terroris
financing, particularly amending the relevant preieins and make it absolutely cle
that they also cover the prevention of terrorieaficing.
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Measures reported §
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

In accordance with the AML Law, the Office’s competes are expanded also in
field of prevention of terrorism financing, i.e etkompetences of the Office are defin
in Article 3 as follows:

“Article 3
(1) An Office for Money Laundering Preventiomand Financing Terrorisr
(hereinafter referred to as: the Office) khéle established for celiting,
processing, analysing, keeping and providintp dzbtained from the entities whi
are bound to undertake measures and actionsddétection and prevention
money laundering and financing terrorism, asbaedy within bhe Ministry of
Finance in the capacity of alegal person.
(2) The Office shall have the following competences
-collect, process, analyse, keep and prodd& obtained by the entities pursu
to this Law,

the
ed

>

ant

-collect financial, administrative and other alaand information necessary for the

performance of its competences,

-prepare and submit a report, supported wighopinion, to the competent authorit
whenever there are grounds for suspicion otommitted criminal act mone
laundering or financing terrorism,

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

-submit a request for submitting a propofal determining provisional measur
to the competent public prosecutor,

-submit a request for submitting a misdemaanprocedure to the competg
court,

-cooperate with the entities referred to itidde 5 of this Law, the Ministry of th
Interior, the Financial Police, the Public Rrostor's Office, the Customs Offic
the National Bank of the Republic of Macedontag Public Revenue Office, t
State Foreign Exchange Inspectorate, the Maiad Securities and Exchan
Commission, the State Commission for Preventid Corruption and other sta
bodies, the Agency for Supervision of Fuljunded Pension Insurance, f
Agency for Supervision of Insurance, as weal with other institutions an
international bodies for fight against money laummdgand financing terrorism,
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-conclude agreements for cooperation and exgheof data and information wi

th
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authorised bodies from third countries anterimtional organisations dealing w
fight against money laundering and financing tésro,

-supervise the entities in their applicatioh tbe measures and actions defil
with this Law,

-raise initiatives for proposals to pass laawvsd bylaws relating to the prevent
and detection of money laundering and preventibfinancing terrorism and giv|
opinion on draft laws of relevance to thesvention of money laundering a
financing terrorism,

-assist and participate in the professionalsdarvice training of the perso
responsible within the entities referred to in Aldi5 of this Law,

-determine lists of risk analysis indicators aoddetecting suspicious transactiong
cooperation with the entities and bodies qreming supervision over the
operation, and

-perform other activities determined by this Law.

(3) The Office shall file a report to thMinister for Finance and to th
Government of the Republic of Macedonia omceyear, on the activities with
the scope of its competence with daaft plan for operation for the followin
year, and may also file a report upon requesthefMinister for Finance and th
Government of the Republic of Macedonia.

(4) The assets for funding the Office shall beovimed from the Budget of th
Republic of Macedonia, whereas 10% shall gvevided from the confiscatig
performed to the benefit of the Republic of Maceédon

Furthermore, pursuant to Article 29 of the AML Latle entities are obliged to subn
to the Office the data #ected, the information and the documentsareigg the
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transactions carried out, when there is suspidhat the client, transaction or the

beneficial owner are related to money launderingfimancing terrorism, i.e. th
submission to STR regarding money laundering ootism financing is obligatory.

In cases of existing grounds to suspect a committiedinal act money laundering and

terrorism financing, pursuant to Article 35 of AMlthe Office shall immediatel
prepare and submit a report to the competent ataterities which make decisions f

any further actions. This report contains data o gerson and activities for whic

there are grounds to suspect a connection with yndaendering or terrorisn
financing.
The provisions quoted in Article 3 and 29 of AMLjthvthe draft are amended
follows:

“Article 3
(1) An Office for Financial Intelligence (hereinaftreferred to as: the Office) shall
established for collecting, processing, analyskegping and providing data obtain
from the entities which are bound to undertake mwessand actions for detection a
prevention of money laundering and financing tesrar
(2) The Office shall have the following competences
-request, collect, process, analyse, keep and geodliata obtained by the entiti
pursuant to this Law,
-collect financial, administrative and other datad anformation necessary for th
performance of its competences,
-prepare and submit a report, supported with ifisiop, to the competent authoritig
whenever there are grounds for suspicion of a cdmdicriminal act mone
laundering and financing terrorism,
- issue a written order to the entity whereby thasaction is temporarily postponed,
-submit a request for submitting a proposal foedetning provisional measures to t
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competent public prosecutor,
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-submit a request for submitting a misdemeanoucgatore to the competent court,
-cooperate with the entities referred to in Arti@leof this Law, the Ministry of thg

Interior, the Financial Police Office, the PublicoBecutor’'s Office, the Customs

Office, the National Bank of the Republic of Macaidg the Public Revenue Offic
the State Foreign Exchange Inspectorate, the MadmodSecurities and Exchan
Commission, the State Commission for PreventioBafuption and other state bodi

v

a)

je
es

and institutions, the Agency for Supervision of liflFunded Pension Insurance, the

Agency for Supervision of Insurance, as well ashwvather organisations, institutiof
and international bodies for fight against moneyntiering and financing terrorism,

-conclude agreements for cooperation and exchafiggata and information witl
authorised bodies from third countries and inteomal organisations dealing wit
fight against money laundering and financing tesrar

NS

N
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-supervise the entities in their application of theasures and actions defined with this

Law,

-initiate, propose or give opinions for laws andalms pertaining to the prevention a
detection of money laundering and terrorism finaggi

-assist and participates in the vocational trainofgthe authorized persons a
employees in the Unit for Prevention of Money Lagirilg and Terrorism Financing
the entities referred to in Article 5 of this Law,

-determine lists of risk analysis indicators and detecting suspicious transactions
cooperation with the entities and bodies perfornsingervision over their operation,
-propose establishment of a Council for combatimmney laundering and terroris
financing,

-plan and realize trainings for specialisation &mther qualification of the employesg
in the Office,

-provide explanations in the application of regwolas for prevention of mone
laundering and terrorism financing, and

-perform other activities determined by this Law.

(3) The Office performs the activities within iteropetence in accordance with ti
Law, the ratified international agreements and rmthets which regulate moneg
laundering and terrorism financing.

(4) The Office shall file a report and a workingbgramme for the following year to

the Minister for Finance and to the Governmenthef Republic of Macedonia once
year, and may also file a special report upon reijoiethe Minister for Finance and t
Government of the Republic of Macedonia.
(5) The assets for funding the Office shall be jted from the Budget of the Repub
of Macedonia, whereas 10% shall be provided froendinfiscation performed to th
benefit of the Republic of Macedonia.
(6) The funds from the misdemeanour sanctions pnoced by the Office are used f
promotion of the material basis for operationshef Office.
Organisation of the Office

Article 3-a
(1) The Office is a state administration body witlihe Ministry of Finance in th
capacity of a legal person.
(2) The Office enforces its competences on thererérritory 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 otdld data, information and docume
to the Office in the following cases:
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a) if there is suspicion or if there are reasongbbeinds for suspicion for a committg
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money laundering or terrorism financing activity,an attempt was made or is being

made in terms of money laundering or financing...”

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The AML/ CFT Law refer to ML and TF and provideeat legal mandate for th
OPMLFT to deal both with ML and TF issues.

In addition please find AML/ CFT provisions reguat the core powers of the

OPMLFT:
“Article 3

(1) An Office for Money Laundering Prevention aniddncing Terrorism (hereinafter
referred to as: the Office) shall be establishedcfalecting, processing, analysing,
k

keeping and providing data obtained from the etitivhich are bound to undertal
measures and actions for detection and prevenfiomoaey laundering and financin
terrorism, as a body within the Ministry of Finaninghe capacity of a legal person
(2) The Office shall have the following competences

- to seek, collect, process, analyse, keep anddealata obtained from the entities pn

the basis of this Law,

- to collect financial, administrative and othetadand information necessary for the

performance of its competences,

- to prepare and submit reports supported withofigion to the competent state

authorities, whenever there are grounds for sumpiof commitment of the crime ¢
money laundering or financing terrorism,

- to notify the competent state authorities of ¢éixéstence of grounds for suspicion
commitment of any other crime,

- to issue a written order to the entity wherely tifansaction is temporarily postpong

- to lodge a request for submitting a proposaldetermining temporary measures
the competent public prosecutor,

-submits order for monitoring of the business fetato the entity;

=+

of

to

- to submit a request for instigation of a misdenoes procedure to the competent

court,

- to co-operate with the entities referred to irtide 5 of this Law, the Ministry of

Internal Affairs, the Financial Police, the PubRcosecutor's Office, the Customs
Administration, the Public Revenue Office, the &tRbreign Exchange Inspectorate,

the Securities and Exchange Commission of the RigpofbMacedonia, the National
Bank of the Republic of Macedonia, the Agency fap&vision of Fully Funded
Pension Insurance, the Agency for Insurance Sugieryithe State Commission for
Prevention of Corruption and other state autharitiad institutions, as well as with

other organisations, institutions and internatiobhatlies for fight against mone
laundering and financing terrorism,
- to conclude agreements for co-operation and dathinformation exchange wit
authorised bodies from third countries and inteama organisations dealing wif
the fight against money laundering and financimgptésm,
- to supervise the entities in their applicatiortted measures and actions stipulated
this Law,

y

0

by

- to raise initiatives or provide opinions on laarsd bylaws relating to the preventipn

and detection of money laundering and financingptesm;

- to assist and participate in the professionaktigament of the authorised persons and

personnel of the Department for Prevention of Moheawyndering and Financin
Terrorism in relation to the entities referrednAirticle 5 of this Law;
- to determine lists of risk analysis indicatorsl dar detecting suspicious transactidg
in co-operation with the entities and authoritiesforming supervision over the
operation,
- to plan and provide training for the developmemd qualification of the employees
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the Office,

- to provide clarification in the application ofehregulations for the prevention
money laundering and financing terrorism,

- and to perform other activities determined by thaw.

(3) The Office shall perform the matters within @smpetence, in accordance w

Law, the ratified international agreements reguotatithe prevention of money

laundering or financing terrorism.

(4)The Office shall perform the supervision works the accordance with the

regulation for inspection supervision, if not othiese stipulated by this Law.

(5) The personal data collected for the purposehisfLaw shall be used according
the Law and the regulation for personal data ptimtec

(6) Once annually, the Office shall prepare a reporthe activities within the scope

its competence with a plan for operation for thiofeing year and shall submit it to
the Minister for Finance and to the Governmenth&f Republic of Macedonia. The
Office may also file another report upon requesthaf Minister for Finance or the

Government of the Republic of Macedonia.

(7) The assets for funding the Office shall be ted from the Budget of the Republi

of Macedonia.
Article 29

(1)The entities shall be bound to submit to theideffthe data collected, the

information and the documents to the Office infdllwing cases:

(a) when there is suspicion or there are groundsuspicion that money laundering
financing terrorism has been performed or an attdmp been made or is bei
made for money laundering or financing terrorism,

(b) in case of cash transaction in the amount oRE3,000 in denar counter-value
more,

(c) in case of several connected cash transactiotise amount of EUR 15,000
denar counter-value or more.

Article 35

(2)Whenever there are grounds to suspect a conthattminal act money laundering

or financing terrorism, the Office shall immedigt@repare and submit a report to the

competent state authorities which make decisionarfg further actions.

(3)The report referred to in paragraph (1) of tAigicle shall contain data on the

person and actions suspected to be connected vatieynlaundering or financin
terrorism.
(4)In case of grounds for a suspicion for perforro#ter criminal act besides mon

laundering and financing terrorism, the Office shatepare and submit written

notification to the competent state administraboeelies.

Order for Monitoring of Business Relation
Article 35-a

(1)When there is a doubt for money laundering oaricing terrorism, the Office may
submit an order in written form for monitoring dfemt's business relation to the client.

(2) The entity shall inform the Office on the tranBons which are performed
should be performed within the frames of the bussnelation in accordance with t
directions given in the order.

(3) In the order from paragraph 1 of this Artidlee Office shall determine the terms
which the entity shall be obliged to deliver thensaction data from paragraph 2 of t
Article.

(4) If the entitycannot inform the Office withinéhterms from paragraph 3 of th
Article due to objective reasons, it shall be botmihform the Office and to explai
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the reason due to which it did not delivered theification in the given term
immediately after the elimination of the conditions

three months at the longest and in legitimate csesduration of the measure may
longer than six months.

Provisional Measures
Article 36

Office may submit an application to the competemblig prosecutor for submittin
proposal for determining provisional measures.

(2) The Office shall submit a written order to @ity for temporary postponement
the transaction.

(3) Postponement of the transaction shall last artburt decision is adopted upon {
proposal, within 72 hours from the postponemertheftransaction at the latest.

Article 44

(1) The Office may conclude cooperation agreemeftts authorised bodies from thir
countries, as well as with international organ@ai are included in fight again
money laundering and financing terrorism.

(2) The Office may, within the international coogiion, request data and submit
data received pursuant to this Law to the authdrisedies and organisations of th
countries, spontaneously or upon their requestumttr condition of reciprocity, g
well as to international organisations dealing ighf against money laundering a
financing terrorism.

Article 46
(1) The supervision of the application of measumed actions laid down in this La
shall be performed by:
the National Bank of the Republic of Macedonia dvanks, savings houses, excha
offices and providers of fast money transfer;
the Insurance Supervision Agency over insurancepemies, insurance brokera
companies, companies for representation in inseransurance brokers and insurat
agents;
the Macedonian Securities and Exchange Commissien the brokerage companig
persons providers of investment advisors servicgs@mpanies for management
investment funds;
the Agency for Supervision of Fully Funded Pensiosurance over the compani
managing with voluntary pension funds;
the Public Revenue Office over trade companiesnisgey games of chance (casin
as well as other legal and natural persons perfayittie following services: trade wit
real estate, audit and accounting services, pavisf services in the area of taxes
provision of consulting services, legal entitiedaifing movables and real estate
pledge and citizens associations and foundatiods an
the Postal Agency over the post office and legditiea performing telegraphi
transmissions or delivery of valuable packages.
(2) The Office shall supervise the application lo tmeasures and actions determi
by this Law over the entities in cooperation witle bodies referred to in paragraph
of this Article and commissions from Article 47thfs Law or independently.”

Recommendation o

f The MLPD should have timely (preferably online) esx to more database
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(5) The monitoring of the business relation frommggaaph 1 of this Article may las

prolonged by one month, with which the monitorirfgthte business relation may last

(1) In case of suspicion of criminal act money kening or financing terrorism, the
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the
Report

MONEYVAL

particularly the police database, criminal regis@md court register.

Measures reported §
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

Pursuant to Article 34 of the AML Law, the Office entitled to request data a
documentation from state bodies, financial ingtitug or other legal or natural entitig
Within a timeframe of ten working days as of theeipt of the request, thes
institutions are obliged to submit the requesteid da the Office by electronic mea
or by using the telecommunication means (telephtehefax), and if the previous is n

possible, by using other written means.

In order to provide timely and fast data which uefhce the Office’s efficienc
strengthening in the part pertaining to the STRhai® the Office has establishg

electronic communications with the following instibns:

No. | Institution Connection Type Provided Data

1 Ministry of Interior through Lotus Domind Personal
mail client Identification

Evidence, Vehiclg
Mail communication with| Assets Data, Penalty
encrypted data and defing records
structure (on request).
2 Employment Servicd Mail communication with| Persons Employmerjt
Agency encrypted data and defind History
structure. (on request)

3 Central Registry Internet access throuq Legal Subjects
web page with usernan] Establishment,
granted full permissions | Ownerships,

Managers Data

4 Public Revenue Office Internet access throuq Annual Tax Report
web page with usernan] Data for Legal
granted full permissiong Entities
(on request)

5 Money Transfer — Wester| Mail communication with] monthly report with

Union encrypted data and defind top amount and top
structure. transaction

6 Banks Mail communication with| encrypted XML files
encrypted data and defing for: CTR
structure. transactions, STR,

loans  transactions
and additional datq
requester by FIU
according article 34
from AML/CFT law

7 Customs Administration VPN Connection Cash entering anfl

leaving the country
border line, export
import of goods ang
customs declarationd

8 Agency  of Financial Mail communication with| monthly report with

Support of Agriculture anq encrypted data and defind data for financial
Rural Development structure. support of
agriculture
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9 Pension and disability Mail communication with| Persons Pensioh
insurance fund o] encrypted data and defing Fund Data
Macedonia structure

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Except the connection with the banks which is MBb@ictured (Multi Protocol Labe
Switching) there have been no changes in this degjace the first progress report.

Recommendation o
the MONEYVAL
Report

f The provisions regulating the exchange of infororatbetween the MLPD an
investigative bodies are too unspecific and theresame unclarity of the AML La
whether it is allowed to exchange information wather state bodies even without
suspicion of any criminal activity. It should beugfied that this possibility is reduce
to cases where there are grounds to suspect maaaydéring or financing o
terrorism.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

Pursuant to Article 33 of AML Law, the data andoimhation analysed and process
by the Office cannot be used for other purposesmxhose defined with this Law, i.
for the purposes of preventing money launderingearorism financing and it is ng
allowed to exchange information with other stateliee even without a suspicion

any criminal activity.
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Measures taken to
implement the
recommendations

since the adoption of

Article 34 (paragraph 4) prescribes that the OPMItR8y exchange information with

the competent authorities for carrying out ML/ Rivestigation and the supervisg
bodies, for AML/ CTF purposes.

ry

the first progress

report

Recommendation of Banks send the vast majority of STRs (and also CER&he MLPD; the authorities
the  MONEYVAL | should undertake efforts (including guidance) t@rémse the number of STRs
Report submitted by other reporting entities.

Measures reported & The Office has undertaken a number of activitie®aled towards increasing the
of 21 Septembe| qwareness of the entities as regards the risks frmmey laundering and terrorism
2009 to implemen

the Recommendatio
of the report

financing on one side, and the activities for meffecient implementation of the AML

Law provisions, on the other side.

Within the frames of the twinning project traininggere realized which coverg
diverse profiles of entities. Within the framestbis project, more than 75 activitig
were realized, and more than 400 persons wereetfaiwho were from differen
institutions involved in the fight against moneyit@ering and terrorism financing.
The preparation and publishing of the two booksdt®gy for Prevention of Mone
Laundering and Terrorism Financing" and "Office Ryevention of Money Launderin
and Terrorism Financing" has largely contributedtlie awareness raising. The
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publications were submitted to the entities, andloa also found on the website of the

Office. In addition, pursuant to the AML Law preions, the Office, in cooperatig
with the supervision bodies and the entities, h&pared indicators for detection
suspicious transactions, which are available tcetitdies at the website of the Office
In accordance with the provisions of Article 3, gmgnaph 2, of AML Law, the Officg

participates in the vocational training of the m@sgible persons within the entitigs.
Upon invitation of the entities, the Office shallarpicipate in their trainings.

Furthermore, upon its own initiatives, the Officeganises trainings attended by
entities from a particular profile, or makes oresitisits or has meetings with t
entities, during which there are discussions almmrtain arguable issues so as

improve their practical implementation.

n
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Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The OPMLFT has continued to undertake a numberctifies directed toward
increasing the awareness of the entities for thé MLrisks.

OPMLFT in cooperation with other relevant insiibais or in it own organization, fa
obliged entities has delivered trainings as indidah the table:

2009 2010 2011

-3 trainings for -1 training for casinos -1 training for notaries
notaries -5 trainings for real estate -2 training for NGO

-3 trainings for lawyers agencies -1 training for casinos

-1 training for casino | -3 trainings for money transfer-1 training for a bank

-7 trainings for banks remitters -1 training for a company

-3 trainings for -14 trainings for exchange for issuing and
exchange offices offices administering credit
and saving houses | -1 training for insurance cards

-1 training for companies -2 trainings for auditors

insurance houses
-1 training for money

transfer remitters
-1 training for

brokerage houses

-1 training for insurance
brokerage houses

-1 training for insurance
agents

As well as, the “Handbook for implementation acti@nd measures for prevention
money laundering and financing terrorism by ergitidhas been published ar
distributed to the (majority) of the obliged emi

Recommendation o
the MONEYVAL
Report

f Customs Authorities send a huge number of CTRsiid topies in huge quantitie
which do not allow a systematic analysis, particiylain case of multiple cas
transactions in smaller amounts over a period ofetiby the same persons. Thus,
authorities should consider the use of an electramporting system also for the
CTRs similar to the system used by banks in omlalidw a better analysis.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

1.Customs (VPN connections)

Reports for money cash take in/ take out of theddéorin accordance wit
legislation

The data of this report is provided through the veelvice. This report
custom writes in their system and simultaneousty thre available on the we
service. On our side the process is automated. ¥ieera data appears on {
web service, it is executing a job and writes thaga in the database. This d
is accessed through application module ICM.

Custom declarations reports

This stage is provided through direct communicatbordatabase level. In th
physical level we set a high level security lineiath connects the tw
databases and provides encrypted traffic transomsn the data layer there
strictly defined set of data, at the same timezirid) the feature on database
exchanging data it is transmitting to our side.sT$et of data is directly store
from their database in our database. There islg jd&i which updates the s
of data.

Before electronically receiving the data from thasms, we received a data
hardcopy. All received hardcopy data form 01.01&@0& putted manually into th
database trough ICM application.
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Measures taken to
implement the
recommendations

There have been no changes since the First Prdgegest.
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since the adoption of
the first progress
report

(Other) changes
since the first
progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other
relevant initiatives

Recommendation 30 (Resources, integrity and trainiy)

Rating: Partially compliant

Recommendation o0
the MONEYVAL
Report

analysing STRs, CTRs) satisfactorily.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

In order to realize its legal competences in a meffieient and quality manner, th
Office has increased the number of its employeesinD the evaluation, the number
employees was 9, whereas today that number hasasenl to a total of 32 persons
official-director, 20 civil servants and 12 contieat employees). The new employs
were provided with trainings within the twinningoject for their more efficien
fulfilment of their tasks. For the realized traigs of the Office’s employees s
Annex 1 - List of Activities for Awareness Raisingd Realized Trainings.

Measures taken to
implement the
recommendations

since the adoption of

Total number of employees of the Office is 30 (fiedior and 29 civil servants). A
employees constantly receive adequate trainingheir more efficient fulfilment of
their tasks.

f The staff of the MLPD should be increased enabitnp cover all its tasks (e.g.

t

e
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the first progress

report

Recommendation of Officers of the relevant departments within the istity of Interior and Customs should

the  MONEYVAL | be provided with adequate training for combatingne laundering and terrorist

Report financing.

Measures reported g In 2007, 1 training was realized which covered 3playees from the Customs

of 21 Septembe| Administration of RM, and in 2008, 8 trainings wem@alized, which covered 16

2009 to implement cystoms employees, whereas in 2009, 6 training® wealized which covered 37

the Recommendatio| -\;stoms employees.

S S LEeln In 2008, representatives from the Financial Poldéice participated ay 18 seminars
and trainings (of which 16 in the country and 2aaal), in 2009 at 16 seminars and
trainings (of which 13 in the country and 3 abroaolganised by the Council of
Europe, the US Embassy, TAEX, Twinning Project loé tOffice and the Public
Prosecutor's Office, etc. The trainings, i.e. thmigsars, refer to the introduction and
transfer of knowledge from other countries acquitteugh detection of cases with
money laundering, terrorism financing, financiavéstigations of the perpetrators |of

criminal acts etc. In 2007, 79 trainings were i for the employees of the Minist
of Interior, in 2008, 67 trainings were realizeddan 2009, 16 trainings were realize

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

There is a “Training Centre” for police personndihin the Mol, which continuously
organizes various types of trainings and semirarshie needs of the Mol. Within th
Centre, specialized seminars and trainings foerffit issues covering the field of t
organized crime are organized, but in each of thibatrefer to crimes that genera
illegal profit, certain time is dedicated for traig for money laundering. In 2010 tf
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Mol took part or organized 12 trainings, specificaledicated to the issue of ,, mon
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laundering and other proceeds of crime* or ,finagcterrorism®, while starting fron
01.01.2011 till 31.06 personnel from the Mol to@ktgn 4 trainings.

In the period from 01.01.2009 to 30.06.2011, 16ing events were organized for t
customs officials in which 56 participants weredhwed. The trainings were organiz
in the field of Anti-Money Laundering and Countegfforism Financing and in th
field of Combating Organized Crime.

Recommendation o0
the MONEYVAL
Report

f More training and staff for the Insurance SupemisDivision is needed.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

Representatives of the Insurance Supervision UMinristry of Finance, participate
at 3 trainings conducted within the frames of thwinhing Project of the Office. Ir
cooperation with GTZ, the Insurance Supervisiontnépared and issued a Man
for prevention of money laundering and terrorismaficing in insurance and Manu
for the manner of conducting supervision of theilagace companies.

Measures taken to
implement the
recommendations

since the adoption of

In the framework of the trainings organized by @EMLFT for insurance sector th
staff of the ISA has been involved.

the first progress
report

(Other) changes
since the first
progress report (e.g.
draft laws, draft

regulations or draft
“other enforceable
means” and other
relevant initiatives

Recommendation 31 (National cooperation)

Rating: Partially compliant

Recommendation o
the MONEYVAL
Report

f The evaluators recommend clarifying the competerafethe investigative bodieg
(clearly defining which authority is competent ihieh cases).

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

Pursuant to the Law on Public Prosecutor’'s Offiertéred into force in Decembe
2007), the Public Prosecutor's Office has managiol@ in the pre-investigativ

institution shall be involved or shall be in chaafehe pre-criminal procedure or sh
engage enforcement officers from one or more lafereament agencies, which sh
be under its competence till completion of the egwi

While applying the Special Investigative Measutbgyre is no possibility for confli
while attempting to prove these acts having in nihat although several agencies
legally authorized to conduct Special InvestigatiMeasures, the necessd
enforcement capacities are only with the Ministfylrgerior, whereas the instructiq
for their application can be issued only by the |RuBrosecutor (in case of unknoy
persons), as well as the investigative judge basearequest of the Public Prosecut
Office (in case of identified persons); therefotbere are no possibilities fq
overlapping of competences in practice.

The "Guidelines on the manner of conducting crifningestigations in the police i
the Ministry of Interior”, applied as of July 2008ere prepared within the Ministry (
Interior. The Guidelines regulate the intersectdiatier-institutional) cooperation fq

cases in which the Special Investigation Measuresapplied and in investigations
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which those measures are not applied, but, in afhemmstances (extended timefran
need from various types of expertise, efficiencgréasing, etc.), intersecton
cooperation is hecessary.

Having in mind the frequency of such criminal aitis in the Republic of Macedoni
as well as the number of agencies, their capacias possibilities (legal), and th
population number and territory of the RepublidvMaE#cedonia, there are endeavours
make the "team approach" dominant as regards testigation procedures, in whig
the Public Prosecutor's Office has a dominant netéch is always applied whe
dealing with “money laundering” and “terrorism fim@ng”, especially because tf
Basic Public Prosecutor's Office is competent fois ttype of organised crime af
corruption, thus making their involvement in intational or central level cases
“‘commitment” and a need. The practical previouseeignce has shown constructi
cases when for a particular criminal act "abuseffiial position and authority", th
Mol has proven the material aspect of certain pulpliocurements, whereas t
Financial Police has proven the financial aspecthis manner, one is able to provi
more quality evidence material for the arraignnefrthe Public Prosecutor's Office
compared to the investigation within a single aspec

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

There have been no changes in this regard sindeshprogress report.

Recommendation o0
the MONEYVAL
Report

f There should be an authority or a mechanism in glansuring a nation-wide polig

on cooperation or appropriate coordination in thentbat against money launderiy
or financing of terrorism.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The realisation of activities foreseen with the iblal Strategy for Prevention ¢
Money Laundering and Terrorism Financing is cocatkd by the Council fo
combating the money laundering and the terrorisrarfting (hereinafter referred to
the Advisory Authority).

The Advisory Authority monitors and coordinates tiealisation of activities referre
to in the Strategy, directs and creates the ndtiquditics for cooperation an
coordination in the fight against money laundeiangl terrorism financing.

The Advisory Authority consists of representativieem all relevant institutions

included in the system for prevention of money tnng and terrorism financing.

Measures taken to
implement the
recommendations

since the adoption of

For the promotion of the inter-institutional coogigon and according to the article 3
a of the AML/ CFT Law , the Government of the Repulmf Macedonia shal

establish Council for Fight against Money Laundgrifinereinafter referred to as:

Council) on a proposal of the Minister for Finan@PMLFT). The work of the
Council shall be managed by the director of the @PW and its members al

managing and responsible persons from the Mol, $¢tiyiof Justice, Ministry of

Finance, Basic Public Prosecutor's Office for Pcosimg Organized Crime an
Corruption, Financial Police Office, Customs Admsiriition, PRO, NBRM, Insurang

Supervision Agency, MAPAS, SEC, Postal Agency, &l as representatives of the

Bar Association and Notary Chamber.
The Council will continue with the work of the Adwairy Authority and as well as wit
the realization of the objectives of the Nationdtafegy for Combating Mone
Laundering and Terrorism Financing for the peridil2-2014. The OPMLFT h4
initiated the establishment of the Council.

the first progress
report

(Other) changes
since the first
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progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other
relevant initiatives

Recommendation 32 (Statistics)

Rating: Partially compliant

Recommendation o0
the MONEYVAL
Report

f One of the authorities involved (perhaps the prosen or the judiciary) shoulg
maintain comprehensive and more detailed statisttms money launderin
investigations, prosecutions and convictions oreothierdicts (as well as wheth
confiscation has also been ordered) indicating avdy the number of persons involy
but also the number of cases/offences but alsdgingvinformation on the underlyin

(whether it was prosecuted autonomously etc.).

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The statistics managed by the Ministry of Inteovers the following: criminal ac
predicate criminal offence (if determined), perptir(s) of criminal offence
(complete personal details), title of legal entdgmage on property, short descript
of the offence, as well as "additional data”.

The Ministry of Interior obtains the information dine filed criminal complaint afte
the completion of the court procedure with submissif the final ruling.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

There is a practice within the Mol to keep recoadsall STRs received from th
OPMLFT, which usually fall within the competencetbé Unit for money launderin
and economic organized crime. This Unit also reze@ll the requests from the Pub
Prosecutor Office ( requests for checks to be mguba suspicions on the mention
criminal acts), as well as all the documents reaztivn the Mol (reports from citizen

exchange). This provides for a possibility to keegords and to follow the cases whi
are being undertaken by the Mol. Considering tloe flaat Center for Suppression
Organized and Serious Crime within the Mol (the tUioir money laundering an
economic organized crime is its integral part) bagacity to apply SIMs, in practic
this sets up a “condition” for the Unit to be infoed or included in the checks, and
the same time is made possible to update the &wlyhd the statistics of the M
regarding the money laundering and terrorism firemcby submitting appropriat
written templates.

Recommendation o
the MONEYVAL
Report

f The MLPD should keep statistics concerning the rarnaimd results of the report
disseminated from the MLPD to other institutionsivéstigations, indictment
convictions, persons involved, cases).

predicate crimes and further characteristics of ttespective laundering offencg

or associations, anonymous reports, reports frate shstitutions or international data
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Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

Pursuant to Article 32, paragraph 3, of the AMLe ttompetent Public Prosecutor g
other state bodies shall be bound to notify tiffc©on every initiated procedure fi
criminal act money laundering and financing tesm, and pursuant to paragraph
courts shall be bound to submit to the Office edfective rulings for criminal act
money laundering and financing terrorism.

nd

Dr
5,

5

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Article 32 (paragraphs 3, 4 and 5) gives powerhe OPMLFT to keep statistig
concerning the number and results of the repogsediinated from the OPMLFT
other institutions, because:

“(3)The competent state bodies shall be bound tdynihe Office on every initiateq
procedure for criminal act money laundering andriiting terrorism.

(4) The Public Prosecutor’s Office shall be bounditform the Office of eac

)

h

submitted criminal report against perpetrators ofminal actions for which
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imprisonment is determined of at least 4 yearswainidh are suspected to have gair
material benefit.

(5) The Public Prosecutor’s Office for prosecutmnorganized crime and corruptid
shall be bound to inform the Office on each suledittriminal charge, indictment ar
effective verdict for criminal acts money laundegriand financing terrorism eve
three months.”

ed

nd

Recommendation o

the
Report

MONEYVAL

f More statistical data on AML/CFT mutual legal assixe issues (e.g. nature
mutual assistance requests; the time required todkea them; type of predical
offences related to requests) is needed to showeftbetiveness of the system.

of

Measures reported ¢

of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The Ministry of Justice keeps statistics on thesigsd and submitted mutual assista
requests and mutual assistance requests for whiitina were undertaken.

nce

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The Ministry of Justice keeps statistics on thenesd and submitted mutual assista
requests and mutual assistance requests for whiidna were undertaken.

nce

Recommendation o

the
Report

MONEYVAL

f All supervisory authorities (and not only the NBRidathe SEC) should keep statist|
on supervision.

Measures reported ¢

of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The Securities and Exchange Commission of the RiepabMacedonia performs o
site (with or without prior notice) and off sitepmrvision of authorised participants
the capital market. The Commission keeps registoieall performed controls over th
authorised participants at the capital market;hfemore, the Commission also kee
registries on the pronounced measures againsutherged participants at the capi
market, as well as on the entire correspondende alitrelevant institutions whic
represent results from the performed controls. muUAO08, SEC has conducted a tq
of 35 on-site controls of the authorised participaat the capital market, of which
were without prior notice whereas the remaininga28 regular controls. Furthermol
until and inclusive of 01/06/2009, the Commissi@s ltonducted a total of 22 on-s
controls of the operations of the authorised pigwiats at the capital market, of whi
7 were exceptional, whereas the remaining 15 wegelar.

The NBRM, during 2007, has conducted a control ¢lverapplication of measures a
activities for prevention of money laundering aeddrism financing for 5 banks,

savings houses, 332 currency exchange offices &@nthst money transfer servi¢
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providers; during 2008, it has conducted 21 confivolbanks (19 full and 2 parti

NBRM in 2007, 1 settlement procedure in 2008, arsdtflement pcedures in 200

procedure in 2008.
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controls), 14 savings houses, 223 currency exchaffiges and 16 fast money transter
service providers, and in period from 01.01.200882009, it has conducted controls
for 9 banks, 63 currency exchange offices and tLrfemey transfer service provider.
Based on the determined condition from the real@eatrols, in 2007, 1 correctional
measure was pronounced for a bank, and in 2008pr@&ational measures were
pronounced for a bank. 1 misdemeanour procedureinitieted against the banks by

1 settlement procedure was initiated by the NBRMG08 against the savings houses.
8 misdemeanour procedures were initiated agaimstctirency exchange offices by
NBRM in 2007, and 4 misdemeanour procedures antated 1 misdemeanour

The Ministry of Finance, the Unit for Insurance 8npsion, conducts regular on-site



and off-site supervisions and additional supervisid it finds that it is in the bes
interest of the insured parties. The Ministry keeegistries for the entities in th
insured market, and also keeps registries for tbadwacted supervisions ar
pronounced measures. The Insurance Supervision hhast established its ow
database. The data are public and are regularlsped on the website of the Minist
of Finance (in the part-financial system-insurarggerts). Upon completion of th
business year, the Insurance Supervision Unit pespan annual report on ti
condition of the insurance market in the RM. Thapart,inter alia, contains data, o
the conducted supervisions throughout the yeattmgronounced measures.

The Agency for Supervision of Fully Funded Pensloeurance (MAPAS) keep
records of the undertaken measures against peosiopaniesThe Agency perform
regular on-site and off-site supervision of thegiem companies and pension funds.

Off-site Supervision

The Agency, on a daily basis, as proactive conpetforms off-site control of a
activities with the funds of the obligatory pensfonds.

On a quarter basis, the Agency controls the acemyratnd financial reports of th
obligatory pension funds and the companies for ament with obligatory pensia
funds, the minimum amount of liquidation funds whiare to maintain the compani
for management with obligatory pension funds, theimum capital amount which i
to maintain the companies for management with abbiy pension funds.

On-site Supervision

In accordance with the Annual Plan of the Agenayciontrol of the operations of th
pension fund management companies in 2008 a comiad conducted for th
operations of the pension fund management compdimsstutional control) in the
premises of both companies. Within the frames ef itistitutional control and i
accordance with the Annual Plan, the Agency haslected a control in 31 brang
offices of the business associates of the companies

In addition, in 2008, a regular on-site control veasried out over the operations
both companies for obligatory pension fund managem@nancial control), in
accordance with the Annual Plan of the Agency fanitbl of the pension fun
management companies for 2008. The control wasedanut in the premises of bo
companies.

The Agency keeps relevant statistics for all penfed on-site controls and underto
measures.

The Public Revenue Officén June 2009, performed supervision over the agiidin
of measures and activities defined with the AML Liem4 casinos and has conclud
that there is an infringement in accordance witticke 49, paragraph 1, indent 21
three casinos, i.e. they have no prepared progranfore protection from mone
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laundering and terrorism financing. A settlemerbcedure was suggested for the

infringement in accordance with Article 53 of thiA.

The Office, within the period from 30.10.2008 (dd4h® adoption of the Rulebook fq
inspection supervision procedure (Official GazaifeRM 37/08)) till 1 July 2009
performed inspection supervision over the followiegtities: Banks-2, currend
exchange offices-22, savings houses-1, insuranopaoies-2, casinos-2.

From the aforementioned supervisions, 22 notices wenounced, 4 settlements w|
total value of MKD 5.050.030 were realized, 2 resjaevere submitted for initiation ¢
misdemeanour procedures, whereas the remainingvisipas are ongoing. Recorg
are kept for those data.

Dr

y

th
pf
s

Measures taken to

The OPMLFT keeps statistic on conducted inspectiopervisions over the oblige
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implement

the

recommendations
since the adoption of

the first
report

progress

entities. In accordance with AML/ CFT Law the OPMLRas conducted the following
inspection supervision:
* In 2009: Banks — 6, exchange offices — 22, inswwatmmpanies — 2, brokerage
companies -2, casinos — 2, saving houses - 1 ahéstate agencies 5;
* In 2010: Banks- 3, exchange offices — 14, insurdmwkerage companies — [1,
casinos — 1, fast money transfer- 2, real estatac@gs 6 and NGO 27
* In 2011: Banks- 2 and NGO 1
Findings from the conducted inspection supervistbe OPMLFT imposed 26
corrective measures (for 1 bank, 22 exchange offeoed 2 brokerage companies,)| in
2009, 38 corrective measures (for 1 bank, 4 exaharfifces, -1 insurance brokerage
company, 1 casino 5 real estate agencies and 22)NiG 2010 and 1 correctivie
measures (for 1 NGO) in 2011. The OPMLFT initiate@ settlement procedures
(against 2 banks, 2 insurance companies, 2 caslnbsmkerage company and 3 real
estate agencies) in 2009, 1 settlement procedgaing 1 bank,) in 2010 and |0
settlement procedures in 2011. The OPMLFT initicetiisdemeanour procedures|in
front of the competent court (against 1 bank, irgpkiouses, 1 insurance companies, 1
brokerage company and 1 real estate agency) i, ZDhisdemeanour procedures in
front of the competent court in 2010 and 0 misderoaa procedures in front of the
competent court in 2011.
In 2009 NBRM conducted examination of measures actibns for prevention of
money laundering and financing terrorism as follod8 examinations in banks, 10
examinations in savings banks, 146 examinationsexohange offices and 34
examinations in fast money transfer services. [h02BBRM conducted examinations
as follows: 17 examinations in banks, 9 examinatidn savings banks, 244
examinations in exchange offices and 1 examinatidiast money transfer service. |n
the first half of 2011 NBRM conducted examinati@ssfollows: 11 examinations in
banks and 58 examinations in exchange offices. ifgsd from the conducted
examinations imposed corrective measures for &ban2009, corrective measurges
for 3 banks in 2010 and corrective measures foaks in the first half of 2011.
NBRM initiated 10 settlement procedures againstkbaim 2009 and 3 settlement
procedures in 2010. NBRM initiated 2 settlememicpdures against savings banks in
2009. NBRM also initiated 6 settlement procedured & misdemeanour procedyre
against exchange offices in 2009 and 10 settleqpmtedures and 5 misdemeanour
procedures in 2010.
MAPAS keeps records and evidence for all the meastaken due to supervision
activities. Also MAPAS has statistics for these meas and activities.
The SEC is including AML/CFT issues in its regukampervision of the authorized
market participants. In 2010 the SEC has condu€ecegular controls in which the
authorized personnel has also included AML/CFTasswhile in the first half of 201
the SEC has conducted 9 regular controls. So farGbmmission has not imposed
measure for violation of articles of AML/CFT issud$ie SEC keeps registries for all
performed controls over the authorised participantthe capital market; furthermorne,
the SEC also keeps registries on the pronouncedsures against the authorised
participants at the capital market, as well as lom éntire correspondence with gll
relevant institutions which represent results fittvn performed controls.
In 2010, PRO according to the yearly plan for auditcording to the AML Law
performed total 12 audits (10 real estate ageraiels2 casinos). The audits in 5 real
estate agencies were performed as joint audits @RMLFT. Irregularities were
ascertained in 5 real estate agencies (the agediciesot have prepared AML/ CHT
programmes) and procedure according to Article 58-the AML/ CFT Law was

13¢



implemented.

Recommendation o
the MONEYVAL
Report

f The supervisory authorities should keep comprekenstatistical information on th
exchange of information with foreign counterpaiteluding spontaneous exchange
information).

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

Pursuant to Article 48, paragraphs 1 and 3 of AMiwi_the supervision bodies ha
the following commitments:

“(1) The bodies and institutions referred ito Article 46 of this Law and th
commissions referredo in Article 47 of this Law shall be balio notify the
Office of the request submitted to initiate misdemeanour procedure for
offence committed referred to in Article 49, 581 and 52 of this Law by th
entities which are supervised of the initiatetflement procedures and the outcom:
these proceedings.

(3) The bodies and institutions referred ito Article 46 and the commissio
referred to in Article 47 of this Law shabe bound toinform the Office,
without delay and occasionally, at least twacgear, of the supervision carried (
over the entities and on the findings from the suip®n carried out.”

The option for NBRM to exchange data with foreigimparvisory bodies is defined

refers to the banks and the saving houses foumdteticountry. However, taking inf
consideration the existing legislation, sharehadee. partners to the saving houses
RM can be only domestic legal and natural entifidgs limits the possibility for the
foreign entity to be a shareholder/partner to #nérg house, i.e. limits the need f
exchange of information with foreign supervisorydles on the manner of operatio
and supervision of the saving houses in RM. Sinplavisions exist in the Law o
performing the fast money transfer service and th& on Foreign Exchang
Operations, which regulate the fast money transéevice, i.e. the currency exchan
operations. The fast money transfer service andtinency exchange operations ¢
be performed only by domestic legal entities whiebre licensed by the Nation
Bank. Therefore, the need for exchange of inforomatand data with foreig
supervisory bodies is limited with these entities.

The international cooperation, exchange of data a&mfdrmation between th
supervisory bodies and foreign counterparts andtdtéstical data management for t
type of cooperation is subject to regulation ofblevant laws and bylaws.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The option for NBRM to exchange data with foreigimparvisory bodies is defined
Article 34 of the new Law on the National Bank dfetRepublic of Macedoni
("Official Gazette of the RM" No. 158/2010), ands@lrefers to the banks and f{
saving houses founded in the country.
Article 225 in the Securities law envisions tha $EC shall have the authority to en
into Memoranda of Understanding or other typesa avith regulators of securitie
markets from other countries and other financigjulators for the purposes
coordinating and cooperating with regard to enforeet of this Law, other laws an
regulations deriving from them. The SEC may shaferination under the agreemer
entered into under paragraph (1) of this Articlefhe exchange of confidenti
information shall be performed on the principlereiprocity with the countries wit
which such memoranda have been concluded. Havingiind that the SEC is
signatory of the IOSCO Multilateral Memorandum afidérstanding under which th
Commission is obliged to exchange information véthother members/signatories
the Memorandum. The SEC also keeps relevant @tatish international cooperatig
i.e. exchanged data with other supervisory bodie2011 5 requests for internation

cooperation were submitted to the SEC while in 20E0number of requests amoun|
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Article 38 of the Law on the National Bank of thegriblic of Macedonia, and als
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to 9, two of which were for AML/CFT issues.

(Other) changes
since the first
progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other

relevant initiatives

Recommendation 33 (Legal persons — beneficial owrgr

Rating: Partially compliant

Recommendation o
the MONEYVAL
Report

f The authorities should ensure that the legal fraorévallows for adequate, accura
and timely information on the beneficial ownersaiy control of legal persons.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

Pursuant to Article 9, paragraph 1, item b) of &ML Law and as in the draft-Law
the entities within the frames of the CDD procedare obliged to identify th
beneficial owner and to verify his/her identity bdson the risk assessment.
Pursuant to Article 27, paragraph 1 of the Dra#t, lthe entities shall be bound to ke
copies of the documents verifying the identity dfents or beneficial owners, on t
conducted procedures for analysis of the clientseoeficial owners and for the realiz
transactions or ongoing transactions, from the ntBe records and busine
correspondence for at least ten years aftertransaction has been carried out,
calculated from the last transaction in casessewkral transactions constituting @
whole.

The entities are obliged to make these documentdlaile to the Office or th
supervisory bodies upon their request, in accorelaith Article 27, paragraph 9 of t
draft-Law.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Provisions of AML/ CFT Law developed the concepttiod “beneficial owner” ang
ensure adequate, accurate and timely informatich@ibeneficial ownership.
Pursuant to Article 9, paragraph 1, item b) of ML/ CFT Law, entities within the
frames of the CDD procedure are obliged to identifig beneficial owner, it
ownership and control structure and to verify has/lidentity based on the rig
assessment.
Pursuant to the article 11 entities are obligateddrify the identity the beneficia
owner and on the basis of risk analysis (accortbrayticle 10), when the entity cann
identify the beneficial owner, it takes a statemfeain the client, and it verifies th
identity on the basis of data from independentrafidble sources.

Pursuant to Article 27, paragraph 1 of the AML/ CEdw, the entities are bound
keep copies of the documents verifying the idemti clients or beneficial owners, g
the conducted procedures for analysis of the diemtbeneficial owners and for th
realized transactions or ongoing transactions, ftbeclient's records and busing
correspondence for at least ten years aftettr&nsaction has been carried out,
calculated from the last transaction in caskseveral transactions constituting g
whole.

The entities are obliged to make these documerddasle to the OPMLFT or th
supervisory bodies upon their request, in accorelawith Article 27, paragraph 9 of th
AML/ CFT Law.

Pursuant to Article 56-c of the AML/ CFT Law, ei@s shall be bountb confirm the
identity of the existing clients based upon thecpoure for risk analysis and to keep
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of the AML/ CFT Law.

(Other) changes
since the first
progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other
relevant initiatives

Recommendation 35 (Conventions)

Rating: Partially compliant

Recommendation of “The former Yugoslav Republic of Macedonia” shouitgplement all the provisions of

the MONEYVAL | the relevant international conventions it has rieti
Report

Measures reported ¢ The Republic of Macedonia has ratified the follogvoonventions:
of 21 Septembel 1. Criminal Law Convention on Corruption (CETS 173)ratified on 28.07.1999,
2009 to implement entered into force on 01.07.2002 (Official Gazette¢he Republic of Macedonia, No
the Recommendatio 32/99);

SR (Epei 2. Additional Protocoto the Criminal Law Convention on Corruption (OfitGazette
of the Republic of Macedonia, No 83/05)

3. Civil Law Convention on Corruption (CETS 174Yatified on 29.11.2002, entered
into force on 01.11.2003 (Official Gazette of thepRblic of Macedonia, No 13/02);
4. Council of Europe Convention from 1990 on Laumg Search, Seizure and
Confiscation of Proceeds from Crime (CETS 141) tfied on 19.05.2000, entered
into force on 01.09.2000 (Official Gazette of thepRblic of Macedonia, No 58/99);
5. The UN Convention (Palermo Convention) AgainstiBnational Organised Crime
and its Protocols — ratified on 28.09.2004 (Officlaazette of the Republic ¢
Macedonia, No 70/04);

6. The UN Conventions Against Corruption, signadAugust, 2005, and ratified
03.2007.
7. European Convention on Mutual Assistance in @aiMatters (CETS 030) and its
Additional Protocol (CETS 099) — ratified on 2810999, entered into force an
26.10.1999 (Official Gazette of the Republic of Mdonia, No 32/99)
7. Second Additional Protocol to the European Cativa on Mutual Assistance in
Criminal Matters (CETS 182) — ratified on 24.06.30(0fficial Gazette of the
Republic of Macedonia, No 44/03)

European Convention on the Transfer of SentencesbRe (CETS 112) — ratified gn
28.07.1999, entered into force on 01.11.1999 (@ffiGazette of the Republic of
Macedonia, No 32/99); Additional Protocol to ther@&pean Convention on the
Transfer of Sentenced Persons (CETS 167) — ratified8.07.1999, entered into force
on 01.06.2000 (Official Gazette of the RepublidviEFcedonia, No 32/99);

10. European Convention on ExtraditiETS 024) and its additional Protocol (STE
086) and the Second additional Protocol (CETS Q98jtified on 28.07.1999 and
entered into force on 26.10.1999 (Official Gazeitehe Republic of Macedonia, No
32/99);

11. European Convention on the Transfer of Proogsdin Criminal Matters (ET$
073) — ratified on 29.11.2004 (Official Gazette tbE Republic of Macedonia, No
49/04);

12. Convention on Cybercrime (CETS 185) — ratifidb.09.2004 (Official Gazette of
the Republic of Macedonia, No 41/04);

-+
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13. Additional Protocol to the Convention on Cylene concerning thT
criminalisation of acts of a racist and xenophatature committed through computer
systems (CETS 189) — ratified on 5 July 2005 (@fficGazette of the Republic of
Macedonia, No 56/05);
14. Council of Europe Convention on Laundering,r8feaSeizure and Confiscation pf
the Proceeds from Crime and on the Financing ofofiem (CETS 198), ratified o
27.05.2009, entered into force on 01.09.2009.

The ratified conventions are part of the nationagidlation. The internationa
documents are fully implemented in the new amendsném the laws within the
criminal domain.

=]

Measures taken to| Republic of Macedonia has ratified all relevant @Gamtions for ML/ FT. The ratified
implement the | conventions are part of the national legislatiohe Tnternational documents are fully

recommendations | jmplemented in the laws within the criminal domain
since the adoption of

the first progress
report

(Other) changes
since the first
progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other
relevant initiatives

Recommendation 40 (Other forms of cooperation)

Rating: Partially compliant

Recommendation of In order to allow the widest range of cooperatitme MLPD should clearly be entitled
the  MONEYVAL | to exchange information also spontaneously andowithhe request of a foreign body
Report (as currently required by Art. 37 of the AML Law).

Measures reported § The exchange of data and information with the aighd bodies and organizations |of
of 21 Septembe| other states, as well as with international orgaion dealing with prevention ¢
2009 to implemen| money laundering and financing of terrorism is tated with Articles 44 and 45 of the

the Recommendatio AML Law, as follows:
of the report

—

“Article 44
(1) The Office may conclude agreements for codjmravith authorised bodies from
third countries and with international organisasiaealing with fight against money
laundering and financing terrorism,
(2) The Office may, within the internationaboperation, request data and submit
the data received pursuant to this Law to theaighd bodies and organisations
third countries, spontaneously or upon their retjaad under condition of reciprocity,
as well as to international organisations degalin fight against money launderir
and financing terrorism.
(3) The request for exchange of data from the dmdnd organisations referred to
paragraph (2) of this Article should be ciedf with the appropriate known fagts
indicating noney laundering and financing terrorism am@ tpurpose for whic
the requested data and information will be used.
(4) The Office shall be bound to providd appropriate data and information
upon the received request referred imo paragraph (3) of this Law in accordar
with the competences set out in this Law.
(5) The Office may refuse the request forchange of data referred to

n
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paragraph (2) of this Article if it is contrary this Law or if it impedeshe conduct of
the investigation of another competent stateaiiyhor the criminal procedure agairj
the person on which data is requested. The Offiadl e bound to elaborate tl
reasons for refusing the request.

(6) The Office shall be bound to use the data enfidrmation provided by thg
authorised bodies from third countries for the psgs laid down with this Law arn
under the conditions set out by the body that jpedithem.

(7) The Office may exchange data and informati@mvigled by authorised bodies fro
third countries with the bodies competent to cohdueestigations, after obtaining the
prior consent.

(8) The data and information provided on the badighis Article shall have th
capacity of a business secret.  (9) The Office meguest information from th
authorised bodies from third countries on the marofeusing the data it provide
pursuant to this Article.

another country will ask refusal or postponemers shnsaction.
(2) The request referred to in paragraph (1) af &ticle should be clarified and shol
refer to the transaction related to money laundednd the refusal or postponem:d
would be realised if the transaction is subjectatdomestic report for a suspicio
transaction.

Pursuant to Article 44, paragraph 2 of the AML Late Office is authorised f
exchange information also spontaneously and wittimitequest of a foreign body.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

According to the article 44 paragraph 2 of the AMLFT Law, the OPMLFT ig
competent to disseminate also spontaneously infiwsm#o foreign authorities withod
prior request.

“(2) The Office may, within the international coopgon, request data and submit 1
data received pursuant to this Law to the authdrizmdies and organisations of th
countries, spontaneously or upon their requestuartiér condition of reciprocity, g
well as to international organisations dealing ightf against money laundering a
financing terrorism.”

Received Disseminated
spontaneous information| spontaneous
information
2010 2 14
2011 5 3

Recommendation o0
the MONEYVAL
Report

f The MLPD should clearly be entitled to provide mfation to foreign bodies an
organisations which are involved in the fight agaifinancing of terrorism, and ng
only to those which are dealing (exclusively ooglwith anti-money laundering.
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Article 45
(1) The provisions of Articles 36, 37, 38 ar® of this Law will apply where a
competent authority for prevention of money leenmy and financing terrorism from
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Measures reported §
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The Office is authorised to conclude agreementedmperation and to exchange d
and information with the authorized bodies and pizgtions of other states, as well
with international organization dealing with pretien of money laundering an
financing of terrorism pursuant to Article 44, pgnaphs 1 and 2 of the AML Law, 3
follows:

“Article 44
(1) The Office may conclude agreements for cooperatith authorised bodies frof
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as

S

3

third countries and with international organisasiatealing with fight against mone
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laundering and financing terrorism,
(2) The Office may, within the international coogigon, request data and submit
data received pursuant to this Law to the authdrismdies and organisations of th
countries, spontaneously or upon their requestwama®r condition of reciprocity, 4
well as to international organisations dealing ightf against money laundering al
financing terrorism.

Measures taken to
implement the
recommendations

since the adoption of

According to the article 44 paragraphs 1 and hefAML/ CFT Law, the OPMLFT is
competent to provide information to foreign bodéesl organizations involved fight i
against money laundering and financing terrorism.

the first progress

report

Recommendation of The AML Law should clearly entitle the MLPD to requ data from foreigr
the ~ MONEYVAL | authorities.

Report

Measures reported g Pursuant to Article 44, paragraph 2 of the AML Ldlae Office is authorised to reque
of 21 Septembe| data and information from the authorized bodies arghnizations of other states,
2009 to implement \ye||l as from international organizations dealinghwprevention of money launderir

the Recommendatio
of the report

A

and financing of terrorism, i.e.:

“Article 44
(2) The Office may, within the international coogt#on, request data and submit 1
data received pursuant to this Law to the authdrizmdies and organisations of th
countries, spontaneously or upon their requestuanter condition of reciprocity, 8
well as to international organisations dealing ight against money laundering a
financing terrorism.
(3) The request for exchange of data from the l®odie organisations referred to
paragraph (2) of this Article should be clarifiedtrwthe appropriate known fac
indicating money laundering and financing terroriand the purpose for which th
requested data and information will be used.

Request Data
From Foreign FIU

Request Data
To Foreign FIU

2007 27 28
2008 34 94
2009 24 93

The increased number of submitted requests fromQfiiee is a result from thg
increased number of submitted STR by the entitiebe Office during 2008 and 200

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

According to the article 44 paragraph 2 of the AMIFT Law, OPMLFT has cled
competence to request data from foreign authorities

Received Requests to
Requests Foreign FIU
2009 40 128
2010 35 79
01.01-01.08.2011 39 26

Recommendation o0
the MONEYVAL
Report

f It should be clarified in the AML Law that in thase of a request of a foreig
authority the MLPD is authorised to provide notyirformation which it has alread
received, but also information which it needs tk 8 from other authorities and th
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obliged entities. Furthermore, mechanisms showddirb place to ensure a rapi
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constructive and effective international assistaneg. direct access to the releva
databases and obligations of domestic authoritiesespond to requests of the MLH
in due time.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The manner in which the Office acts upon the retgues the authorised bodies a

with prevention of money laundering and financirigesrorism, is regulated in Articl
44, paragraph 4 of the AML Law. Pursuant to thididd, the Office is obliged t¢
provide all relevant data and information regarding received request of the forei
FIU, in accordance with the competences set otitarAML Law.

Furthermore, the “Procedure for dealing with re¢mies a foreign FIU”, prepared b
the Office, defines more closely the manner of gliog data requested by the forei
FIU and the terms within which the Office is oblig® provide those data and subi
them to the relevant FIU.

Measures taken to
implement the
recommendations

since the adoption of

No other measures form the legislative aspect bas bmplemented since the adopt
of the first progress report.

organisations of other countries, as well as ofithernational organizations dealing
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the first progress

report

Recommendation of A legal basis should be introduced to authorize Mi&M to cooperate with foreign
the  MONEYVAL | supervisors concerning the supervision of savirmsshs, exchange offices or service
Report providers for fast money transfer.

Measures reported & The option for NBRM to exchange data with foreigiparvisory bodies is defined |n
of 21 Septembe| Article 38 of the Law on the National Bank of thefRiblic of Macedonia, and also
2009 to implemen| yeafars to the banks and the saving houses foumdébicountry. However, taking into
the Recommendatio| -, qjderation the existing legislation, sharehaldie. partners to the saving houses of

of the report

RM can be only domestic legal and natural entifiggs limits the possibility for the
foreign entity to be a shareholder/partner to tinérg house, i.e. limits the need f
exchange of information with foreign supervisorydles on the manner of operatio
and supervision of the saving houses in RM. Sinplavisions exist in the Law o
performing the fast money transfer service and ltl& on Foreign Exchang
Operations, which regulate the fast money transéevice, i.e. the currency exchan
operations. The fast money transfer service andtinency exchange operations ¢
be performed only by domestic legal entities whiebre licensed by the Nation
Bank. Therefore, the need for exchange of inforomatand data with foreig
supervisory bodies is limited with these entities.

Measures taken to
implement the
recommendations

since the adoption of

The option for NBRM to exchange data with foreigimparvisory bodies is defined

Article 34 of the Law on the National Bank of thegriblic of Macedonia ("Officig|
Gazette of the RM" No. 158/2010), and also refertheé banks and the saving hou
founded in the country.

the first progress
report

(Other) changes
since the first
progress report (e.g.
draft laws, draft

regulations or draft
“other enforceable
means” and other

5€S

relevant initiatives

Special Recommendation | (Implement UN instruments)

14C



Rating: Partially compliant

Recommendation o
the MONEYVAL
Report

f The requirements of the UN Conventions should iewed to ensure that “the formg

Particularly “the former Yugoslav Republic of Mageta” should introduce

* a legal structure for the conversion of designasiemder S/RES/1267(1999) a
its successor resolutions as well as SIRES/1373§200

» a comprehensive and effective system for freezitigpput delay by all financia
institutions of assets of designated persons atities) including publicly knowt
procedures for de-listing etc.;

» a system for effectively communicating action takgrthe authorities under th
freezing mechanisms to the financial sector and BRIF

Yugoslav Republic of Macedonia” is fully meeting i# obligations under them.

14

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The Law on Restrictive Measures defines the proeeétar application of restrictivg
measures and the institutions responsible for impldgation of the restrictiv
measures. This procedure provides for smooth impidation of the foresee
measures for persons included in the lists of testoand terrorist organisations.
As far as the delisting requests are concernedptbeedure is the same as in {
pronouncing and application of restrictive measures
According to the previous practice, no persons wegistered in RM from the lists ¢
terrorists and terrorist organisations for whom ¢égenomic measures or the delist
requests would be implemented.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The new Law on Restrictive Measures (Official GtzeB6/2011 adopted ¢
26.03.2011) regulates the procedure for introdactamd abolition of restrictivg
measures, their implementation, coordination of lementation of restrictive
measures, records keeping and other issues retatiegtrictive measures.
According to the article 2 of this law restrictiveeasures are measures that have
objective of maintaining international peace ancusgy, respecting human rights a
fundamental freedoms, and developing democracytladule of law, and which hay
been adopted on the basis of:
a) legally binding Resolutions adopted by the Uhikations Security Council unds
Chapter VII of the United Nations Charter;
b) legal acts of the European Union; or

¢) legal acts by other international organizatianisere the Republic of Macedonia is
member country, in accordance with international la
Authorized authorities in the framework of theimgoetences may impose: goods &
service embargo, arms embargo, ban on entry iRépublic of Macedonia, financig
measures and other restrictive measures in acamdaith international law. Article
defines that the term "financial measures” meamwigional ban on use or dispos
with assets owned by natural and legal personbanron making assets available
use or disposal with by natural and legal personsttich restrictive measures app
This measure shall apply to:

-assets which are fully or partially disposed withused by natural and legal pers(
subject to restrictive measures, and/or naturallegal persons that finance terrorig
or terrorist organizations;
-assets which originate from assets that are fullpartially disposed with or used |
natural and legal persons subject to restrictiveasuees, and/or natural and le
persons that finance terrorism or terrorist orgations.

Government of the Republic of Macedonia upon theppsal by the Ministry o
Foreign Affairs adopts a Decision for introduct@mestrictive measure or Decision {
abolishment of the restrictive measure. The Degigigblished in the Official Gazet
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of the Republic of Macedonia specifies: the type re$trictive measure, bodig
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responsible for the implementation of a restrictiveasure, according with the

respective legally prescribed competences, the eramf implementation of

restrictive measure and the duration of the restegneasure.

Articles 9 and 10 regulates the procedure for imeletation of financial measures

follows:

“Article 9

(1) The Office for Prevention of Money Laundering aniddncing Terrorism sha
have the obligation to immediately inform relevdimancial institutions, the
Agency For Real Estate Cadastre and the CentralriBes Depository abol
Decision that a financial restrictive measure teoduced.

(2) Institutions referred to in paragraph (1) of thidiéle shall immediately check ar
freeze assets of natural and legal persons sulgjdittancial restrictive measure
if these persons have had business relations \Wgmtor have utilized the
services, or shall refuse to establish such relatiand the institutions shall infor
the Directorate for Prevention of Money Launderargl Financing of Terrorisn
for this matter.

(3) The Office for Prevention of Money Laundering anddncing Terrorism sha
immediately inform institutions referred to in pgraph (1) of this Article abouy

Decisions that abolish the financial restrictiveasigre, which on their part shall

immediately defreeze the assets.

Article 10

(1) In the course of implementation of financial regivie measures, upon the requ
of natural or legal persons subject to financiatnietive measures, the competg
court may allow a partial use of assets to thentxtecessary to cover the ba
needs, such as: treatment of seriously ill persochéd delivery, burial costg
payment of tax and fees to state institutions, scémt subsistence of minors a
similar.

(2) The competent court shall determine the conditionder which partial use ¢
assets referred to in paragraph (1) of this Artiglallowed.

(3) The competent court shall inform the Ministry of réign Affairs about sucl
rulings within eight days.

(4) The Ministry of Foreign Affairs shall inform relent bodies of internationd
organizations introducing restrictive measures alemery court ruling issued g
the basis of paragraph (1) of this Article.”

(Other) changes
since the first
progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other
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relevant initiatives

Special Recommendation Il (Freeze and confiscatetrorist assets)

Rating: Non compliant

Recommendation o0
the MONEYVAL

f A comprehensive system for freezing without defaglitfinancial institutions of assef
of designated persons and entities, including plypknown procedures for de-listin

Report

etc. should be established. Thus, the evaluat@@mnenend that a comprehensive se
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detailed and generally applicable rules for an adisirative procedure should he
drafted and adopted, practically on the conceptisde that has already been provided
by the Law on International Restrictive Measures.

Measures reported 4 The confiscation subject in the Republic of Macedas regulated with several laws:
of 21 Septembel The Law on Criminal Procedure, the Criminal Code &ime Law on Execution gf
2009 to implemen| sanctions.
the Recommendatio| According to Article 97 of the Criminal Code, noeomay retain the direct or indirect
S 2l property gain acquired through a criminal act. Femnore, according to Article 98, tie
property gain acquired from criminal acts and csiirsj of money, movable or non-
movable objects of value, as well as any other gntypor assets, material or ngn-
material rights shall be taken away from the offsmand if the confiscation is npt
possible, other property shall be confiscated ftom offender which corresponds |to
the gained property. The Criminal Code regulatesnatter regarding the confiscatipn
of the object which were used to commit the crirhad.
Within that context, Article 100-a prescribes thatone can keep the items that were a
result from the criminal activities. In addition,i$ foreseen that the items which were

foreseen to be used, or were used, for the crindoflshall be taken away from the

offender, regardless of the fact that they arenbiséwnership or are owned by a thijrd

person, if this is considered to be in the intecdsjeneral security, people's health| or
for moral reasons. The items which were used orwereseen to be used for the

criminal activity can be taken away if there isgo®n that the ones might be reused
for the criminal act. Nevertheless, it is foreseabat items in ownership of a third
person shall not be taken away, unless that pessenaware or was able and was
obliged to know that those items were used or f@eseen to be used for committing
of the criminal act.
The Law on Criminal Procedure also prescribes gioms that regulate the property
and items confiscation matter. Therefore, ArticB5 $rescribes that the items, which
pursuant to the Criminal Code have to be taken aglagll be taken away even when
the criminal procedure does not result into a gulirhich finds the defendant guilty. [n
addition, it is prescribed that the property and fitoperty gain acquired with the
committed criminal act is regulated ex officio imetcriminal procedure. During the
procedure, the court and the other bodies, respleniir the criminal procedure, are
obliged to collect evidence and to investigate tireumstances important for the
purposes of defining the property and the propg&yn. The Law on Criminal
Procedure prescribes provisions for confiscatioproperty of a legal person and for
determining the value of the confiscated propertgt property gain. Article 493-b of
the mentioned Law prescribes a timeframe of 30 dftgs the ruling becomes valid for
realisation of the confiscation of property andgady gain. The enforcement order| is
issued by the court which adopted the first instamuiting.
The Law on Execution of Sanctions has a specigtehgertaining to execution of the
confiscation of the property and property gain Hmeltaking away of items. Therefore,
in Article 343 it is prescribed that the persomtmom the confiscation of the propernty
and property gain was pronounced, the propertythaedjain, which he owned in the
time when the judgment became legal, would be ddizen him. It is prescribed that,
when executing the confiscation, the object of mmation will be the property and the
property gain, which according to the Law on Ex&putare not excluded from the
execution if it is not differently provided withithlaw. In addition, this Law prescribes
the actual and local jurisdiction for executiontloé confiscation, the execution of the
confiscation for a legal entity. The Law on Exeontiof Sanctions regulates also the
matter pertaining to the seizure of items. Themsfar is prescribed that the valid

decision according to which the items that weredusewhere indented to be used for
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committing a crime or were produced as a resulthef committed crime will bg
executed by the competent court in the way asdefsrmined in the decision itself, |
destroying or by concession of the items to a dtathy or by selling of the items or k
handing over the items to appropriate museum kintpinto consideration the natu
of the items, are not intended to be an objectaufet.

The new Draft-CC incriminates the confiscation o&dt and indirect property gain,
thus clearly defining these terms.

With Article 12, of the Draft Law CC, following theurrent Article 97, a new Atrticle

is added, 97-a, which reads as follows “Confiscatib direct property gain”, a new
legal provision, which apart from the confiscatioh indirect property gain also
foresees confiscation of direct property gain fritm@ offender, which consists of the
following: according to paragraph 1 — it is the gty into which the proceeds from
the criminal act was transformed; according to giaah 2 —the property into which
the proceeds from the criminal act were transfornaedording to paragraph 3, thg
property gained from legal sources shall be coafest from the offender if the
proceeds from the criminal act are associatedy fadlpartially, with such property,

up to the assessed value of the associated gailtimgsfrom the criminal act, and
according to Article 4 — the confiscation of dirggetin includes the income or othel
proceeds resulting from the gain acquired from grédhacts, from the property in
which the proceeds from the criminal act were ftiamsed, or from property in

which there are associated proceeds from the cainaict, up to the estimated value
of the associated value from the criminal act.

In Article 98, paragraph is changed so that it m®fines the content of the property
as well as other items representing proceeds fromiral acts; therefore, pursuant tg
this article, the direct and indirect property garquired with the criminal act and
consisting of money, movable or non-movable iterhgatue, as well as any other
property or assets, material or non-material rigbtgll be confiscated from the
offender, and if that confiscation is not possilaapther property corresponding tg
the value of the acquired proceeds shall be catéscfrom the offender.

The new legal provision in paragraph 2 of Artick @escribes that the indirect and
direct property gain shall be confiscated fromdhparties for whom it was acquired
through the criminal act. In addition, pursuantp@ragraph 3 of this Article, the
property gain referred to in paragraph (1) shabdle confiscated from persons t¢
whom it was transferred if it is obvious that thewes no compensation
corresponding to the value of the acquired propgaiy or from third persons if they
cannot prove that there was an appropriate comiwiibdior the item or the property
corresponding to the value of the acquired propgédin. Regarding the subjective
side, the words in paragraph 4 “notwithstanding thay did not know, nor could

they have known, nor were they obliged to knowt thay have been gained thougk
crime” are deleted.

D

by
Dy
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Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The new Law on Restrictive Measures (Official GbzeB6/2011 adopted 0
26.03.2011) regulates the procedure for introdactamd abolition of restrictivg
measures, their implementation, coordination of lengentation of restrictive
measures, records keeping and other issues retathegtrictive measures.
Articles 9 and 10 regulates the procedure for imgletation of financial measures
follows:
“Article 9

(4) The Office for Prevention of Money Laundering anddncing Terrorism sha

have the obligation to immediately inform relevdimancial institutions, the

D

—

Agency For Real Estate Cadastre and the CentralriBes Depository abol
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Decision that a financial restrictive measure tsoiduced.

(5) Institutions referred to in paragraph (1) of thidiéle shall immediately check ar
freeze assets of natural and legal persons sulgjdittancial restrictive measure
if these persons have had business relations \Wegmtor have utilized the
services, or shall refuse to establish such reiatiand the institutions shall infor
the Directorate for Prevention of Money Launderarmgd Financing of Terrorisr
for this matter.

(6) The Office for Prevention of Money Laundering anddncing Terrorism sha
immediately inform institutions referred to in pgraph (1) of this Article abouy
Decisions that abolish the financial restrictiveasigre, which on their part sha
immediately defreeze the assets.

Article 10

(5) In the course of implementation of financial regivie measures, upon the requ
of natural or legal persons subject to financiatnietive measures, the compets
court may allow a partial use of assets to thergxtecessary to cover the ba
needs, such as: treatment of seriously ill persochéd delivery, burial costg
payment of tax and fees to state institutions, scémt subsistence of minors a
similar.

(6) The competent court shall determine the conditionder which partial use g
assets referred to in paragraph (1) of this Artiglallowed.

(7) The competent court shall inform the Ministry of réign Affairs about sucl
rulings within eight days.

(8) The Ministry of Foreign Affairs shall inform relent bodies of internationd
organizations introducing restrictive measures alemery court ruling issued g
the basis of paragraph (1) of this Article.”

Recommendation o0
the MONEYVAL
Report

f All the institutions should be given clear useeffiilly guidance and instruction
concerning their rights and obligations under theezing mechanisms, such as in
case of errors, namesakes or requests for unfrgemin for access for basic expenss

Measures reported §
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The adoption of the amendments to the Criminal Cddeve from the need fg
harmonisation of the confiscation matter with th&est international standards in t
domain. Furthermore, the amendments to this Lawperposed so as to overcome
weaknesses of the existing provisions which wereagon for its non-implementatiq
in the current practice in the Republic of Macedor®ne of the key reasons f
adoption of this Law is the introduction of the arded confiscation in our pen
legislation. This is an institute being appliedtire modern European legislation
terms of dealing with organised crime. In additianpther reason for adoption of tf
Law is the harmonisation with the UN Conventioniagacorruption as regards tk
inclusion of a new criminal act "lllegal acquiriagd covering up of property".

The existing legal gap in our legislation regardthg indirect property gain is no
filled in with Article 11 of the draft Law. The neWrticle 97-a is added, where it
prescribed that apart from the indirect propertiyngte direct property gain shall al
be confiscated from the offender of the criminal a&e definition for direct propert
gain is harmonised with the Convention on Laundgrisearch, Seizure ar
Confiscation of Proceeds from Crime.
The key decisions referred to in Article 12 of thaft Law relate to the confiscatiqg
from third parties. In addition, it is foreseen ttithe property gain shall also |
confiscated from third persons, as well as fronspes to whom it was transferred if
is obvious that there was no compensation correipgrio the value of the acquire
property gain or if the third persons cannot prdkat there was an approprid
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contribution for the item or the property corresgioig to the value of the acquire
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property gain.

The most significant novelty of the Law is the aduction of the so-called expand
confiscation. This was realised with Article 13rfrahe draft Law with the introductio
of the new Article 98-a. Within that context, thardards of the already elaboralf
Framework Decision of the European Council from2@de fully implemented. Th
new Article 98-a prescribes conditions for expandedfiscation, i.e. cases involvin
confiscation of property gained within a definednaéframe before the rulin
determined by the court depending on the circunsstarof the case. In accordarn
with the international standards, it was acceped this period shall not be longer th
5 years before the act was committed, when thereaisonable doubt that it is a res
from that act or from similar acts and for whicle tbffender cannot prove that th
were legally acquired.

In addition, this Article also contains provisidios confiscation from third persons,
well as that the stated property is confiscatechffamily members or third persons
whom it was transferred if it is obvious that thesas no compensation whig
corresponds to its value.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Article 10 of the new Law on Restrictive Measuregulates the issue related
requests for unfreezing and for access for bagemses on the following manner:
“Article 10

(9) In the course of implementation of financial regivie measures, upon the requ
of natural or legal persons subject to financiatnietive measures, the competg
court may allow a partial use of assets to thergxtecessary to cover the ba
needs, such as: treatment of seriously ill persochdd delivery, burial costg
payment of tax and fees to state institutions, scémt subsistence of minors a
similar.

(10) The competent court shall determine the conditiomder which partial use ¢
assets referred to in paragraph (1) of this Artiglallowed.

(11) The competent court shall inform the Ministry ofr€ign Affairs about sucl
rulings within eight days.

(12) The Ministry of Foreign Affairs shall inform relentibodies of internationd
organizations introducing restrictive measures alemery court ruling issued g
the basis of paragraph (1) of this Article.”

Recommendation o
the MONEYVAL
Report

f The examiners recommend

s establishment of an effective system for implenientavithout delay by all financig
institutions in this field, together with the prsidn of clear and publicly know|
guidance concerning their responsibilities;

e create and/or publicise procedures for consideriteglisting requests and unfreezi
assets of de-listed persons;

* create and/or publicise a procedure for unfreezim@ timely manner the funds at
assets of persons inadvertently affected by treziing mechanism upon verificati
that the persons is not a designated person;

« clarify the procedure for authorising access todsfassets that are frozen and tk
are determined to be necessary on humanitarianmgeun a manner consistent wi
S/ Res /1452 (2002);

« create and/or publicise the procedure for courtieswof freezing actions

« consideration and implementation of relevant paftthe Best Practice Paper.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio

The Law on Restrictive Measures defines the proeeétar application of restrictivg
measures and the institutions responsible for impldgation of the restrictiv
measures. This procedure provides for smooth impfeation of the foresee
measures for persons included in the lists of testoand terrorist organisations.

of the report
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As far as the delisting requests are concernedptbeedure is the same as in the

pronouncing and application of restrictive measures

According to the previous practice, no persons weggstered in RM from the lists of

terrorists and terrorist organisations for whick tttonomic measures or the delist
requests would be implemented.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The new Law on Restrictive Measures (Official Geze86/2011 adopted Q

n
26.03.2011) regulates the procedure for introdactand abolition of restrictive

measures, their implementation, coordination of lemgntation of restrictive
measures, records keeping and other issues retathegtrictive measures.
According to the article 2 of this law restrictimeeasures are measures that have
objective of maintaining international peace ancusgy, respecting human rights a

fundamental freedoms, and developing democracytladule of law, and which have

been adopted on the basis of:

a) legally binding Resolutions adopted by the Whiiations Security Council under

Chapter VII of the United Nations Chatrter;
b) legal acts of the European Union; or

¢) legal acts by other international organizatiansere the Republic of Macedonia is a

member country, in accordance with international la

Authorized authorities in the framework of theimgometences may impose: goods and

service embargo, arms embargo, ban on entry ilRépiblic of Macedonia, financial

measures and other restrictive measures in acamedaith international law. Article

defines that the term "financial measures” meamwigional ban on use or disposal

with assets owned by natural and legal personbanron making assets available
use or disposal with by natural and legal personsttich restrictive measures app
This measure shall apply to:

b

for
V.

-assets which are fully or partially disposed withused by natural and legal persons
subject to restrictive measures, and/or naturallegal persons that finance terrorism

or terrorist organizations;

-assets which originate from assets that are fullpartially disposed with or used |

natural and legal persons subject to restrictiveasuees, and/or natural and le

persons that finance terrorism or terrorist orgations.

Government of the Republic of Macedonia upon theppsal by the Ministry o

Foreign Affairs adopts a Decision for introduct@mestrictive measure or Decision {

abolishment of the restrictive measure. The Degigigblished in the Official Gazet

of the Republic of Macedonia specifies: the type retrictive measure, bodi
responsible for the implementation of a restrictiveasure, according with the
respective legally prescribed competences, the eramf implementation of
restrictive measure and the duration of the restéaneasure.

Articles 9 and 10 regulates the procedure for imeletation of financial measures

follows:

“Article 9

(7) The Office for Prevention of Money Laundering anddncing Terrorism sha
have the obligation to immediately inform relevdimancial institutions, the
Agency For Real Estate Cadastre and the CentralriBes Depository abol
Decision that a financial restrictive measure tsoiduced.

(8) Institutions referred to in paragraph (1) of thididle shall immediately check arn
freeze assets of natural and legal persons sulgjdittancial restrictive measure
if these persons have had business relations \Wgmtor have utilized the
services, or shall refuse to establish such relatiand the institutions shall infor
the Directorate for Prevention of Money Launderarmgl Financing of Terrorisr
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for this matter.

(9) The Office for Prevention of Money Laundering anddncing Terrorism sha
immediately inform institutions referred to in pgraph (1) of this Article abouy
Decisions that abolish the financial restrictiveasigre, which on their part sha
immediately defreeze the assets.

Article 10

(13) In the course of implementation of financial regivie measures, upon the
request of natural or legal persons subject tonfite restrictive measures, the
competent court may allow a partial use of assethd extent necessary to coyer
the basic needs, such as: treatment of serioudsheibons, child delivery, burial
costs, payment of tax and fees to state institafionsts for subsistence of minors
and similar.

(14) The competent court shall determine the conditimmder which partial use g
assets referred to in paragraph (1) of this Artiglallowed.

(15) The competent court shall inform the Ministry ofr€ign Affairs about such
rulings within eight days.

(16) The Ministry of Foreign Affairs shall inform relent bodies of internationa
organizations introducing restrictive measures alemery court ruling issued g
the basis of paragraph (1) of this Article.”
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(Other) changes
since the first
progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other
relevant initiatives

Special Recommendation V (International Cooperatioh

Rating: Partially compliant

Recommendation of Arrangements for coordinating seizure and configrataction with other countries
the ~ MONEYVAL | should be established. Consideration should alsgiten to establishment of an asset
Report forfeiture fund as well as to sharing of confischtessets with other countries when
confiscation is a result of coordinated law enfonet action.

Measures reported g Pursuant to the recommendations, the Republic afedania has foreseen provisigns
of 21 Septembe| in the text of the new Draft Law CC relating to #vganded confiscation according|to
2009 to implemen| which, from the offender of a criminal act comnitteithin the frames of a criminal
the Recommendatio| 4ggqciation realising property gain and for whickeatence with prison is foreseen| of
B 2l at least 4 years, as well as a criminal act rejatnterrorism referred to in articles 313,
394-a, 394-b and 419, and for which a sentence pyviton with duration of five yeans
is foreseen or a more severe penalty, or is refatéde criminal act money laundering
for which a sentence with prison of at least foeang is foreseen, the property shall be
confiscated which was acquired during the timefrdrefre the ruling determined by
the court depending on the circumstances of the,dagt no longer than five years
before the act was committed, when based on allieistances there is reasonable
doubt that it is exceeding the legal proceeds efdfiender and is a result from sugch
act (Article 98-a, paragraph 1).
Also, the property referred to in paragraph (1)Aoficle 98-a is foreseen to he
confiscated from third persons for whom it was aeguwith the committing of thg
criminal act (Article 98-a, paragraph 2). In addlitj it is foreseen that the property
referred to in paragraph (1) of this Article shbhk confiscated from the family
members of the offender to whom it was transfewéen it is obvious that there was

1%
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no compensation corresponding to its value or ftinad persons provided they cannot
prove that they made a compensation which correfsptmthe value of the item or the
property (Article 98-a, paragraph 3).
The Assembly of the Republic of Macedonia, on 2ly 2008, adopted the Law agn
Management with Confiscated Property, Property &aimd Seized Items in Criminal
and Misdemeanour Procedure (Official Gazette of R&98 from 04.08.2008), which
regulates the management and usage of the tempwowafiscated property, property
gains and the temporary seized items with a vabdrtcruling in criminal ang
misdemeanour procedure, as well as the establighfoeisdiction, management, and
other issues related with the operations of thenggdor Management with Seized
Property.
The Agency for Management with Seized Propertggistered in the Central Registry
on 31 March 2009, when it officially commenced tremlisation of its activities.
Regarding the available funds, the Agency was piexviwith its own budget, and has
commenced the activities regarding the preparatibthe financial projections til|
2012. The Agency for Management with Seized Prgpeohsists of a Steering Board
and Director of the Agency. Within the frames o itompetences, the Agenty
manages confiscated property, property gain armkddtems, in accordance with the
court and the competent authority, manages the deanp confiscated property,
property gains and the temporary seized itemstHerpurposes of protecting their
value, conducts the procedure for confiscation ropprty and property gains, keeps
and stores the seized property, makes the respesti@iuation, keeps records of the
overall seized property, sells it, and performseotctivities in accordance with the
Law (Article 6, Law on Management with Confiscatetbperty, Property Gains and
Seized Items in Criminal and Misdemeanour Procgdure
As regards the previous results from the operatminthe Agency, the Agency fa
Management with Seized Property collects data diggthe seized property as of the
adoption of the Law on Management with Confiscaedperty, Property Gains and
Seized Items in Criminal and Misdemeanour Procedamnel before its adoption; in
addition, diverse plans and projects are beingoetbd so as to achieve operational
functionality in the legal, economical, operatiommimain, as well as in the domain
covering the planning, informatics and internatiawivity.
Within the frames of the international activitighe Agency for Management with
Seized Property has established contacts with tienéy for Confiscated Property |n
Bulgaria, during which a cooperation was estabtisiih exchange of opinions and
experiences; the Agency was also provided withterrimaterials which could be used
within the frames of its legal authorisations. Thgency also has continued
cooperation with the Italian Agency for Confiscatdperty.
The provisions from the ratified conventions amreciy applied.

=

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The Agency for Management of Confiscated Propestgantinuously performing it
duties. To improve cooperation, in October 2010 emdrandum of Cooperation |n
dealing with goods confiscated in criminal or mis@anour procedures was signed
between the Agency and the Customs Administraticnprding to which an electronjc
system providing access to material evidence coatfisl goods by the Administration
was established

Court cases — confiscation measures
In the period between May and August 2010 alon&henRepublic of Macedonia there
were confiscations in seven important cases, aaddtal value of confiscated bongds
and real estate in those cases is approximateG0QM00,00 Euro. Confiscated were
money, bonds, real estate (apartments, houses, damdin the well-known cases
Bacilo, “Slavija”, “Former Director of Customs Adnistration” and others.

()
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In the case “Pepel 1“(Ashes, H final sentencing judgement was pronounced o
individuals, members of a criminal organization thmin activity of which was
production and distribution of cigarettes, for tlranes of “Joint Criminal Enterprise
“Unauthorised use of Brand of Another”, “Abuse offi€e and Official Powers” ang
crimes under the Law on Excise Duties, and theyeveemtenced to effective pris
sentences, and for 21 accused also auxiliary firege pronounced.

The measure of freezing the mobile and immobileerty of the accused was usg
their bank accounts were blocked, and so were thlsostock they own, and th
measure of confiscation of property and seizunentdwful proceeds was pronounce
At that, for 23 individuals the measure of confisma of proceeds of crime w3
pronounced, concerning funds in the total amoudtOd.289.187 denars, (which is t
value of unpaid excise duties for the tobacco geedgarettes), and also confiscati
of proceeds of a legal person from Kosovo was prooed, concerning funds in th
amount of 1.050.000 USD and 5.180.000 EUR. Alse,jtidlgement established that
confiscation is not possible, other movable or inaaide property of value should |
confiscated from the accused and also any othepeptyy assets, material or n
material rights and other property correspondinghe value of proceeds of sg
crimes.

Recommendation o
the MONEYVAL
Report

f Because financing of terrorism is insufficientlyneinalised in the current domest
legislation, the requirement of dual criminalityr fextradition would mean that not g
kinds of terrorist financing offences would be editable and the same refers
money laundering cases below the threshold of éffecially declared monthly
salaries. As a consequence, the deficiencies irihgnalisation of money launderin
and terrorist financing as described under Secttoh and 2.2 may pose a significa
obstacle to executing extradition requests. Thisy the same recommendations
described under 2.1 and 2.2 apply.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The new Law Amending and Consolidating the Law oimial Procedure does not
foresee changes in the part pertaining to the proeefor extradition of accused and
convicted persons. Taking the previous into comsiiten, the extradition procedure
is realised in accordance with the legal provisiprescribed in the Law on Criminal
Procedure (Official Gazette of RM No 15 from 072585, which are in compliance
with the European Convention on Extradition andpitstocols, as well as with the
other international agreements ratified in compémvith the Constitution of the
Republic of Macedonia (Article 559). According teetpresumptions for extradition,
the person whose extradition is requested not t@ loitizen of the Republic of
Macedonia (Article 560, paragraph 1), the crime \drich there is a request for
extradition not to be committed on the territory the Republic of Macedonia,
against it or against its citizen (Article 560, agmraph 2), the crime for which there is
a request for extradition to be a crime both adogrtb the domestic law and the law
of the country in which it has been committed (&lei560, paragraph 3), according
to the domestic law the criminal prosecution nob&obsolete or the execution of
the punishment not to be obsolete before the foegigs detained or examined as a
accused (Article 560, paragraph 4), the foreignleose extradition is requested no
to be convicted before by the domestic court f@& $ame crime, or for the same
crime by the domestic court not to be released \witkegally valid decision, or
against him the criminal procedure not to be intgted or the prosecution not to be

initiated in the Republic of Macedonia or againstoi against a citizen of the
Republic of Macedonia, unless a guarantee is ok for realisation of the lawful

property request of the damaged (Article 560, pamy 5), the identity of the
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person, whose extradition is requested to be déetedn(Article 560, paragraph 6),

and there to be sufficient evidence for a groursiespicion that the foreigner, whose

extradition is requested, committed certain crimmetimt there is a legally valid
verdict (Article 560, paragraph 7).

Hence, and having in mind the recommendations efMMONEYVAL report, the
extradition of accused or convicted persons isi@drout in accordance with the

provisions of the national legislation which does differentiate between the type of

criminal act, but the prescribed legal conditionghie Law on Criminal Procedure
clearly point out that the extradition procedure tierrorism financing is realized in
the same manner for all criminal acts.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Within the reform of penal legislation, and regaglithe first segment, substanti
penal law, the Law amending the Criminal Code sied from March 2010.

The second segment of the reform of penal legisiathe reform of penal procedural

law, has been finalized by the adoption of the neaw on Criminal Procedure, i
November 2010. (vacatio legis of 2 years). The [fam@sees changes to the struct

n
ure

of the preliminary procedure and the trial procedws well to the competences and

organization of the main participants in the praged Also, within the preliminary
procedure, a new role, more active compared tgtbeious situation, is foreseen for
the public prosecutors. Main points of the refcame: extended application of the

principle of opportunity in criminal prosecutionffiemation of the out-of-cour
settlements and simplified procedures; abandonmgtaternalism by shifting th
burden of proof to the parties; providing an activeading role of the publi
prosecution in the preliminary procedure, with @ént control over the police
abolishing the judicial investigation and the pahlprosecution taking the lead in t
preliminary procedure; introducing a system of pusions for certain procedur
actions and measures against abuse of procedunapetences by parties; stri
deadlines for passing and writing the verdict ardigion; optimisation of system
legal remedies; implementation of European Unioth @ouncil of Europe documen
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on penal procedure; creation of efficient publiogacution and establishing new

operational and managerial structure, as well aditg and cooperating with police

and other law enforcement bodies.

To implement the law, the implementation of theivéits from the Action Plan fo
Implementation of the Law on Criminal Procedure omnced, through maintenan
of regular coordinative meetings of the taskforaed so far seven have been h

coordination meetings, with representatives frone tBSCE Spillover Mission,
representatives of the OPDAT programme of the Esag USA in the Republic of

L

ce
eld

Macedonia, the presidents of the Bar Associatibth@® Association of Judges and the

Association of Public Prosecutors, and the Direcfothe Academy for Training gf
Judges and Public Prosecutors. In the meetings$;rdraework programme for training

on the Law on Criminal Procedure at the AcademyJfaiges and Public Prosecut
was presented, and it provides basic trainingsjddges and public prosecuto
representatives of the court police and attorneysdy visits, developing workin

materials for implementation of trainings, as wal developing a Practice Book for

application of the Law on Criminal Procedure.

Within the normative framework, on 11 April 201hetLaw amending the Crimin
Code was adopted, and under preparation is theldrafamending the Law on Publ
Prosecutor’s Office, as well as the draft Law anmegdhe Law on Juvenile Justice.

Manuals were developed, presenting the new conodépte criminal procedure from

practical and comparative aspect, with a speciehvdgw of the following topics:
Preliminary procedure — detecting and reportingdexwe and special investigati
measures
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Investigative procedure

Main hearing, with an overview on direct and cregamination

Accelerated procedures, with a special overviewlen-bargaining

Regarding the Implementation of Training Activitieke selection of future trainéfs
was realized, who have attended on initial trairehgrainers. Academy for judges a
public prosecutors have conducted 6 training caurder trainers for
implementation of the new LCP:

In cooperation with OSCE, 3 trainings were orgaajziut of which the first one wg
technical in nature, intended for 25 future trasnevhile the other two trainings we
thematic, related to cross examination and plegdiaing, and they were attended
44 future trainers.

In cooperation with the programme OPDAT, one twgsdaining was organized, @
the topic “New Law on Criminal Procedure: New Rofes All Participants in the
Procedure”, attended by 38 participants, (7 juddels,prosecutors and 20 oth
participants).

In cooperation with the OSCE, one (two-days) Idotatsession was organized,
complete the final work teams and training materfalr the new Law on Criming
Procedure, on which attended 21 participants (§gad7 public prosecutors and
other participants).

In cooperation with OPDAT, 1 training of trainemr fthe new law was realized, (
which attended 25 future trainers, who will becaredified trainers from the Nation
Institute of skill in the conduct of litigation (i) Chicago, lllinois - United States.
There were also Realized 2 study trips organizedCiioatia and Italy, on whic
attended 15 future trainers, and from 2 to 5 Ma$120n cooperation with OPDA
will be realized a study visit to the European GadirHuman Rights in Strasbourg
A total of 16 basic trainings are planned for 204l begin towards the end of M4
2011.

Recommendation o
the MONEYVAL
Report

f In order to allow the widest range of cooperatitm MLPD should clearly be entitle
to exchange information also spontaneously andowitthe request of a foreign bo
(as currently required by Art. 37 of the AML Law).

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The exchange of data and information with the aigkd bodies and organizations
other states, as well as with international orgaion dealing with prevention d
money laundering and financing of terrorism is tated with Articles 44 and 45 of th
AML Law, as follows:

“Article 44
(2) The Office may conclude agreements for cooperawith authorised bodies frof
third countries and with international organisasiatealing with fight against mone
laundering and financing terrorism,
(2) The Office may, within the international coogigon, request data and submit
data received pursuant to this Law to the authdrismdies and organisations of th
countries, spontaneously or upon their requestuanter condition of reciprocity, 8
well as to international organisations dealing ight against money laundering a
financing terrorism.
(3) The request for exchange of data from the l®odiel organisations referred to
paragraph (2) of this Article should be clarifiedttwthe appropriate known fac
indicating money laundering and financing terroriand the purpose for which th

the

nd

N

S
re

by
n

er
to

|l

DN
Al

= 2

3

34

he
rd

n
IS
e

requested data and information will be used.

7 Judges, public prosecutors and representativésedflinistry of Justice, Ministry of the IntericBureau of Financial

Police, Administrati

on for Prevention of Money Laleming and Financing of Terrorism, Customs Admiai$bn, and

attorneys, as well as professors from the Factilbyaw.
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(4) The Office shall be bound to provide all appiaie data and information upon t
received request referred to in paragraph (3) & tlaw in accordance with th
competences set out in this Law.

(5) The Office may refuse the request for exchaofgtata referred to in paragraph

of this Article if it is contrary to this Law or iit impedes the conduct of th

investigation of another competent state authanitthe criminal procedure against t

person on which data is requested. The Office dimlbound to elaborate the reas

for refusing the request. (6) The Office shall lmaifd to use the data and informati
provided by the authorised bodies from third caestfor the purposes laid down wi
this Law and under the conditions set out by thaylibat provided them.

(7) The Office may exchange data and informatiaviged by authorised bodies fro

third countries with the bodies competent to comdneestigations, after obtainin

their prior consent.

(8) The data and information provided on the badighis Article shall have th

capacity of a business secret.

(9) The Office may request information from therertsed bodies from third countrig

on the manner of using the data it provided pursteathis Article.

Article 45

(1) The provisions of Articles 36, 37, 38 and 39tbis Law will apply where
competent authority for prevention of money launtigrand financing terrorisn
from another country will ask refusal or postponatr a transaction.

(2) The request referred to in paragraph (1) of thiticle 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 f
a suspicious transaction.”

4

q

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

According to the article 44 paragraph 2 of the AMLFT Law, the OPMLFT ig
competent to disseminate also spontaneously infiwsm#o foreign authorities withod
prior request.
“(2) The Office may, within the international coopgon, request data and submit 1
data received pursuant to this Law to the authdrizedies and organizations of thi
countries, spontaneously or upon their requestuartiér condition of reciprocity, g
well as to international organizations dealing ighf against money laundering al
financing terrorism.”

Received Disseminated
spontaneous information| spontaneous
information
2010 2 14
2011 5 3

Recommendation o0
the MONEYVAL
Report

f The MLPD should clearly be entitled to provide mfiation to foreign bodies an
organisations which are involved in the fight agdifinancing of terrorism, and nc
only to those which are dealing (exclusively ooalwith anti-money laundering.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The Office is authorised to conclude agreementedmperation and to exchange d
and information with the authorized bodies and nizgtions of other states, as well
with international organization dealing with pretien of money laundering an
financing of terrorism pursuant to Article 44, pgnaphs 1 and 2 of the AML Law, &
follows:

“Article 44
(1) The Office may conclude agreements for coopmravith authorised bodies frof
third countries and with international organisasiatealing with fight against mone
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(2) The Office may, within the international coogigon, request data and submit
data received pursuant to this Law to the authdrizmlies and organisations of th
countries, spontaneously or upon their requestuamtr condition of reciprocity, 8

financing terrorism.”

Measures taken to
implement the
recommendations

since the adoption of

According to the article 44 paragraphs 1 and 2hefAML/ CFT Law, the Office is
competent to provide information to foreign bodéesl organizations involved fight i
against money laundering and financing terrorism.

the first progress

report

Recommendation of The AML Law should clearly entitle the MLPD to regqu data from foreign
the  MONEYVAL | authorities.

Report

Measures reported § Pursuant to Article 44, paragraph 2, the Officeaighorised to request data a
of 21  Septembe| information from the authorized bodies and orgaivrs of other states, as well
2009 to implement from international organizations dealing with pretien of money laundering an

the Recommendatio
of the report

financing of terrorism, i.e.:

“Article 44
(2) The Office may, within the international coogt#on, request data and submit {
data received pursuant to this Law to the authdrismdies and organisations of th
countries, spontaneously or upon their requestuamtr condition of reciprocity, 8

financing terrorism.
(3) The request for exchange of data from the l®odie organisations referred to

requested data and information will be used.

well as to international organisations dealing ightf against money laundering and

N

well as to international organisations dealing ightf against money laundering and

paragraph (2) of this Article should be clarifiedttwthe appropriate known facts
indicating money laundering and financing terroriand the purpose for which the
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Requested Data
From Foreign FIU

Request Data
To Foreign FIU

2007 27 28
2008 34 94
2009 24 93

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

According to the article 44 paragraph 2 of the AMLFT Law, OPMLFT has cles
competence to request data from foreign authorities

Received Requests to
Requests Foreign FIU
2009 40 128
2010 35 79
01.01-01.08.2011 39 26

=

Recommendation o0
the MONEYVAL
Report

f It should be clarified in the AML Law that in thase of a request of a foreig
authority the MLPD is authorised to provide notywimformation which it has alread
received, but also information which it needs tk 8 from other authorities and th
obliged entities. Furthermore, mechanisms showddirb place to ensure a rapi
constructive and effective international assistaneg. direct access to the releva
databases and obligations of domestic authoritiesespond to requests of the MLH
in due time.

Measures reported ¢
of 21 Septembe
2009 to implemen

The manner in which the Office acts upon the retguesthe authorised bodies a
organisations of other countries, as well as ofitternational organizations deali

with prevention of money laundering and financirigesrorism, is regulated in Articl

g
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the Recommendatio
of the report

44, paragraph 4 of the AML Law. Pursuant to thididd, the Office is obliged tg
provide all relevant data and information regarding received request of the forei
FIU, in accordance with the competences set otitarAML Law.

Furthermore, the “Procedure for dealing with re¢mies a foreign FIU”, prepared b
the Office, defines more closely the manner of faiog data requested by the forei
FIU and the terms within which the Office is oblig® provide those data and subi
them to the relevant FIU.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

No other measures form the legislative aspect has bmplemented since the adopt
of the first progress report.

Recommendation o0
the MONEYVAL
Report

f A legal basis should be introduced to authorize M&M to cooperate with foreig
supervisors concerning the supervision of savimgsshs, exchange offices or sery
providers for fast money transfer.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The option for NBRM to exchange data with foreigmpervisory bodies is defined

refers to the banks and the saving houses foumd#ticountry. However, taking int
consideration the existing legislation, shareh@dee. partners to the saving houses
RM can be only domestic legal and natural entifigss limits the possibility for the
foreign entity to be a shareholder/partner to tinérg house, i.e. limits the need f
exchange of information with foreign supervisorydles on the manner of operatio
and supervision of the saving houses in RM. Sinplavisions are contained in tf
Law on Foreign Exchange Operations and the Law ast Money Transfer Servic
where it is stipulated that the currency exchamgrations, i.e. the fast money trans
services shall be carried out only by domesticllegtties.

Measures taken to
implement the
recommendations

since the adoption of

The option for NBRM to exchange data with foreigimparvisory bodies is defined

Article 34 of the Law on the National Bank of thegriblic of Macedonia ("Official
Gazette of the RM" No. 158/2010), and also refertheé banks and the saving hou
founded in the country.

the first progress
report

(Other) changes
since the first

progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other

relevant initiatives

Article 38 of the Law on the National Bank of thegriblic of Macedonia, and als

on

on
mit

on

>

ice

5€S

Special Recommendation VI (AML requirements for momy/value transfer services)

Rating: Partially compliant

Recommendation o0

f The authorities should implement requirements Iatien to Recommendations 4-1

the  MONEYVAL | 13-15 and 21-23 in the MVT sector.

Report

Measures reported § AML Law, in terms of the commitments it imposesedmot differentiate between the
of 21 Septembe| entities, i.e. the AML Law imposes equal commitnsefor all entities.

2009 to implemen| Apart from the other commitments, the AML Law, intiéle 21 and 27, imposes|a

the Recommendatio
of the report

special obligation for the fast money transfer geryproviders:

“Article 21

15¢



(1) Entities which, within the frames of theiocation or profession perform fast

money transfer, in addition to the other measupgscribed by this Law, shall he

bound to determine the identity of the client, $eader and the beneficial owner prior

to each transaction exceeding the amount of EUBDArbdenar counter-value.
(2) The entities referred to in paragraph (1)hif #Article of this Law shall be bound
record all data determined in Article 10 of thisALim chronological order in a number
register signed by the responsible person in thepeny.

Article 27
(5) The register referred to in Articles,2P1, 22 and 23 of this Law sh
compulsory b e kept for at least ten years fromabkeregistered data.”

Pursuant to the AML Law, the fast money transfewise providers are defined as

(0]
ed

all

financial institutions which are obliged to apphetmeasures and activities prescrilbed
by law, i.e. comply with its provisions. Hence, aleasures and activities stipulated

with the Law refer to these entities, which areiged to perform : identification and

verification of the client and the beneficial own@rcreased analysis of the clients

which according to AML are defined as clients whitigher risks of money laundering

and terrorism financing, keeping the data in acaoceé with the timeframes forese

with the Law, identification of suspicious transant, appropriate notification of the

Office, establishment of programmes for AML/TF, yigdon of data confidentiality.
The licensing and registration of entities actirgyfast money service providers
performed by the National Bank of the Republic cdidddonia, where the conditio

for issuing the requested license by NBRM are tfedafined. The fast money transfer

service provider is a trade company registeretiénRepublic of Macedonia which w

en

S
NS

aS

issued a licence from the NBRM for performing thetfmoney transfer service and a

bank which was issued a consent from the NBRM ferfqgming the fast mone
transfer service. The licensing process commendts fulfilment of the conditiong
stipulated in Articles 6, 7 and 7-a of the Law astMoney Transfer Service. Article
prescribes conditions for obtaining a license ferf@rming the fast money transfi
service. One of the conditions states that no misd@our sanction, i.e. a penalty

y

6
er
or

performing the profession, activity or duty is poomced against the responsible

person and the employees of the service provilteaddition, part of the procedure fi
issuing the license for performing the fast monegndfer service consists
preparation of a Programme for prevention of moleyndering which thoroughl

or
of

y

explains the measures and activities to be undamthl the provider in order to detect

and prevent money laundering.
The fast money service providers are obliged téoperidentification of the client an

verification of his/her identity before commencitigg business relations. Within that

context, they collect data on the name and surrarttee customer, Personal ID No

d

in

case of domestic natural person or passport numhese of business relations with a

foreign natural person. Pursuant to Article 21 led AML Law, these entities, apdrt

from the other measures stipulated by Law, shalbduend to determine the identity
the client, the sender and the beneficial owmigr po each transaction exceeding
amount of EUR 2,500 in denar counter-value. Therfamey service providers shall
obliged to keep special registry for these transast

Pursuant to Article 46 of AML Law, these institui® are subject to supervision
performed by the National Bank. The supervisiopasformed by the National Bank

based on Article 28 to 35 of the Law on Fast Momegnsfer Service. The supervisi
can be direct (based on the obtained reports in MB&hd indirect in the premises

the fast money transfer service provider. The ewlilsupervision covers control oV
the implementation of provisions of the afore-meméd Law and the bylaws derivir
from it. Within the frames of the supervision, flast money transfer service provide
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prevention of money laundering in this domain (pamgme and procedures fi
money laundering and financing terrorism, the exise of appropriate registr
training of employees, etc.)/ Apart from preventingney laundering, the supervisi

the settlements between the service provider armd shb-agents, the financi
settlements with the global system, centralisatmfn data from the performe

accountancy and realisation of the company’s ialergvision.

are controlled in terms of the implementation af thgal provision which regulate tf
prevention of money laundering, identification afstomers, tracking the suspicio
transactions, data keeping and submission of reforthe Office for prevention ¢

also controls the payments on the basis of fastemtmansfer through special accourn

transactions fast money transfer, monthly repagsyell as the manner of keeping |
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Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

entities.

a special obligation for the fast money transfevise providers:
“Article 21

fast money transfer, in addition to the other messprescribed by this Law, shall
Article 10 and 12-d of this Law prior to each tracison exceeding the amount
National Bank of the Republic of Macedonia on thg df the payment.

Article 27

(5) The register
shall compulsory be kept for at least ten yeann filoe last registered data.”

AML/ CFT Law, in terms of the commitments it impssedoes not differentiat
between the entities, i.e. the AML/ CFT Law impossual commitments for g

Apart from the other commitments, the AML/ CFT Law Article 21 and 27, impose

(1) Entities which, within the frames of theiroation or profession perform
bound to determine the identity of the client, seader i.e. receiver in accordance W
1.000 Euros in denar counter-value according to rthiddle exchange rate of th

“(3) The form and the content of the numberedstegifrom paragraph (2) ¢
this Article shall be determined by the Minister Finance on a proposal of the Office."

referred to in Articles, 2R1, 22 and 23 of this La
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Recommendation o
the MONEYVAL
Report

f The sanctioning system for infringements of the Alslv requiring court decisions vi
application of the supervisory authorities is toonplicated and does not work

an effective sanctioning regime.

practice as no sanctions have been imposed sdt f&iould be amended to provide f

a
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Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

Pursuant to Article 54 of AML Law, the competentudoshall decide on th

prescribed by law. Furthermore, Article 53 provid@san opportunity for settlement.
Within the period from 30.10.2008, as of the aduptof the Rulebook for inspectiq
supervision procedure (Official Gazette of RM 13J)J0 inspection supervision wg
performed over the following entities:

-Banks-2

-Currency exchange offices-22,

-Saving houses-1,

-Insurance companies-2,

-Casinos-2.
From the aforementioned supervisions, 22 noticesre wgronounced, 6
misdemeanours were determined of which 4 settlesngate realised with total valy
of MKD 5.050.030, 2 requests were submitted fortiation of misdemeanoy
procedures, whereas the remaining supervisionsraya@ng.

misdemeanours prescribed in Articles 49, 50, 51 B&df this Law in a procedure

e

n
AS

Measures taken to
implement the
recommendations

Pursuant to Article 54 of AML/ CFT Law, the compateourt shall decide on th
misdemeanours prescribed in Articles 49, 50, Shiteand 52 of this Law in a procedu
prescribed by law. Furthermore, Article 53 providfasan opportunity for settlement.

since the adoption of




the first progress | In accordance with AML/ CFT Law the OPMLFT has coaiéd the following
report inspection supervision:
* In 2009: Banks — 6, exchange offices — 22, inswgamnpanies — 2, brokerage
companies -2, casinos — 2, saving houses - 1 ahéstate agencies 5;
* In 2010: Banks- 3, exchange offices — 14, insurdmokerage companies — (1,
casinos — 1, fast money transfer- 2, real estata@gs 6 and NGO 27
* In 2011: Banks- 2 and NGO 1
Findings from the conducted inspection supervistbe OPMLFT imposed 26
corrective measures (for 1 bank, 22 exchange offeoed 2 brokerage companies,)| in
2009, 38 corrective measures (for 1 bank, 4 exaharfifces, -1 insurance brokerage
company, 1 casino 5 real estate agencies and 22)NiG 2010 and 1 correctivie
measures (for 1 NGO) in 2011. The OPMLFT initiate@ settlement procedures
(against 2 banks, 2 insurance companies, 2 caslnbsmkerage company and 3 real
estate agencies) in 2009, 1 settlement procedgaing 1 bank,) in 2010 and |0
settlement procedures in 2011. The OPMLFT initicetiisdemeanour procedures|in
front of the competent court (against 1 bank, irgpkiouses, 1 insurance companies, 1
brokerage company and 1 real estate agencie§0@, ® misdemeanour procedures in
front of the competent court in 2010 and 0 misderoaa procedures in front of the
competent court in 2011.
(Other) changes
since the first
progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other
relevant initiatives
Special Recommendation VII (Wire transfer rules)
Rating: Non compliant
Recommendation of Criterion VII.1 is only covered for transactions ceeding 2 500 EUR in MKD
the  MONEYVAL | equivalent. Moreover, there are two pieces of lagjisn regulating the same issue |in
Report different ways. The overlap of these two piecdggiflation is significant and could
lead to confusion concerning application. It is shecommended to harmonise these
provisions and to bring them in line with the regumnents of criterion VII.1.
Measures reported § The Draft-Law shall provide for full acceptancetioé special recommendation both|in
of 21 Septembe| terms of the minimum amount over which the relevastisures and activities shall pe
2009 to implement yndertaken and in terms of the remaining necessétgria. After adopting the
the Recommendatio| 5 hendments, the bylaws shall be accordingly amerfdedhe purposes of full
S Epeln harmonisation.
Measures taken to| The AML/ CFT Law, in article 12-d regulates theuss related to cross-border wire
implement ~ the | transfers and in article 21 imposes a special atiig for the fast money transfer
recommendations | service providers:
since t_he adoption of “Article 12-d
ﬁzeorf'm progress (1) Financial institutions shall be bound to pravidata on the instructing party
P including: name and surname, i.e. name of theunshgy party, address and account

number upon the payment of an amount exceeding EQMR® in denar counter vall
according to the median exchange rate of the Nalti®ank of the Republic g

international payment operations. If the data o dddress is missing or cannot
determined, the financial institution may replacwith: the date and place of birth

e
f

Macedonia on the day of the payment for the puposeashless transfer through the
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or
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the personal identification number of the clientdentification, i.e. referent number
the client.

“(2) Financial institutions shall be bound to pmeidata from paragraph 1 of th
Article upon the payment of an amount exceeding EIORO in denar counter vall
according to the median exchange rate of the Nalti®ank of the Republic g

domestic payment operations. If due to technicaswoas, the provided data cannot
forwarded, only the data in the account numberher unique identification numbg
shall be forwarded.
(3) On the request of the financial institution wiishould made the payment, or |
competent authorities, the financial institutioranfi paragraph 2 of this Article shall |
bound to make them available three working dayshat latest starting from th
delivery of the request.
(4) On the day of the transfer in the internatiopalment operations the financ
institutions occurring as mediators in the cashtemssfer for the amounts exceedi
EUR 1000 in denar counter value according to theliame exchange rate of th
National Bank of the Republic of Macedonia are lwbto forward the data on th
instructing party from paragraph (1) of this Ariidio the financial institution whic
will perform the payment of the transfer.
(5) Upon payments of cashless transfers in the atmexceeding EUR 1000 in den
counter value according to the median exchangeofatee Republic of Macedonia @
the day of the payment, the financial instituticst®ll be bound to determine t
manner by which they will determine whether parthef data from paragraph (1),
and (4) of this Article are missing, as well as thanner of proceeding with su
transfers within the frames of their internal actfie entities should demand t
missing data or refuse the performance of the fieans
(6) The financial institutions from paragraph (3)tlis Article can limit or stop thg
business relation with the financial institutionkigh cannot provide, i.e. forward th
data provided for in paragraphs (1), (2) and (&hdf Article.
(7) The provisions from this Article shall not refe the following types of transfers:
- use of cards for withdrawal of money from the bancount or by post terminals a
payment in the retail trade and
- transfers and settlements at which instructingypas well as the beneficial own
are banks which perform the transfer on their Hedvad on their account.

Article 21
(1) Entities which, within the frames of their \adion or profession perform fal
money transfer, in addition to the other measumesquibed by this Law, shall L
bound to determine the identity of the client, seader i.e. receiver in accordance W
Article 10 and 12-d of this Law prior to each traciion exceeding the amount
1.000 Euros in denar counter-value according to rthiédle exchange rate of th
National Bank of the Republic of Macedonia on thg df the payment.”

Recommendation o
the MONEYVAL
Report

f Financial institutions should be required to inctudlll originator information in the
message or payment form accompanying cross-bordére wransfers of
1 000 EUR/USD or more.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The Draft-Law introduces additional commitmentsatielg to the cross-border wil
transfers. Article 12-g imposes the following cortmmént for the financial institutions
“(1) The financial institutions are obliged, in easof payment of an amount high
than EUR 1000 in denar counter-value accordinchéomiddle exchange rate of t
National Bank, for the purposes of cashless tran#ifieough the national q
international payment operations, to identify amdify the identity of the instructin
party, i.e. provide data on the name and surnamehie name of the instructing par|
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the address or date and place of birth, identiboatumber and account number.

(2) The financial institutions acting as agentghia cashless transfer for amounts of

more than EUR 1000 in denar counter-value accorttirthe middle exchange rate

the National Bank, in the international paymentrafiens, are obliged to forward the
data on the instructing party referred to in paapfrl of this Article to the financial

institution which shall realise the transfer.

(3) While realising the payments of cashless tenssin amount of more than EUR

1000 in denar counter-value, the financial institog are obliged, within the frames

their internal acts, to determine the manner foceeding with transfers lacking in part

of the data referred to in paragraphs 1 and 2isfAticle.

(4) The financial institutions referred to in pam@gh 3 of this Article can limit o
terminate the business relations with the finanaistitutions which do not provide, i.
forward data foreseen with paragraphs a and 2is#ttiicle.

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

- Using credit cards for withdrawal of funds frombank account or through POS

terminals and payments in the retail trade

- Transfers and settlements in which both the uresitng party and the receiving panty

are banks which realise the transfer in own bedradf account.”
The Draft-Law shall provide for acceptance of theal recommendation in terms
the minimum amount over which the relevant measward activities shall b
undertaken.

of

of

r

1%

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The current AML/CFT Law in the article 12-d regésatthe issues related to cro
border wire transfers as follows:
“ Article 12-d

(1) Financial institutions shall be bound to pravidata on the instructing panty

including: name and surname, i.e. name of theunshgy party, address and acco

number upon the payment of an amount exceeding EU® in denar counter value
according to the median exchange rate of the Nalti®ank of the Republic of

int

Macedonia on the day of the payment for the puposeashless transfer through the

international payment operations. If the data om dddress is missing or cannot
determined, the financial institution may replacwith: the date and place of birth
the personal identification number of the clientdemtification, i.e. referent number
the client.

“(2) Financial institutions shall be bound to pmeidata from paragraph 1 of th

Article upon the payment of an amount exceeding EIOBO in denar counter value
according to the median exchange rate of the Nalti®ank of the Republic of

be
or
Of
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Macedonia on the day of the payment for the purposeashless transfer through the

domestic payment operations. If due to technicasoes, the provided data cannot

forwarded, only the data in the account numberher unique identification number

shall be forwarded.

be

(3) On the request of the financial institution aiishould made the payment, or the

competent authorities, the financial institutioranfi paragraph 2 of this Article shall be

bound to make them available three working dayshat latest starting from th
delivery of the request.

(4) On the day of the transfer in the internatiopayment operations the financ
institutions occurring as mediators in the cashtemssfer for the amounts exceedi
EUR 1000 in denar counter value according to theliame exchange rate of th
National Bank of the Republic of Macedonia are lwbtm forward the data on th
instructing party from paragraph (1) of this Arido the financial institution whic
will perform the payment of the transfer.

(5) Upon payments of cashless transfers in the atmexceeding EUR 1000 in den
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counter value according to the median exchangeofatee Republic of Macedonia @

the day of the payment, the financial institutisigll be bound to determine t

manner by which they will determine whether parthef data from paragraph (1),

and (4) of this Article are missing, as well as thanner of proceeding with su

transfers within the frames of their internal actfie entities should demand t

missing data or refuse the performance of the fieans

(6) The financial institutions from paragraph (3)tlis Article can limit or stop th¢

business relation with the financial institutionkigh cannot provide, i.e. forward th

data provided for in paragraphs (1), (2) and (&hdf Article.

(7) The provisions from this Article shall not refe the following types of transfers:

- use of cards for withdrawal of money from the lbascount or by post terminals a
payment in the retail trade and

- transfers and settlements at which instructingypas well as the beneficial own
are banks which perform the transfer on their Hedvad on their account. “

Recommendation o0

f The authorities should introduce legal requirememitisfinancial institutions that th

n

ne

2)

th
he

ne

the  MONEYVAL | originator information in the message or paymemhfaccompanying domestic wire
Report transfers is meaningful and accurate.

Measures reported & This recommendations is implemented with the piowis from the Draft-Law, the
of 21  Septembe| jntroduction of the new Article 12-g.

2009 to implemen

the Recommendatio

of the report

Measures taken to| This issue is regulated in the abovementionedlarii2-d.

implement the

recommendations

since the adoption of

the first progress

report

Recommendation of Each intermediary and beneficiary financial institun in the payment chain should be
the  MONEYVAL | required to ensure that all originator informatighat accompanies a wire transfer |is
Report transmitted with the transfer.

Measures reported & The Draft-Law introduces additional obligations tp@ring to the cross-border wire
of 21 Septembe| transfers, in terms of the commitment originatdoimation that accompanies a wire
2009 to implemen| yansfer. Article 12-g imposes the following cortmmeént for the financial institutions;

the Recommendatio
of the report

“(2) The financial institutions are obliged, in easof payment of an amount high
than EUR 1000 in denar counter-value accordinchéoniddle exchange rate of t
National Bank, for the purposes of cashless transfiecough the national o
international payment operations, to identify amdify the identity of the instructin
party, i.e. provide data on the name and surnamethie name of the instructing par
the address or date and place of birth, identiicatumber and account number.
(2) The financial institutions acting as agentghia cashless transfer for amounts
more than EUR 1000 in denar counter-value accorttirthe middle exchange rate
the National Bank, in the international paymentrafiens, are obliged to forward t
data on the instructing party referred to in paapbrl of this Article to the financig
institution which shall realise the transfer.
(3) While realising the payments of cashless tenssin amount of more than EU
1000 in denar counter-value, the financial institos are obliged, within the frames

of the data referred to in paragraphs 1 and 2isfAHticle.
(4) The financial institutions referred to in paragh 3 of this Article can limit o

terminate the business relations with the finanaigtitutions which do not provide, i.
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forward data foreseen with paragraphs a and 2isfttiicle.

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

- Using credit cards for withdrawal of funds frombank account or through PC
terminals and payments in the retail trade

- Transfers and settlements in which both the uicsitng party and the receiving parf
are banks which realise the transfer in own bedradf account.”

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

This issue is regulated in the abovementionedlarii2-d.

Recommendation o
the MONEYVAL
Report

f The sanctions regime concerning SR VIl has sewsfitiencies and has never be
applied in practice. It is recommended to amendstmections regime of the AML La
The same applies for the sanction regime as provideby the “Law on Fast Mone
Transfer” for infringements of the “Decision on antkment to the Decision on tf
manner of keeping records for each fast money teartsansaction”.

Measures reported ¢
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The non-compliance with the provisions from the AMlaw calls for responsibility
for committed misdemeanours stipulated in articl€s:50, 51 and 52.

According to the draft Law, the non-compliance witie provisions referred to i
Article 12-g, calls for misdemeanour liability puemnt to the amended articles 49,
51 and 52.

The new AML from 2008, foresees a great number istiemeanours in case of ng
compliance with the provisions of this Law alscatilg to the operations of the fg
money transfer service providers.

Measures taken to
implement the
recommendations

since the adoption of

compliance with the provisions of the article 1ZFtie fine for the legal entity is fror
30.000 to 40.000 euro and for the responsible pefreon 2.000 to 5.000 euro.

the first progress
report

(Other) changes
since the first
progress report (e.g.
draft laws, draft

regulations or draft
“other enforceable
means” and other
relevant initiatives

The current AML/CFT Law in the article 50 calls fsmisdemeanour liability for non-
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Special Recommendation VIII (Non-profit organisations)

Rating: Non compli

ant

Recommendation o
the MONEYVAL
Report

f A formal review of the current legislation coveritize non-profit sector should
undertaken from the point of view of the threatghis sector inherent in terrorig
financing, in line with SR VIII and its Interpretat Note. It is then recommended t
the authorities review the existing system of lawd regulations in this field so as
assess themselves the adequacy of the currentflagaéwork according to Criterio
VIII.1. Consideration should also be given in sadeview to effective oversight of t
NPO sector, the issuing of guidance to financiatiiations on the specific risks of th
sector and consideration of whether and how furtheasures need taking in the lig
of the Best Practices Paper for SR.VIII. In pad#&uongoing programme verificatio

e
hat

to

is
ht

and field audits should be considered in identifi\adnerable parts of the sectd
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Consideration needs to be given to ways in whifdteye oversight of the NPO sector
can be achieved in the context of SR.I.

Measures reported § The development of the civil sector is very impottéor the fundamental democratic
of 21 Septembe| plural values of a country, as well as for the psgs of raising the civil awareness for
2009 to implement 3 wider social engagement.
the Recommendatio| The pasic guarantees for actions of the citizerssoaiations and foundations are
S S LEeln regulated with the Constitution of the Republic Mficedonia and the Law dn
Associations of Citizens and Foundations.
Pursuant to the Law on Associations of Citizens Badndations (Official Gazette of
RM No 31/1998 and 29/2007), the citizens may fresgociate funds or establish oywn
associations for accomplishing economic, social,ltucal, sport, scientific
professional, technical, humanitarian, educaticarad other rights and beliefs. This
Law encourages the development of the civil sectegulates the manner, the
procedure and conditions for their establishmermggistration, operations and
termination.
The associations of citizens and funds are the bagic forms of non-profit
organisations, whose existence is connected with ahsociation of citizens (i
associations) or of funds (in foundations) mainby fealising the statutory-define
objectives, rights, interests and beliefs. Theasasions of citizens and foundations
may not engage in political activities or use imds for realisation of the political
parties' objectives, and their programmes and @&ticannot be directed towards:
violent overthrowing of the Republic's constitubrorder; incitement and call for
military aggression; enhancement of national, famid religious hatred or intolerancg.
The amendments to the Law on Associations of @iizzend Foundations from March
2007 have harmonised the provisions for registnatib associations of citizens and
foundations with the Law on Single Window Systend &anagement with the Trade
Registry and the Registry of Other Legal Entities, instead in the basic courts, the
associations of citizens and foundations are regidtin the Central Registry of the
Republic of Macedonia.
The Ministry of Justice undertakes activities togrgule the legal frame through
adoption of a new Law on Associations of Citizend &oundations. For that purpose,
a task force was established which includes, afpam the representatives of the
responsible ministries, representatives from theil csector and the scientific
community. The key legal changes relate to thesipdiy for establishment of
associations of citizens by legal entities, engpthre realisation of economic activities
and introduction of the status of organisationpudilic interest.
The current number of registered citizens’ orgditsa in the Republic of Macedonja
is about 6.000.
Aware of the importance of the democratic expresdioe efficiency and skilfulness of
the associations of citizens, the Government of Republic of Macedonia on its
session held on 23 January 2007 adopted a Strite@poperation of the Government
with the Civil Sector with an Action Plan for itegpective realisation (2007-2011).
The main objective of the Strategy is promotionthaf cooperation of the Government
and the ministries with the civil sector.
The first step in terms of institutionalisationtbe cooperation of the Government gnd
the civil sector included establishment of the Ufit Cooperation with Nont
Governmental Organisations in the Department fdiciPdnalysis and Coordinatio
in the General Secretariat of the Government ofRepublic of Macedonia in 200
The main responsibility of the Unit for Cooperatiomith Non—GovernmentaIE

o 5

Ul 2

Organisations is coordination of the process fqrlé@mentation of the Strategy, as well
f

as a periodical assessment and notification of Glewernment on the manner
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Strategy implementation. The Unit assists the cadjmn between the ministries and
other state administration bodies with the civittee and has established an internal
(functional) network of civil servants in the mitries responsible for cooperation with
the civil sector, improved coordination and mutirdbrmation. In order to achieve
higher visibility and intersectoral cooperationg thinit has an operational websjte
"http://www.nvosorabotka.gov.mk" and an email "r@ihvosorabotka@gs.gov.mk".
The creation of more favourable conditions for fin&l sustainability of the civil
sector is one of the strategic objectives foreseitim the Strategy for cooperation of
the Government and the civil sector.
In order to provide transparency, defining of thesib organisational criteria and
efficient monitoring of the financial support fohe associations of citizens and
foundations by the Government of the Republic ofchtdonia and the state
administration bodies, as well as to increase ¢évellof accountability in terms of
utilisation of the awarded funds by the associaiofcitizens and foundations, the
Government of the Republic of Macedonia, in OctoB807, adopted a Code of
Good Practice for Financial Support of the Assaciet of Citizens and Foundations
(Official Gazette of RM No 130/2007).

The Government of the Republic of Macedonia, inuday 2009, adopted
Programme for Financing the Programme Activitiesh&f Associations of Citizen
and Foundations for 2009 (Official Gazette of RM R®9) which regulates th
priority objectives and the type of financing - gts for programmes (projects) of
associations of citizens and foundations.
In addition, the Government of the Republic of Mdaeia, in February 2009,
adopted a Decision on the criteria and procedure atocation of funds for
financing the programme activities of the assooi&i of citizens and foundations
(Official Gazette of RM No 23/09), which regulatdse basic organisational and
special programme criteria, as well as the procedar allocation of funds and
financing the programme activities of the assooiai of citizens and foundations
from the Budget of the Republic of Macedonia.
The Government of the Republic of Macedonia — GainBecretariat publishes an
announcement for financial support for the assamiatof citizens and foundations
in the daily newspapers and on the website of th& for Cooperation with Nont
Governmental Organisations www.nvosorabotka.gov.ndgd the submitted
projects from the civil organizations are procesised professional-administrativie
manner by the Unit for Cooperation with Non-Goveantal Organisations in the
General Secretariat.
The funds for financing the programme activitiesltd associations of citizens and
foundations which are foreseen in the Budget of Republic of Macedonia are
being allocated on the basis of the Decision ofGowernment of the Republic of
Macedonia upon a proposal of the Commission farcallion of funds foreseen for
financing the programme activities of the assooiadi of citizens and foundations
from the Budget of the Republic of Macedonia. ThatWfor Cooperation with Nont
Governmental Organisations provides full admintsteasupport to the Commissign
for allocation of funds foreseen for financing tpeogramme activities of the
associations of citizens and foundations from theddet of the Republic of
Macedonia.

In order to raise the NGO awareness about theiosxe to the terrorism financing
risks, the Office has prepared Typologies for Pndwea of Terrorism Financing which
is available through the website of Office andha tUnit for Cooperation with NGOs
for all interested entities.

o n D

Measures taken to| The development of the civil sector is very impottéor the fundamental democratic
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implement the
recommendations
since the adoption of
the first progress
report

plural values of a country, as well as for the pegs of raising the civil awareness for

a wider social engagement.

The basic guarantees for actions of the citizesoeiations and foundations
regulated with the Constitution of the Republidvtdcedonia.

The new Law on Associations of Citizens and Foundat(Official Gazette of RM N
52/2010), the citizens may freely associate fundegiablish own associations
accomplishing economic, social, cultural, sportiestific, professional, technic
humanitarian, educational and other rights andef®liThis Law encourages t
development of the civil sector, regulates the regntine procedure and conditions

their establishment, registration, operations anchination. Also this Law included th
recommendation that the authorities review thetiexjssystem of laws and regulatio

in this field so as to assess themselves the adgmfathe current legal framewo
according to Criterion VIII.1.

As well as, 2 different trainings concerning AML/FT issues organized by t
OPMLFT has been delivered to the representativéiseoNPO sector in 2011.
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(Other) changes
since the first
progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other
relevant initiatives

Spe

cial Recommendation 1X (Cross border declaratiomnd disclosure)

Rating: Partially compliant

Recommendation o
the MONEYVAL
Report

f Not only cash and cheques, but also other beargotigble instruments should
covered by legislation concerning the physical sfberder transportation o
currency and bearer negotiable instruments.

Measures reported &
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

Pursuant to Article 19 of the AML Law, the Customgiministration shall
compulsory register each import and export of aaskecurities across the custon

exceeds the allowed maximum stipulated by law otter regulation. The Custom
Administration of the Republic of Macedonia has pamed Guidelines for
implementation of then Law on Money Laundering grgtion and Other Crimina
Proceeds and Financing Terrorism (No 11-10248/infR1.03.2008, entered int
force on 01.04.2008) which define the manner ofistegfion of the import and

Item 2 of the afore-mentioned document statesttigatecurities in these Guideling
shall mean cheques, company shares, bonds, dndftstlaer financial documents.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

Administration performs the duties in its competergs per Law on Custon
Administration, Customs Law and other laws regalatthe procedures of impol
export and transit of goods, and is engaged inrotwivities defined in itg
competence by other laws.

The Article 19 of the AML/ CFT Law, stipulates thtéte Customs Administratio
compulsory registers each import and export of aashearer securities across 1
customs line of the Republic of Macedonia, if tinecaint of cash or bearer securit
exceeds the allowed maximum stipulated by law ottar regulation.

line of the Republic of Macedonia, if the amountcakh or securities of the beare

export of cash or securities across the custonesdfnthe Republic of Macedonid.

In accordance with the Article 9 of the Law on @mns$ Administration, the Customs
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Recommendation o

f In case of cross-border transportation of meansiggiroperty of persons designat

the MONEYVAL

either by the United Nations Al-Qaida and Talibamn&ions Committee i
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Report

accordance with S/RES/1267(1999) or in the contE@xiS/RES/1373(2001), th
Customs should have authority to confiscate suopeqmty.

Measures reported &
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The Law on International Restrictive Measures (€Mdfi Gazette of RM No 36/2007

e

regulates the manner of implementation of the ir@gonal restrictive measures and

defines the responsible authorities of the statgimidtration and their coordination

terms of implementation of the restrictive measui@se Ministry of Finance is

responsible state administration body as regardsirtiplementation of restrictiv
measures relating to the financial measures ananhdial relations, whereas tl
Customs Administration of the Republic of Macedoitiaa state body within th
Ministry of Finance, due to which it is responsilite the implementation of thes
measures.

In addition, pursuant to Article 28 of the LCO, ttiestoms officers may througho
the entire customs area undertake any operatii@nadbr gathering information an
evidence for perpetrated customs offences and srime

Pursuant to Article 29 of the LCO, a customs officeay 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 kaletd zone.

In addition, a customs officer may require fromsiagersons answer any guest
asked by the customs officer related to his/hegdgg, any item contained therein
carried with him/her, to present for inspection/liés personal luggage and any it
contained therein for examination, and to answerarestion asked by the custo
officer in respect to his/her journey and relatedwnstances.

Pursuant to Article 30 of the LCO, a customs efficnay conduct a search or
person entering, leaving or about to leave theomustarea, and a person enteri
leaving or remaining in a customs controlled zare, can undertake all activitig
foreseen with this Article.

In addition, pursuant to Article 32 of the LCO, istoms officer may stop and seal
and examine any means of transportation enteriggyig or about to leave th
customs area, any means of transportation entagentgining in or leaving a custon
controlled zone, and any other means of transpontairoughout the entire custon
area, i.e. can undertake all activities referreih tiis Article.
We would like to emphasize the provision referrednt Article 145, paragraph 1 ¢
the LCP which authorises the persons from the @ustcAdministration for
conducting a pre-investigation and investigationcedure not only for the listeg
criminal activities in the same article, but also fother criminal activities related t
import, export and transit of goods across the dwlide". This provision authorise
the customs officers for conducting a proceduresyamt to Article 145, paragraph
of the LCP for all criminal acts provided they aetated to import, export and tran
of goods.

While conducting their activities, if the customffiaers discover certain informatio
or evidence related to a criminal act financingesforism, pursuant to Article 142
LCP, the customs body is obliged to report the act] pursuant to Article 21
paragraph 2 of the LCO, and in accordance witrsitpeged memoranda and protoc
for cooperation, the customs bodies submit infoiomato the state administratia
bodies and to the other state bodies (MOI, PPO emmpetent for conductin
investigations related to terrorism financing.

The mentioned memoranda and protocols foreseelisbtabnt of joint teams fo
realisation of activities and actions.

D

ion

Measures taken to
implement the

The Law on International Restrictive Measures e@uteinto force on 01.04.20]

(“Official Gazette of the Republic of Macedonia 3&2011) regulates the procedy
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recommendations
since the adoption of
the first progress
report

of introduction and suspension of restrictive measuimplementation of theg
measures, coordination of the activities for theiplementation, recordkeeping a
other restrictive measures related issues. ThelAr§ of this Law stipulates that th
Government of the Republic of Macedonia takes dmtion introduction of 4
restrictive measure, defining : kind of restrictiveeasure, authority that is compet
for implementation of the restrictive measure, witthe framework of its legally
defined responsibilities, manner of implementatioh restrictive measure ar
duration of the restrictive measure.

In accordance with this Law and the Article 9 ofethaw on Customs
Administration, the Customs Administration can besignated as competer
authority for implementation of restrictive measurend be in charge of the
implementation, including the legaly binding UN 88ty Council resolutions,
adopted in conformity with the Chapter VII the UMdaBter, EU legislation and legd
acts of other international organizations in whtble Republic of Macedonia is

member, as per the international law.

Recommendation o
the MONEYVAL
Report

f The range of sanctions (approx. 4 200 to 5000 EWRYXhe Law on Foreigt
Exchange Operations with regard to infringementsdascribed by criterion IX.8 i
insufficient and does not allow to apply a propeddaadequate reaction to devia
behaviour in relation to all kind of perpetratorsesidents, non-residents, leg
entities). A more broad and dissuasive range offiees should be introduced.

Measures reported &
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The amendments to the Law on Foreign Exchange ©pesavere published in th
Official Gazette of the Republic of Macedonia Nof&dm 07.07.2008. According {
the amendments to this Law, the procedure for migd@ours referred to in Artic
56-a, paragraph 1, items 22 and 28, is managedrolythe misdemeanour sanctiorn
pronounced by, the Customs Administration, i.e. @wnmittee for Misdemeanol
Decisions. The amendments refer to the amount ef fthe for a committec
misdemeanour as prescribed by this Law, as welb dse misdemeanour procedd
expiration timeframe.

Amount of fines:

The legal entity, resident or non-resident shalfibed with denar equivalent of Eu
7000 to 10000 if it takes cash domestic and foreigmency, checks and monets
gold in and out contrary to the conditions detemdirby the Government of th
Republic of Macedonia and the National Bank ofRepublic of Macedonia.

A fine up to ten times of the afore-mentioned antoshall be imposed for

misdemeanour of a legal entity if, by committinge thelevant misdemeanour,
acquired larger property benefit or caused largepgrty damage.

The responsible persons of the legal entity shsdi be fined with denar equivalent
Euro 1.500 to 3.000.

A fine up to five times of the amount referred tothe former paragraph shall

imposed for the responsible person in the legalityerif it committed the
misdemeanour for mercenary reasons.

The natural person, resident or non-resident, sfefined with denar equivalent

Euro 1.500 to 3.000 for the committed misdemeanaudime up to twice the amour
referred to in the former paragraph shall be imddse a misdemeanour of a natu
person, if it committed the misdemeanour for meacgmeasons.

Besides the fine, a misdemeanour measure — baerforping certain activity ma
also be undertaken for the committed misdemeanaar®llows:

from 3 to 30 days for legal entities, and

from 3 to 15 days for natural persons.

Besides the fine, a misdemeanour measure — seiutbe objects which th
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or have emerged from the misdemeanour shall alambertaken for the committe
misdemeanours. As an exception, if the motivestleerocircumstances under whi
the misdemeanour has been committed indicate ttienot justified the object to b
fully seized, at least 20% of the objects whichisdemeanour has been commit
with, or which have been intended for committing lmave emerged from th
misdemeanour of a natural person, resident or asiakent shall be seized.
Special misdemeanour measure — seizure of thelgéhicsed for hiding the object ¢
misdemeanour, and if the value of the object ofderseanour exceeds one third
the customs base of the vehicle, shall be undertithkehe committed misdemeanoy

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The Law amending the Law on Foreign Exchange Opas{Official Gazette of the
Republic of Macedonia no.24/2011) introduces ptioniprescribing a change of th
amount of the fine paid by legal entities, from EWO00 to EUR 10.000 in
equivalent amount in MKD. The punishable provisionover all offenders
(residents, non residents, as well as legal esititie

Recommendation o
the MONEYVAL
Report

f There should be effective, proportionate and dissgasanctions concerning persa
who are carrying out a physical cross-border trangption of currency or beare
negotiable instruments that are related to terrbfimancing or money launderin
contrary to the obligations under SR IX. Currerittys issue is addressed by f
general sanction regime of the Criminal Code (padi@rly the criminalisation of
money laundering and terrorist financing). The emge of criterion 1X.9 by th
criminalisation of money laundering and terrorighdncing is insufficient as far g
these provisions are deficient as described undmstiés 2.1 and 2.2. Overa
criterion 1X.9 should be covered in a comprehensive clear manner.

Measures reported &
of 21 Septembe
2009 to implemen
the Recommendatio
of the report

The Customs Administration is obliged to reportttie Office about the import ¢
export of cash or securities regardless of the amainenever there is suspici
about money laundering or terrorism financing withiperiod of 24 hours, the late
as of the moment of obtaining the information abthé suspicion regarding th
import or export of cash or securities.
Pursuant to the provisions of Article 28 of the LCthe customs officers m3
throughout the entire customs area undertake amyatipe actions for gatherin
information and evidence for perpetrated custonfisnoes and crimes. In additio
they can request for identification and verificatif the identity of each person:

1) entering, leaving or about to leave the custarea and

2) entering, leaving or remaining in a customs Kaletd zone.

The customs officer may search any person enteléaying or about to leave th
customs area and entering, leaving or remainingtiseoms controlled zone, as w
as to stop and search and examine any means sptndation entering, leaving ¢
about to leave the customs area, any means opteation entering, remaining in
leaving a customs controlled zone, and any othemsef transportation througho
the entire customs area.

While conducting their activities, if the customffiaers discover certain informatio
or evidence related to a criminal act financingesforism, pursuant to Article 142
LCP, the customs body is obliged to report the act] pursuant to Article 21
paragraph 2 of the LCO, and in accordance wittsitpeged memoranda and protoc
for cooperation, the customs bodies submit infoiomato the state administratia
bodies and to the other state bodies (MOI, PPO emmpetent for conductin
investigations related to terrorism financing.

The mentioned memoranda and protocols foreseelisbtabnt of joint teams fo
realisation of activities and actions.
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Macedonia No 7 from 15.01.2008) define the act fdsm financing”, where thg
imprisonment penalty, monetary fines for legal tigi and seizure of funds f
preparation, financing and committing the actsesta this article are foreseen.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The Criminal Code incriminates money laundering d@adorism financing an
prescribes penalty of imprisonment, pecuniary sanstand seizure of propert
illegally acquired property, goods or other incorfresn punishable act. Actions for
these criminal acts cover also the persons whisfiea cash money and securities
ML/ TF purposes.

The Law on Criminal Procedure explicitly states theathorities and powers
Ministry of Interior, Customs Administration, Finzinl Police in the preliminar
investigation and criminal investigation concernthg acts defined by the Crimin
Code (ML and TF are included).

The Law amending the Law on Customs Administrati@ificial Gazette of the
Republic of Macedonia no. 53/2011) included amemdm& the Article 10, which
define explicitly the responsibilities of the cust® officers to undertake measures i

al

I
and

activities for detection and criminal investigatiohthe criminal acts within the scope
of the customs work, prevention of subsequent apreseces of such criminal acts,
apprehension and denunciation of the perpetratwlection of evidence, other
measures and activities that could assist the emimgted conduct of the criminal
proceeding.

Recommendation of Customs officers should receive special trainingeatect cash couriers.

the MONEYVAL

Report

Measures reported g In June 2009, a special training was carried outdfetection of cash couriers apd

of 21 Septembe| foreign cash movement, which covered 28 custonisialf§.

2009 to implement The Customs Administration of the Republic of Mameid has a Training Unit which

the Recommendatio| hjans and organises carrying out of trainings fmstoms officers. The Unit prepargs

T EDO! annual plans for areas to be organised for furtfenings. Several trainings wefe
already realised on the topic “Money Laundering afefrorism Financing” in
cooperation with the Office for prevention of moné&gundering and terrorism
financing, the US Embassy, as well as other bodies organisations, and future
trainings in this field are also foreseen. In 20DTaining was realized which covered

3 customs officers, and in 2008, 8 trainings weadized, which covered 16 cust

0
officers, whereas in 2009, 6 trainings were redlizehich covered 37 custonTs

officers.

Measures taken to
implement the
recommendations
since the adoption of
the first progress
report

The Customs Administration continuously organizeainings for the custom
officers, on different customs related topics. $getraining on cash couriers wi
organized in 2009 ( 28 customs officers were ingd)v In the period fron
01.01.2009 to 30.06.2011, 16 trainings were redliattended by 56 customs office
The trainings were focused on AML/ CFT and fighaiagt organized crime issues.

Recommendation 0o
the MONEYVAL
Report

f There should be explicit provisions allowing thesttuns or any other authority fro
“the former Yugoslav Republic of Macedonia” to fiptihe Customs Services or oth
competent authorities of the country of origin betcountry of destination abo
unusual cross-border movement of gold, preciousestcor metals with a view
establishing the source, destination and purpos¢hefmovement of such items
order to take appropriate action.

Measures reported &
of 21 Septembe
2009 to implemen
the Recommendatio

The legal frame is provided with Article 22 of thaw on Customs Administratior
where it is foreseen that the Customs Administratiooperates with the custon
administrations of other countries in the fieldonistoms operation in the discove
and prevention of customs offences and customsestitnaining of customs officer

of the report
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upgrading technical development and other, all itcoedance with ratified
international agreements.

The international cooperation of the Customs Adstiation of the Republic d
Macedonia with the customs services of foreign tdesm and internationg
institutions and organisations is based on a numbeoncluded bilateral agreements.
They do not contain any limiting provisions for t@eistoms Administration of the
Republic of Macedonia in terms of informing the tomss services or othe
responsible bodies of the country of origin or twntry of destination about the
unusual cross-border movement of This exchangtata can be realised through a
request of a foreign service or upon a requeshefGustoms Administration of the
Republic of Macedonia, based on the available delaanalysis, additional contro|s

— =

=

etc.
Measures taken to The customs officers permanently control goods,nsed transport, personal luggage
implement the | and other goods that the persons bring with ofhemt If the customs control shoys

recommendations | ynusually trans-border movement of gold, precioumes or metals, the customs
since the adoption of| nfficers act in conformity with the Article 22 dfi¢ Law on Customs Administratign
:zgortht PrOgress| and concluded agreements on cooperation with for&gstoms Services, i.e.

cooperate and communicate information to the fore@igstom services, concerning
such movement, and implement measures in preliminavestigation and
investigation procedure, in order to prevent, cet@nd investigate the custgm
offences and criminal acts. The Customs Administnagnters also data in the WGQO
CEN database, related to seizure of money, golimhscalrugs and other goods, |in
accordance with the established rules.

(Other) changes
since the first
progress report (e.g.
draft laws, draft
regulations or draft
“other enforceable
means” and other
relevant initiatives

2.4 Specific Questions

Questions of the first progress report

1. What is the current assessment of the riskiofecand terrorism in “the former Yugoslav Republic
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 strategg/middle term strategic document determineg the
measures and activities that need to be undertbigetne 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 attids),
strengthening the international cooperation (4vas) 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 lagmigg and terrorism financing in the Republic|of

17C



Macedonia, notably:

* More efficient disclosure, documentation and inigegion of criminal acts related to money
laundering and financing terrorism, i.e. higher t@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 equipmene. iit should be set up as an institution in
accordance with the standards of the countries T\éestern Europe.

e Legislation harmonized with thacquis communautairef the EU and the internationa
standards

» Strengthened and more efficient monitoring of égiregarding the application of measures
and activities intended for combating money lauimdeand financing terrorism;

» Trained and efficient administration;

» Strengthened and efficient inter-institutional amernational 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 etijve to provide the necessary statistical dat
from the received memorandum upon the executedyhihsione has determined that in thg
Department of organized crime and corruption atGbert of First Instance |, Skopje, 5 procedure
for criminal offence are in course of procedure eney laundering and other originating fronj
punishable deeds according to Article 273 of thienByal Code.

n P o

3. What is the current level of staffing at the NILP

Currently 32 employees are employed in the Admiaigin (20 state officials and 12 part time
workers. The employees in the Administration haadigipated in great number of trainings organized
in the frames of the twinning project and otheramigers.

4. Are anonymous accounts still operating in firiahimstitutions in “the former Yugoslav Republit
Macedonia” and what steps are being taken to cksgh accounts?

o

Anonymous accounts do not exist in the bankingesgst The Circular of the NBRM from 2005
envisages that: "One bank in no case whatsoeveldipossess anonymous accounts, or accounts on
fictive names”. By the adoption of the new Law am\®ntion of Money Laundering and Financing
Terrorism in 2008 one has determined the explicithibition to open and maintain anonymaus
accounts. Inevitably, the procedures for openirgpants in the banks have demanded and still demand
for the bearer of the account to be stated. Dutiregwhole period of 2002, when the NBRM has
started to perform controls over the procedurepfavention of money laundering, this segment |has
been a composing part of the controls carried outhe field. Hence, even before the adoption of|the
new Law on Prevention of Money Laundering in 2008¢ has undertaken adequate control activjties
for prevention of the existence of anonymous actoimthe country. The adoption of the Law jon
Prevention of Money Laundering and Financing Tesrorhas implemented an explicit ban for the
existence of anonymous accounts. All field costiohplemented upon the adoption of the Law|on
Prevention of Money Laundering and Financing Tésrrhave been focused, besides other aspedts on
the degree of application of the Law on PreventibriMoney Laundering and Financing Terrorism
which includes application of Article 26 of the Lam Prevention of Money Laundering and Finanging
Terrorism referring to the opening and maintainarpnymous accounts. The controls from NBRM
have shown that there are no examples and no geaitti opening and maintenance of anonymous
accounts in the banks.
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5. Have any sanctions been applied to financiditinsons for infringements under the AML Law?

amount of 73 200 euro in denar counter-value, 2noashave been fined with 9 150 euro and pn

Prevention of Money Laundering and Financing Tésror
During 2007, the NBRM has implemented control af #pplication of measures and activities [fo

controls of banks (19 full and 2 partial control$) savings banks, 223 exchange bureaus and

in the year of 2008 and 4 levelling proceduredhiyear of 2009. The NBRM has initiated 1 levejl

1 misdemeanour procedure in the year of 2008.

Additional guestions since the first progress repdr

In the period of November 2008 until 30.06.200% #dministration has performed an audit for |28
subjects, including 2 banks with implemented procedor levelling which have been fined with an

e

insurance company has been fined with 6 100 eorca(period of 6 months, this totals 88 450 euro).
Furthermore, 22 exchange bureaus have been pamtexiform a correction of the delivered programs
for prevention of money laundering and financingddgsm. Against one insurance company and one
savings bank one has submitted requests for initiadf misdemeanour procedures (with a total
amount of 18 300 euro) to the competent court imioal procedures, envisaged with the Law|on

r

prevention of money laundering and financing tesrarin 5 banks, 3 savings banks, 332 exchange
bureaus and 13 service providers for fast moneystes, during the year 2008 it has implemented 21

16

service providers for fast money transfer and ia geriod from 01.01.2009 - 30.06.2009 it has
implemented control of 9 banks, 63 exchange buraadof 1 service provider for fast money transfer.
On the basis of the determined condition from theléemented controls, the NBRM has passed |one
correction measure for a bank in 2007 and 6 caoorecheasures for a bank in 2008. Against the banks,
the NBRM has initiated 1 misdemeanour procedurénduhe year of 2007, 1 procedure for levelling

procedure against the savings banks in the ye20@8. Against the exchange bureaus, the NBRM has
initiated 8 misdemeanour procedures during the g€a007, 4 misdemeanour procedures and initiated

1) Has the Central Bank taken any measures sire€%mound MER to intensify the drive to reduce the
of cash, including an overarching strategy on thigtter?

use

According to the statistics of the National bank Républic of Macedonia, cash-free transactions
dominant in the Macedonian payment system. Figiurdéise table given in attachment show that credit
debit function of payment cards are much more Sigit than their cash function, having in mind tbeal
number of cards in circulation, as well as, the hanof executed transactions.

The comparison between reports on the usage ofgatyrards in December 2010 and June 2011 show
total number of cards in circulation increased 892 in June 2011, where the increment of credid<
with a debit function is 4,8%, while the usage wédit cards with a credit function shows a decrenuén
1,7%.

The comparison between number of executed tramsactn December 2010 and June 2011 shows
number of executed transactions increased by Onl36ne 2011, where the increment of transactiotis
credit cards with a debit function is 0,3% and ithrement of transactions with credit cards witbredit
function is 1,1%.

The cash in vault is not included in calculatiord alocation of the reserve requirement in the dtatl
bank. This method of calculation of reserve requnaat demotivates the banks to use large amourashf
in their activities. (See ANNEX 2 — Payment cartdgistics)

2) Have sanctions been imposed specifically for AN infringements, at the instigation of the

supervisor, since the adoption of the last evatrateport?

If so, please indicate the main types of AML/Ckffingements detected by supervisors since thetimtop

of the previous evaluation report by distinguishitgtween financial institutions and DNFBH

are

5 that
ar

that
Wi

infringements.
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(NB: please provide statistics on sanctions atisa@ — page 143/4)

The OPMLFT on the bases of the findings from thedeeted inspection supervision imposed 26 corregtiv
measures in 2009, 38 corrective measures in 20@l0lacorrective measures in 2011. The OPMLFT
initiated 10 settlement procedures in 2009 andttlesgent procedure in 2010. The OPMLFT initiated 5

misdemeanour procedures in front of the competauntt én 2009.
The NBRM imposed 3 corrective measures in 20090ective measures in 2010 and 2 correc

tive

measures in the first half of 2011. NBRM initiat&8 settlement procedures in 2009 and 3 settlement
procedures in 2010. NBRM initiated 2 settlemenbcpdures against savings banks in 2009 and 10

settlement procedures and 5 misdemeanour proceid284 0.

MAPAS in 2010 on the bases of the findings from ¢beducted control considered that all (two) pems

companies in Republic of Macedonia are in compkawith the AML/ CFT obligations. Also the pensi

companies have implemented AML/ CFT internal praced and they are developing suspici

transactions indicators software solutions.

So far the SEC has not imposed measure for violatiarticles of AML/CFT issues.

In 2010, PRO according to the yearly plan for auditcording to the AML/CFT Law performed total

audits (10 real estate agencies and 2 casinos)adtii¢s in 5 real estate agencies were performedirats

audits with the OPMLFT. Irregularities were asaired in 5 real estate agencies (the agenciesodidave

prepared and implemented AML/ CFT internal prograsjrand procedure according to Article 53-a of

AML/ CFT Law was implemented.

The main types of AML/CFT infringements detectedffoancial institutions are:

-lack of provided data to the OPMLFT, especiallgases when there is a founded suspicions thafidmg,
transaction or final beneficiary are linked with megy laundering or financing terrorism,

-failure to fully identify the clients,

-failure to report interconnected cash transactionthe OPMLFT in the amount of EUR 15,000 in de
counter value or more,

-failure to implement the procedure of analysing thient, i.e. failure to identify the final bengfiry and
verification of his/her identity, ownership and ragement structure,

-when performing foreign exchange operations, failtp determine the identity of the client befoeete
transaction involving sums larger than EUR 500,

-when identifying the client, failure to retain hgtocopy of a personal identification documenthef tlient,

-clients identified with invalid identification daments,

-overdue provision of responses to requests fa slalbmitted by the OPMLFT pursuant to Article 34t
Law,

-delivery of incorrect information to the OPMLFTice

The main types of AML/CFT infringements detected DINFBP are:

-lack of AML/ CFT programmes submitted to the OPMI,F

-when performing foreign exchange operations, failtp determine the identity of the client befoeete
transaction involving sums larger than EUR 500,

-when identifying the client, failure to retain hqtocopy of a personal identification documenthef tlient,

-clients identified with invalid identification daments, etc.
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3) The & round MER indicated that there is a significantckiag of cases related to serious econo
crimes (para 466). What is the current situatiordamhich measures, if any, were taken to address
concern?

mic
thi

INDEPENDENCE AND IMPARTIALITY

Aiming at improving the legislative framework, irrder to further strengthen the independence of
judiciary and increase its efficiency, in 2010 ttmre reform laws were adopted, incorporating thst
European practices, solutions and standards. Qmgterm basis, they set the firm legislative bfse
independent and autonomous judiciary. They arenlmathe Law on Academy for Judges and Pu
Prosecutors, Law amending the Law on LitigationwLan Expert Testimonies, as well as Law
Assessment, and the package of laws adopted inmlme2010: the Law amending the Law on CoJ

the
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Law amending the Law on Judicial Council of the Ra of Macedonia; the Law amending the Law

on

Court Budget, the Law amending the Law on Courtdatdthe Law amending the Law on Judicial Servjce;

the Law on Administrative Disputes; the Law on Gnat Procedure.

« Law on Academy for Judges and Public Prosectiteriss purpose is to create high profile profesalgn

staff to perform the offices of a judge or publiogecutor, through redefinition of the requiremdnts
enrollement of candidates for the initial trainimgtroduction of psychological test and test okanity;
increased duration of the initial training; thehtigf the best-ranked candidates in the first stdgeitial

training — theoretical part — to decide whetherythwuld perform the office of a judge or of a pahl

prosecutor; as well as continuous vocational dgraént of judges and public prosecutors.

« The Law amending the Law on Couftsedefines the competence of basic (lower) couitts asic and

extended competence, redefines the general coritio election of judges it defines special cooulit for
election of judges; introduces the new, Higher Adstiative Court, redefines provisions on discgufin
procedure and introduces new grounds to establigimipetence and unconscientiously work; introduegs
principle of transparency, through mandatory eistaing of public relations offices in courts, ampainting
a responsible officer to work in those officesabdishes the obligation for courts to publish teeidions
passed on the web-sites of the court within twesdeym the date of producing and signing them.

» The Law Amending the Law on Judicial Council of fRepublic of Macedonia prescribes the procedure

and defines objective and measurable criteria fomitaring and evaluation of the work of judges.

« An important segment for the independence of theiary is its financing, which was improved thrdu
the adoption of the Law amending the Law on Countidf®, establishing a fixed percentage

financing of judiciary, amounting to 0,8 percent BDQvhich is twice as high as the current court letidg

for

The level of 0,8 percent of GDP will be reachedgpegsively, with equal increasements until 2015,
whereby it is foreseen that in 2012 it reachesdékiel of 0,5% GDP, 0,6% in 2013, 0,7% in 2014 and

0,8% in 2015. Other new developments in the lawthat in a case of rebalancing the Budget of
Republic of Macedonia, the funds to finance thegiadl power could not be decreased. Within the €

the
Dur

Budget there are contingency funds as current yveseand they must not exceed 2% of current

expenditures of Court Budget. When allocating theds from the Court Budget, at least 2,5% mus
spent on vocational training of judges, law cledayrt police and other employees of courts.

» The Law amending the Law on Judicial Service furtbgulates the already established single legaidvork
regulating the bases of rights, duties and respititiss of judicial servants; it further regulatie® employmen
procedure, it introduces a career supplement atel fand easier advance in the service throughtemal ad.

» The Law amending the Law on Administrative Dispuiesroduces the right to appeal in t
administrative disputes and establishes the Higldeministrative Court.

« The Law on Management of Court C&3eforesees use of automated computer system togeaiwairt

t be

cases; respect for legal deadlines for procedutibra as well as for the adoption, producing and

publishing the court decisions; it foresees esthbig of Taskforce to manage the case flow thrahel
courf?, which proposes measures to prevent and reducbattidog of cases, regulates the modalitie
publication of court decisions on the web-siteheftourt.

EFFICIENCY OF THE JUDICIARY

18 Adopted on 02.07.2010, published in the Officialz&tte 88/2010

19 Official Gazette 150/2010:
20 adopted on 28.10.2010, Official Gazette of theuRdip of Macedonia No. 145/2010.
21 Official Gazette of the Republic of Macedonia “.N@1/2010

22 president of the Court establishes the Task Fureeanaging the case-flow, chaired by the courirgimator or an individual
appointed by the president of the court, in couttsre there is no court administrator. Its memarsrresidents of the court’s

departments and court officers in the rank of meanalgcourt servants, or professional court ses/ant
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To further increase the efficiency of the judicjagveral laws were produced and enacted, as follow

« Law on Litigatiorf®, (vaction legis 1 year, in force as of 07.09.201$jrengthens the legal certainty and

contributes towards more efficient and more econambperation of courts, reducing the duratioprotedures
and creating more business-friendly climate. Mogtdrtant developments in the law are the mandateparatory

hearing, specified deadlines for procedural astioncreased quality of writs, introduced altenmattispute)
resolution modalities — mediation; improved systnservice of writs and electronic service; introgid audio
recording of hearings, by which the audio recordiegomes an integral part of the court case.

« The Law on Expert Evidenteregulates for the first time this substance imi#otm way, prescribing
clear criteria for expert evidence to be presehtetiighly professional and qualified individualshavmeet the
prescribed requirements and have passed a proigssiam, and have obtained licences, which gueasuojuality
expert evidence by expert witnesses, who are eegikin a Register of Expert Witnesses. The ongadgtional
education is also regulated. There are 5 secotaffisiation items adopted, providing for the impéaration of thig
law”. Decisions to establish committees for professiemams for expert witnesses in respective area

S. A

working meeting was held on 20.04.2011 with thesjolents of those committees, to decide on|the
timeframe of activities related to these profesai@xams for expert withesses.

REFORM OF PENAL LEGISLATION

Within the reform of penal legislation, and regagdithe first segment, substantive penal law, the |a
amending the Criminal Code is applied from March@®0

The second segment of the reform of penal legislatthe reform of penal procedural law, has been

finalized by the adoption of the new Law on Crimiffaocedure, in November 2010 (vacatio legis af 2

years). The Law foresees changes to the strucfulleereliminary procedure and the trial proceda®

well to the competences and organization of thenngarticipants in the procedure. Also, within the

preliminary procedure, a new role, more active caregd to the previous situation, is foreseen forpihiglic
prosecutors. Main points of the reform are: extenalgplication of the principle of opportunity inirainal
prosecution; affirmation of the out-of-court setilents and simplified procedures; abandoning ¢
paternalism by shifting the burden of proof to ffeties; providing an active, leading role of theblic
prosecution in the preliminary procedure, with a@éit control over the police; abolishing the judlig
investigation and the public prosecution taking ldeed in the preliminary procedure; introducingyatem
of preclusions for certain procedural actions arehsares against abuse of procedural competenc
parties; strict deadlines for passing and writihg verdict and decision; optimisation of systenegfal

ourt

S by

remedies; implementation of European Union and Cibusf Europe documents on penal procedure;

creation of efficient public prosecution and estibhg new operational and managerial structureyelsas
leading and cooperating with police and other lafoeeement bodies.

To implement the law, the implementation of the\étiés from the Action Plan for Implementation ibfe
Law on Criminal Procedure commenced, through maariee of regular coordinative meetings of

the

taskforce, and so far seven have been held codi@ineneetings, with representatives from the OSCE
Spillover Mission, representatives of the OPDATgrmeanme of the Embassy of USA in the Republig of

Macedonia, the presidents of the Bar Associatibthe Association of Judges and the AssociatioRudilic
Prosecutors, and the Director of the Academy faaining of Judges and Public Prosecutors. In
meetings, the Framework programme for training tw ltaw on Criminal Procedure at the Academy

the
for

23 | aw amending the Law on Litigation — adopted ord842010; Official Gazette 116/2010.

24 |Law on Expert Evidence - adopted on 23.08.20fici@ Gazette 115/2010.

% Rules on format, contents and modalities of resmfdexpert evidence presented; Rules on modafitiepassing the
professional exam for expert witnesses; Rules amdb, contents and form of the passed professixeh; Rules on
format, contents and modalities on keeping the Repgiof Expert Witnesses; Rules on format, contants form of
the licence for expert witnesses and modalitiestéassuance and extension.
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Judges and Public Prosecutors was presented, aptbuides basic trainings for judges and pu
prosecutors, representatives of the court polickadtorneys, study visits, developing working miaderfor
implementation of trainings, as well as developingractice Book for application of the Law on Cniali
Procedure.

Within the normative framework, on 11 April 201hetLaw amending the Criminal Code was adopted,
under preparation is the draft Law amending the bavPublic Prosecutor’s Office, as well as thetdrafv
amending the Law on Juvenile Justice.

EFFICIENCY OF THE JUDICIARY

STATISTICAL INDICATORS - case flow through coufts

Regarding the efficiency of the judiciary, evidan¢ positive results and timeliness in resolvingrtoases
as a result of the strengthening of institutioregacity, education of personnel, improved persqrapeltial
and material conditions of work, as well as coesistpplication of the adopted laws, which havéleat
identified bottlenecks in the judiciary (enforcerharases, misdemeanours and administrative displ
relieving the courts of the aforementioned typesasfes.

Therefore, in 2009 the courts in the Republic ot&tionia have for the first time fully managed taldeth the
number of cases arriving. This trend continues0it02too, when the influx of new cases was fullyhagged and
additional 281.986 cases were resolved (41%).

The number of unresolved cases in all courts inRbpublic of Macedonia at the end of 2010 was i
compared to the number of unresolved cases anthef 006, by 183.543 cases, or 22%

Also, the number of newly-arrived cases for prsiogsby all courts in 2010, compared to 2006, \edsiced by,
197.194 cases, or 23%.

In 2010 the courts resolved a total of 967.352s;ashich is an all-time record. The number of degidases in

2010. compared to 2009. increased by 328.329 casesord 52%.

The biggest progress in terms of statistical indisas shown by the basic (lower) courts. In tasidcourts in the

Republic of Macedonia, the number of unresolvedsasthe end of 2010 decreased by 199.005 or 8d%beced
to the number of unresolved cases at the end 6f 200

Also, the number of newly arrived cases for prangdsy basic courts in 2010, compared to 2006, redsced by
203.823 cases, or 24%.

The number of newly arrived cases in all courtthim Republic of Macedonia, in the first trimesté2011,
compared to the same period in 2010 clearly shedsgaed influx by 12 536 cases, or 7%.

In the first trimester of 2011, the influx of newses has been managed (165 509, while 178 643 ltage
been resolved), which means that 13 134 caseswargeresolved, which amounts to 7,9%.

The number of unresolved cases in all courts inRbpublic of Macedonia, at the end of the firgnaster
of 2011, compared to the same period in 2010 has texluced by 293 728 cases, or 30,7%.

To implement the European Commission recommendatiastablish unified court statistics, a task-0
was established (Ministry of Justice, Supreme CofiRM, Judicial Council of RM, Appellate Court Sti
Administrative Court, the State Statistical OffitéSAID), which started its activities on establigithe
methodology for collection and processing of stigtid data on cases before the courts.

ICT

An important segment influencing the efficiency drahsparency of the judiciary is the functionirigetectronic
judiciary. Outstanding progress in the area of rinfition technology in judiciary is achieved throutyie
introduction of Automated Court Cases Managemdotrimation System (ACCMIS), which is fully function

and which generates, on an ongoing basis, reparisidges and court management to track the cases;

and hearings for any case, date, courtroom ancejudg
To ensure functioning of ACCMIS, in 2010 additibriachnical equipment was installed (hardwa
software, additional services and central data tgacdolution) in all courts, providing state-of-thg-IT
equipment to support ACCMIS in the judiciary.

All courts in the Republic of Macedonia, continugyslblish data on their web pages scheduled ceaririys.
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and

Ites)

LIC

n)

\re,

The Legal Database Information System (LDBIS) comtiisly and daily receives entries of new lawajletigns
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and acts published in the Official Gazette of tlepublic of Macedonia, whereby between June 2008 &rfspril
2011 entered was a total of 21.772 legislative.astso, the Database of International Legal Instnts is
available from the web-site of the Ministry of Jesst It contains 180 documents (142 multilaterdl 28 bilateral).
To upgrade the ICT in the Public Prosecutor’s @fficche Government of RM, on 29.03.2011 published
Information on Advancing the Functionality, Spatileeds and Information Technology in Pul
Prosecutor’s Office, establishing measures to impla the activities for introduction of Internetelwsites
and network linking all public prosecutor’s offices

COURTS’ INFRASTRUCTURE
Aiming at improving the judicial efficiency and bosss climate, activities were undertaken to imprthe
courts’ infrastructure and to strengthen courtgadties to implement the judicial reforms.

TRANSPARENCY OF COURTS
The web-sites of courts publish anonymized coucisitens and verdicts on an ongoing basis, andecis
can access them at all times. Between July 200D4a1@4.2011. 60.014 decisions were published.

ACADEMY FOR JUDGES AND PUBLIC PROSECUTORS
For the purpose of implementing the Law on AcaddanyJudges and Public Prosecutors, on 25 Jan
2011 the new Statute of the Academy was adoptedtandollowing documents prepared and appro
General program for compulsory continuous train@j1/2012; Rules of Procedure of the Progran
Board of the Academy; Rules of Procedure of therBa# Directors of the Academy; Rulebook on t{
implementation of programs for continuous trainirfgtlebook for determining the remuneration
members of the Board of Directors, Programme Bodrel,Commission for the entrance examination
the Commission for final exams, teachers, attersdahtthe initial training for candidates for judgasd
public prosecutors and the Rulebook on organizadiwh operation of the library. The Rulebook onrimag
organization and the Rulebook on systematizatiorjobk in the Academy are being finalized. T
Rulebook for entrance exam is being prepared ia Viith the legal amendments for the introductior]
psychological and integrity tests.
In February 2011, the Academy for Judges and P&bisecutors of the Republic of Macedonia adopteq
2010 Annual Report on the work of the Academy, adiog to which programs for initial and continuo
training were implemented in full, the capacity thie Academy was upgraded and the national
international cooperation improved.

As regards the continuous training of judges andipyprosecutors and other target groups, the itiesy
under the Framework Program for continuous profesditraining of judges, public prosecutors ancep
target groups for the period 2009/2010, were imeleied in full.

In the period from September 2010 to April 201% thtal of 149 events took place in the form of sams,
conferences, workshops, round tables, train thieeira and mentor trainings. These events covereq
topics in the area of criminal law, new Criminada@riminal Procedure Codes, civil law, commercéal |
and bankruptcy, and trainings for presidents ofrtsoand public prosecutors, training for newly appsx
judges and public prosecutors (criminal, civil land generaissues), administrative law, international Ig
EU law and general topics. Trainings were attertiled709 participants, of whom 2844 are judges, &6
bailiffs, 866 prosecutors, 47 counsellors from [mpkosecutor’s offices and 431 representativestbér
institutions.

4) Please indicate the underling predicate offenaesthose ML cases that have been investigs
prosecuted and convicted since the last progressrte

Most common predicate offences are: tax evasiosusei of official position, forgery of business bsg
damaging of creditors, securities fraud, custorasdr fraud for obtaining credit and drug traffiain
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5) What measures have been taken to meet the gmonrecommendations on R.3 (Confiscation) and

please indicate, if possible, the numbers and artsooinconfiscations order made in the ML and ecdnqg
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crime cases?




Within the reform of penal legislation, and regaglithe first segment, substantive penal law, the |a

amending the Criminal Code is applied from Marcth@0

The second segment of the reform of penal legislatthe reform of penal procedural law, has been
finalized by the adoption of the new Law on Crimifaocedure, in November 2010 (vacatio legis af 2

years). The Law foresees changes to the strucfuleepreliminary procedure and the trial proceda®

well to the competences and organization of thenngarticipants in the procedure. Also, within the

preliminary procedure, a new role, more active caregd to the previous situation, is foreseen forpihiglic
prosecutors. Main points of the reform are: extenalgplication of the principle of opportunity inirainal

prosecution; affirmation of the out-of-court settlents and simplified procedures; abandoning court

paternalism by shifting the burden of proof to heeties; providing an active, leading role of theblx
prosecution in the preliminary procedure, with @éit control over the police; abolishing the judlig
investigation and the public prosecution taking ldeed in the preliminary procedure; introducingyatem

of preclusions for certain procedural actions arehsares against abuse of procedural competences by

parties; strict deadlines for passing and writihg verdict and decision; optimisation of systenegfal
remedies; implementation of European Union and Cibusf Europe documents on penal procedu
creation of efficient public prosecution and estibhg new operational and managerial structureyelsas
leading and cooperating with police and other lafoeeement bodies.

To implement the law, the implementation of thavéits from the Action Plan for Implementation thfe
Law on Criminal Procedure commenced, through maarnee of regular coordinative meetings of t

re;

he

taskforce, and so far seven have been held codi@ineneetings, with representatives from the OSCE

Spillover Mission, representatives of the OPDAT gseanme of the Embassy of USA in the Republig
Macedonia, the presidents of the Bar Associatibthe Association of Judges and the AssociatioRudilic
Prosecutors, and the Director of the Academy faaining of Judges and Public Prosecutors. In

the

meetings, the Framework programme for training te ltaw on Criminal Procedure at the Academy|for
Judges and Public Prosecutors was presented, aptbuides basic trainings for judges and public

prosecutors, representatives of the court polickadtorneys, study visits, developing working miaderfor
implementation of trainings, as well as developingractice Book for application of the Law on Cniali
Procedure.

Within the normative framework, on 11 April 201hetLaw amending the Criminal Code was adopted,|and

under preparation is the draft Law amending the bavPublic Prosecutor’s Office, as well as thetdrafv
amending the Law on Juvenile Justice.

Manuals were developed, presenting the new conacefpthe criminal procedure from practical and

comparative aspect, with a special overview offtflewing topics:
» Preliminary procedure — detecting and reportingdemnce and special investigative measures
* Investigative procedure
* Main hearing, with an overview on direct and cregamination
» Accelerated procedures, with a special overviewlea-bargaining
Regarding the Implementation of Training Activitidhe selection of future trainéfswas realized, who

have attended on initial training of trainers. Aeary for judges and public prosecutors have condugte

training courses for trainers for the implementatd the new Law on Criminal Procedure:

-In cooperation with OSCE, 3 trainings were orgadjzout of which the first one was technical inunat
intended for 25 future trainers, while the otheo tnainings were thematic, related to cross exationand
plea bargaining, and they were attended by 44dutainers.

-In cooperation with the programme OPDAT, one tvagsitraining was organized, on the topic “New Liaw

on Criminal Procedur: New Roles for All Participant in the Procedur”, attende by 38 participant, (7

27 Judges, public prosecutors and representativesedflinistry of Justice, Ministry of the InteridBureau of Financial
Police, Office for Prevention of Money LaunderimdaFinancing Terrorism, Customs Administration, afttdrneys,
as well as professors from the Faculty of Law.
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judges, 11 prosecutors and 20 other participants).
-In cooperation with the OSCE, one (two-days) I8ofasession was organized, to complete the firaky
teams and training materials for the new Law omm@ral Procedure, on which attended 21 participé®t
judges, 7 public prosecutors and 6 other parti¢g)an
-In cooperation with OPDAT, 1 training of traineir the new law was realized, on which attended
future trainers, who will become certified traindrem the National Institute of skill in the conduaof
litigation (Nita) Chicago, lllinois - United States

There were also Realized 2 study trips organize@roatia and Italy, on which attended 15 futurénies,

and from 2 to 5 May 2011, in cooperation with OPDWill be realized a study visit to the European (¢
of Human Rights in Strasbourg.

N =

25

u

A total of 16 basic trainings are planned for 2(fslrealization has started at the end of May 2011




2.5 Questions related to the Third Directive (2005/60/EC) and the Implementation
Directive (2006/70/EC)28

Implementation / A

pplication of the provisions in the Third Directive and the Implementation Directive

Please indicate whethg
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 provisidresn the Third Directive.
The AML Law has been adopted and shall enter imtoefin January 2009.
For the objective of harmonization with the Thirdtdative of the EU for prevention ¢
the usage of the financial system with purpose edgpom money laundering arn
financing terrorism from 2005 (2005-60-EC), thedgtive of the Commission 200
70-EC on defining the "politically exposed personsh the technical criteria fg
simpler analysis of the client and exceptions foe financial activities that an
performed temporarily, the 40 Recommendations ofTFFAand the 9 Specia
Recommendations of FATF for prevention of financiegrorism, as well as abo
surpassing the legislation vacuum, one shall p@@okaw on amending the Law
Prevention of Money Laundering and Financing Tésror

The provisions from Article 2, paragraph 1 itemnel dhe provisions from Section
(performance by third parties) shall not be applied

\iﬁ'_—'_"_'('D—s‘-I”Q_—h

4

Please
whether the Third
Directive and the

Implementation
Directive have beer
fully implemented /
or are fully applied
and since when.

indicat¢ The AML/ CFT Law implements the provisions from thehird Directive the|

Implementation Directive.

n

Beneficial Owner

Please indicate whethg
your legal definition of]
beneficial owner
corresponds to th
definition of benéeficial
owner in the 3rd
Directive29 (please als
provide the legal tex
with your reply)

The term "beneficial owner" in Article 2, item 10tbe AML Law has been defined g
the following manner:
"10. “Final owner” shall be physical entity which final owner or which shall realiZ
control upon the client and/or physical entity ohose behalf and for whose acco
the transaction or the activity is being performetiereas as final owner in the leg
persons one shall deem:
a) physical entity realizing a direct or indirectrpeipation of minimum 25% of the totg
shares and equities, i.e. from the right to voteths legal entity, including th
ownership of the shares of the holder and
b) physical entity which on any manner shall reatinntrol by managing legal entity.’
In the Draft-Law, the definition of the term “berm@él owner” shall be complemente
as follows:

"10. “Final owner” shall be physical entity whiehfinal owner or which shall realiz
control upon the client and/or physical entity ohose behalf and for whose acco
the transaction is being performed.

Final owner of legal entity or trust shall be ploggientity:

a) realizing a direct or indirect participation ofinimum 25% of the total shares al

of the holder and/or

b) which on any other manner shall realize contreér the management or sh

unt
jal

A

4%

2

D

unt

nd

equities, i.e. the rights to vote of the legal niincluding the ownership of the shares

all

2 For relevant legal texts from the EU standardsAggeendix |1.
2 please see Atrticle 3(6) of thé Birective reproduced in Appendix I
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realize profits over the legal entity.

Please

whether your lega
definition of
beneficial owner|
corresponds to th
definition of
beneficial owner in
the 3° Directive®

(please also provid
the legal text with

your reply)

indicat¢ The AML/ CFT Law defines the term “beneficial owhén article 2 point 9 in

correspondence with the definition of beneficiahewin the 3 Directive as follows:
“9. “Beneficial owner” shall mean a natural persamo is the owner or who has dire
| influence on the client and/or natural person iroséhname and on whose behalf
transaction is being performed.

A beneficial owner of a legal entity shall be aunat person:

a) who has a direct or indirect share of at le&8b Df the total stocks or share,
e rather the voting rights of the legal entity, irdilug possession of bearer shares and
b) who otherwise exercises control on the managewofesind gains benefits from th
legal entity;”

Risk-Based Approach

indicate  th
extent to which
financial institutions
have been permitted t
use a risk-base
approach to dischargin
certain of their
AML/CFT obligations.

Please

With the provisions from Article 9, paragraph 2tb& Law on Prevention of Moneg
Laundering and Financing Terrorism, the subjectsdare without exception to app
each measure from the procedures for client amalytbiough the range can
determined depending on the risk assessment afithe, business relation, product
transaction.

From another part, the subjects are due to makedcuments for assessment of
risk and the decision they adopted for the range@fpplied measures available to
Administration and the supervision organs, andoifion that the range of undertak
measures is in accordance with the determinedbfiskoney laundering and financin
terrorism.

indicate th
extent to  which
financial institutions
have been permitte
to use a risk-base
approach to
discharging certain o
their AML/CFT

Please

EThere have been no changes since the first proggpest.

[oN

f

obligations.

Politically Exposed Persons

Please indicate whethg
criteria for identifying
PEPs in accordanc
with the provisions in
the Third Directive and
the Implementation
Directive® are provided
for in your domestic
legislation (please als
provide the legal tex
with your reply).

The term PEP is determined in Article 2 of the AlM&w on the following manner:
“12. “Politically exposed persons" shall be phykiparsons having been entrusted
currently perform exposed public functions in thepRblic of Macedonia or in foreig
country, for a period of minimum one year (such asesidents of states af
governments, ministers and deputy ministers, MBgresne and constitutional judge
ambassadors, high military officials, high offigain enterprises which are in st
ownership and other) and members of their famifyo(se, partner equal to spou
children and their spouses or partners and theangs) or persons known to be clos
related to them (business partners or associdtes).

In accordance with Article 14 paragraph 5 of the [AMAw, the subjects are due {
undertake measures of enforced analysis of thatclie. to undertake the followin
measures:

ct
the

or
or
e

y
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pe
or
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“(5) When the subjects shall perform transactionenter in business relation w

%0 please see Article 3(6) of thé Birective reproduced in Appendix II.
%1 please see Atticle 3(8) of thé? Directive and Article 2 of Commission Directive B870/EC reproduced in

Appendix II.
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politically exposed persons, they shall:
a) perform analysis in order to determine whetlier tlient is politically expose
person on the basis of the procedures envisagedebpdministration in cooperatio
with supervision organs;
b) to provide approval from the management strestufior establishing busine
relation;
c) to undertake adequate measures in order tondietrthe source of the mea
included in the transaction or in the businesdimiaand
d) implement permanent enforced control of theress relation.”
The Draft-Law shall amend the provisions in Artrilan Art 14 referring to PEP:
“Article 2
11. “Politically exposed persons" shall be physipatsons, Macedonian or forei
citizens having been entrusted or currently perfexposed public functions in th
Republic of Macedonia or in foreign country, (suab: presidents of states al
governments, ministers and deputy ministers, M&gresne and constitutional judge
high military officials, officials in enterprises istate ownership and etc) and memk
of their family (spouses, partner equal to spoakédren and their spouses or partn
and their parents) or persons known to be closelynected with them (busine
partners or persons found legal entity in beneffithe abovementioned person) f
period of minimum 1 year upon the termination affpening the public function or o
the basis of the previously determined procedureisk assessment.
Article 14
“(4) When the subjects shall perform transactionsmter in business relation wi
politically exposed persons, they shall:
a) on the basis of previously determined procedoireisk assessment, they need
determine whether the client is politically expogenison, or if that is not possible,
provide his/her written declaration;
b) to provide approval from the management strastuior establishing busine
relation;
c) to undertake adequate measures in order tondietrthe source of the mea
included in the transaction or in the businesdicrieand
d )to implement permanent enforced control oftithsiness relation.
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Please
whether criteria for
identifying PEPs in
accordance with th
provisions in the
Third Directive and
the Implementation
Directive™ are
provided for in your|
domestic legislatior]
(please also provid
the legal text with

your reply).

indicat¢ The AML/ CFT Law defines the term “Holders of pigbiunctions” in article 2 poin

11 in correspondence with the definition of PEP tie 3° Directive and the
i Implementation Directive as follows:

“11. “Holders of public functions” shall mean naturpersons citizens of othg
countries who are or have been entrusted with publnctions in the Republic ¢
Macedonia or another country, such as:
a) presidents of states and governments, miniatetsleputy or assistant ministers,
b) members of parliament,

=) elected and appointed public prosecutors angejsith courts,
d) members of state audit institution and membégeshmward of a central bank,
e) ambassadors,
f) high ranking officers in the armed forces (rahkgher than colonel),
g) other elected and appointed persons pursuahtvwo and members of managem:s

[

eI

—

2Nt

bodies of state owned enterprises and

32 please see Article 3(8) of thé Directive and Article 2 of Commission Directive G8I70/EC reproduced in

Appendix II.
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h) persons with functions in political parties (nmmsrs of political party bodies).
The term “holders of public functions” shall alsover:

a) close members of the family with whom the holdethe public function lives i
communion at the same address and

b) persons who are considered to be close asssiciate
-business partners (any natural persons known ve f@nt ownership of the lega
entity, has concluded agreements and has establigher close business links with
“holder of a public function”) and

-persons who have incorporated a legal entity onalbeof the holders of publi
functions.

Persons shall be considered holders of public fonstas referred to in items a) to
for at least one year after the cessation of tHaipdunction, and on the basis of
previously carried out risk assessment by theiegtit

According to the article 14 paragraph 4 entities@bliged to perform Enhanced Clig
Due Diligence when conduct or enter into a busimeksgionship with holders of publi
functions and to implement the following measures:

“a) based on previously determined procedureistrevaluation to determine wheth
the client is holder of public function or if this not possible to provide client
statement.

b) to provide an approval for establishing businetsation with the client, which ha
been issued by entity’'s management structures,edlsas to provide a decision fq
extension of the business relation with the existilent who became holder of pub
function, made by entity’s management structures;

¢) to undertake appropriate measures in order terréne the source of client's fun
which is holder of public function;

d) to perform intensive monitoring of the businesktion with the client holder @
public function.”

“Tipping off”

Please indicate whethg
the  prohibition is
limited to the
transaction report o
also covers ongoing Ml
or TF investigations.

According to the provisions from Article 28 of tiheML Law, the following shall bg
included:
“(3) The subjects and their employees may not imftre client or third party about th
delivery of data to the Administration or aboutetimeasures and actions underta
on the basis of this Law.

(4) The ban from paragraph (3) of this Article $laddo refer to the cases in which o
shall deliver data to the supervision organs ordbmpetent organs for applying t
law”.

In accordance with the quoted provisions, the fsohibition to inform the client fg
delivering data to the Administration on any basis, delivering information is nag
permitted concerning submitted cases: For CTR, SdrRadditional data an
information. This ban shall also apply if one sksalbmit data to the supervision orgd
or law enforcement agencies.
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With respect to the
prohibition of “tipping
off” please indicate
whether  there  arg
circumstances where th
prohibition is lifted and,

if so, the details of suc

The AML Law and the Draft-Law do not determine tieems and conditions und
which the ban for "tipping off" shall be lifted.
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circumstances.

Please indicate
whether the
prohibition is limited
to the transaction
report or also cover
ongoing ML or TF
investigations.

¢ Article 28 of the AML/ CFT Law regulates the “tipyg off” issues on following
manner:

“Confidentiality of Data
Article 28

(1) The data provided on the basis of this Lawl dfeconfidential and may b
used only for the detection and prevention of mdaapdering and financing terrorisn

(2) Submission of the data referred to in paragrdphof this Article to the
Office, the supervisory authorities and the lawoecément authorities shall not
considered as disclosing a business secret.

(3) The entities, persons managing with entitied their employees cann
inform the client or a third party on the submissad the data to the Office or on oth
measures or actions undertaken on the basis dfaiis

(4) The prohibition referred to in paragraph (8}hos Article shall refer to thg
submission of data to the supervisory authoritiestae law enforcement authorities.

- @
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With respect to the
prohibition of
“tipping off” please
indicate whethe
there are
circumstances wher
the prohibition is
lifted and, if so, the
details of such
circumstances.

h

“Corporate liability”

Please indicate whethg
corporate liability can
be applied where a
infringement is
committed for the
benefit of that lega
person by a person wh|

occupies a leadin
position  within  that
legal person.

In direction of alleviating the strengthening oktimechanisms, the new legal dr
provisions in the Criminal Code shall envisage arahresponsibility for legal entities
The legal entity shall be responsible for crimiaat committed by responsible pers
in the legal entity, on behalf of , on the accoomntor benefit of the legal entity (Articl
28-a paragraph 1)

In Article 28-a it is envisaged that the legal gnsihall also be responsible for crimin
act committed by his/her employee or representaifvihe legal entity with which

significant property gain has been acquired or iedamage has been inflicted,

carrying out a decision, an order or other decisiorapproval of an administratiy
organ, managing organ or supervision organ shafinn@commitment of criminal a
(Article 28-a, paragraph 2, item 1), or the omiesid the obligatory supervision of th
administrative organ, the managing organ or theesigion organ has resulted

committing criminal act (Article 28-1 paragrapht@m 2) or the administrative organ,

the managing organ or the supervision organ dicoretent the criminal act or did n
report it before initiating criminal charges agairthe perpetrator (Article 28-
paragraph 2 item 3). All legal entities shall bédh&riminally responsible under the

conditions from paragraph (1) and (2) of this Agjowith the exception of the state,

while the Units of local self-government shall belchresponsible solely for the ag
committed out of their public authorizations (Aki28-a paragraph 4). In relation

the same conditions from paragraph (1) and (2hisfArticle, foreign legal entity shall

be held criminally responsible if the act has beemmitted on the territory of th
Republic of Macedonia, irrespective of the fact the legal entity has a representat
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or branch office on its territory (Article 28-a pagraph 5).

In view of the limits of responsibility of the lelgantities, the responsibility of the leg
entity does not exclude the criminal responsibitifythe physical entity as perpetraf
of the act (Article 28-b paragraph 1), while undiee conditions from Article 28-
paragraphs (1) and (2) of this Article, the legatitg shall be held responsible fi
criminal acts even when there are factual or legglediments for determining th
criminal responsibility of the physical entity agrpetrator of the act (Article 28-
paragraph 2). In relation to the responsibilitye tilew provisions shall envisage thal
the criminal act has been committed by negligenbe, legal entity shall be he

responsible under the conditions from Article 28fathe Criminal Code, if the law

envisages penalty for criminally negligent actstige 11 paragraph 2 of the Crimin
Code) (Article 28-b paragraph 3).
Responsibility shall also be envisaged in caseaokhuptcy of the legal entity, hen

the legal entity in bankruptcy shall be held reslolie for criminal act committed untl

the adoption of a decision for initiating bankrupfroceedings under conditions frg
Article 28-a from the Criminal Code, if with thetagignificant property gain has be
acquired or severe damage has been inflicted (&r#i8-c paragraph 1), and if befq
the completion of the criminal procedure against flegal entity there occu
integration, merger, division or other change daieed by Law due to which it n
longer has the status of legal entity, the crimpralcedure shall be carried out agai
its legal successor or successors (Article 28-agraph 2).

Fine is being pronounced as main penalty (Artiddea9oaragraph 1), as regards

envisaged penalties for legal entities for crimiaetls of legal entities. The fine shall
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pronounced in the amount that is not smaller th2t @00 denars, neither higher than

30 millions of denars (Article 96-a paragraph 2hiles for criminal acts committe
from cupidity, as well as for criminal acts acqogiproceeds or causing damages
big scale one can pronounce a fine up to the doameunt of the maximum of th
penalty or in range of the height of the causedatpmi.e. acquired proceeds, but
more than ten times their amount (Article 96-a peaph 3).

In addition to the main penalties for the legalitees, one has envisaged second
penalties under conditions determined by the Crnibode, hence when the co
shall assess that the legal entity has misuseakttgity and that there is a danger

recommitting the crime in the future, it can passe mr more of the secondary

penalties. ban on obtaining permit, license, cssiom, authorization or other rig
determined by special law (Article 96-b paragraphhkibn on participation in publi
call proceedings, awarding contracts for public cprement and public-privat

partnerships agreements (Article 96-b paragraph&t),on founding new legal entitigs;
(Article 96-b paragraph 3), ban on using subvestiamd other favourable loans;

(Article 96-b paragraph 4) revocation of permitelise, concession, authorization
other right determined by special law; (Article Bgaragraph 5); temporary ban

performing separate activity; (Article 96-b parggra); permanent ban on performi
separate activity; (Article 96-b paragraph 7) asrnination of legal entity (Article 96
b paragraph 7).

Can corporate liability
be applied where th
infringement is
committed for the
benefit of that legal
person as a result (
lack of supervision of
control by persons wh
occupy a leading

Refer to the response of the previous question
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position  within  that

legal person.

Please indicaté
whether
liability  can
applied where
infringement is
committed for the
benefit of that lega
person by a perso
who  occupies 4
leading position
within legal
person.

be
ar

that

® There have been no changes since the first proggpss.
corporate

=}

Can corporate
liability be applied

where the
infringement is
committed for the

benefit of that lega
person as a result ¢
lack of supervision o
control
who occupy a leadin
position within that
legal person.

by persons

There have been no changes since the first progrpest.

=

DNEBPs

Please specify whethe
the obligations apply tq
all natural and legal
persons trading in al
goods where payment
are made in cash in &
amount of € 15000 o
over.

In accordance with the provisions of Article 24tbé AML Law, it is prohibited tq
perform payments in cash, i.e. paying and receicash in the amount of 15 000 el
or more in denar counter value in one or more cot@getransactions, not carried @
through a bank.

From the reasons from which this ban has beendatred, i.e. these legal and physi
entities are not allowed to perform payments irhcétshas been assessed that the
of their usage for money laundering and financigarism is low and these persa
are not taken as subjects pursuant to the AML Law.

Please specify
whether the
obligations apply to
all natural and lega
persons trading in al
goods wherg
payments are made
cash in an amount @
€ 15 000 or over.

There have been no changes since the first progrpest.

= 35
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2.6 Statistics

2.6.1 Money laundering and financing of terrorism cases

Statistics provided in the first progress report

2005
Investigations Prosecutions CEIETaE Proceeds frozen Proceeds seized FTOEEEES
9 (final) confiscated
amount
cases ersons cases Persons cases ersons cases amount cases amount cases (in
P P (in EUR) (in EUR) EUR)
ML 6 24 4 18 1 2 / / / / / /
FT
2006
Investigations Prosecutions Cogc;/r:;tll)ons Proceeds frozen Proceeds seized Proceeds confiscated
cases ersons cases Persons cases ersons cases amount cases amount Cases amount
P P (in EUR) (in EUR) (in EUR)
ML 9 60 5 44 3 34 1 / / 1 2.329.263,00
FT
2007
Investigations Prosecutions Co(r;;/r:c;tlgons Proceeds frozen Proceeds seized Proceeds confiscated
cases ersons cases Persons cases ersons cases amount cases amount cases amount
P P (in EUR) (in EUR) (in EUR)
ML 2 2 2 2 2 2 / / / / 1 830.060,00
FT




2008

Investigations Prosecutions Cog;/rl‘;tll)ons Proceeds frozen Proceeds seized | Proceeds confiscated
amount amount amount
cases persons cases persons cases persons cases (in EUR) cases (in EUR) cases (in EUR)
ML 6 16 4 13 / / 1 373.902,00 / / / /
FT
(30) .09. 2009
Investigations Prosecutions Co(r;;/rllc;tlgons Proceeds frozen Proceeds seized Proceeds confiscated
cases persons cases persons cases persons cases (?:Eb'g) cases (?r:ngﬂg) cases (?r:ngﬂg)
ML 3 11 1 4 / / / / / / /
FT
Statistics provided for the second progress report
01.10.2009 — 31.12.2009
Investigations Prosecutions Conylct|ons Proceeds frozen Proceeds seized Prqceeds
(final) confiscated
amount
amount amount "
cases persons cases persons cases persons cases (in EUR) cases (in EUR) cases (in
EUR)
/ 1 1 1 1 2 30.000.000 1 80.000 EUR 1 180.000
ML / USD and EUR
180.000
EUR
FT / / / / / / / / / / / /
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2009

Investigations Prosecutions Conylct|ons Proceeds frozen Proceeds seized Prqceeds
(final) confiscated
amount
amount amount "
cases persons cases persons cases persons cases (in EUR) cases (in EUR) cases (in
EUR)
30.000.000 180.000
ML | 6 20 4 12 1 1 2 Ligg ggg 1 | 80.000 EUR 1 EUR
EUR
FT / / / / / / / / / / / /
2010
1 i *
Investigations Prosecutions Con\{lct|ons Proceeds frozen** Proceeds seized Prqceeds
(final) confiscated
amount amount amount
cases persons cases persons cases persons cases (in EUR) cases (in EUR) cases (in EUR)
ML 5 48 3 10 / / 1 30.000.000 2 150.000 / /
uUsD EUR
FT / / / / / / / / / / / /
*In 2010 there are also 2 convictions for 6 persshih are not final.
**For 3 cases, in 2010, besides cash, movable mntbivable property and shares are frozen
2011
S . Convictions* . Proceeds
Investigations Prosecutions (final) Proceeds frozen Proceeds seized confiscated
amount amount amount
cases | persons cases | persons cases | persons cases (in EUR) cases (in EUR) cases (in EUR)
ML / / 3 36 2 6 1 20.000.000 1 1.130.000 1 7.210.000Q
USD EUR EUR
FT / / / / / / / / / / / /

*In 2011 there is also 1 conviction with 5 persopavicted for ML which is not final.
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2.6.2 STR/CTR

Statistics provided in the first progress report

2005
Statistical Information on reports received by theFIU Judicial proceedings
reports received concerning cases notifications to law
Monitoring entities, e.g. transbactions suspicious opened enforcement/ indictments convictions
th?esor\lloeld transactions 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
SEMENS 6 2% 0 a1 | o 6 0 2 0 0 0
accountants/auditors 0 0 0
company service providers 0 0 0
customs 285 0 0
saving houses 7 0 0
competent state authorities 0 1z 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 *8f&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 to
Monitoring entities, e.g. tragsbﬁé)c\;fns suspicious opened law enforcement/ indictments convictions
threshold transactions by FIU 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
[ 0 0 0 36 | 0 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 authorities 0 7 0
others (please specify) 0 0 0
Total 67.784 36 0
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2007

Statistical Information on reports received by theFIU Judicial proceedings




2008

Statistical Information on reports received by theFIU Judicial proceedings
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2009

Statistical Information on reports received by theFIU

Judicial proceedings

notifications to
reports about cases law
suspicious opened enforcement/ indictments convictions
reports about transactions by FIU rosecutors
Monitoring transactions P
entities, e.g. above ML FT ML FT
(2] (2] (2] (2]
ilfzarels ML FT o[ me | FT | ML FT o 2| 2| 2| 3| 2] 4|
2} 7} 2} 7} 2} 7} 2} 7}
(1] = (1] = (1] = (1] —
o 3 o 3 o 3 o 8_
Commercial Banks 83247 162 1
Insurance Companies /
Notaries 10
Currency Exchange /
Broker Companies 1
Securities' Registrars /
Lawyers 20 07| 2| 35 2 3 11 of of 1 4 o0
Accountants/Auditors /
Company Service Providers /
. Saving houses,
Others (please specify fast money transfer, 114 .
and if necessary add authorities, FIU,
further rows) OPMLFT
Total 83.247 307 2
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2010

Statistical Information on reports received by theFIU

Judicial proceedings

notifications to

reports about cases law
suspicious opened enforcement/ indictments convictions
reports about transactions by FIU rosecutors
Monitoring transactions P
entities, e.g. above ML FT ML FT
ilizaueld ML FT ML FT M. | FT | 8| 8] ¢8| §E] ¢| 5| g &
g 2l @ 2|l @ 2| 8| @
o [} o [} o [} o [}
o o o o
Commercial Banks 83.017 120 2
Cross border declarations 796 / /
Insurance Companies / / /
Notaries / 11 /
Currency Exchange / 5 /
Broker Companies / 1 /
Securities' Registrars / 1 /
Lawyers / 2 ! 241 4 28 2 2/ 60| 0] o] o] of o
Accountants/Auditors / 2 /
Company Service Providers / / /
Saving houses,
Casinos,
) Authorities 99 2
Others (please specify Real Estate
and if necessary add Pension Funds
further rows) Fast Money
Total 83.813 241 4
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2011/6

Statistical Information on reports received by theFIU

Judicial proceedings

notifications to
reports about cases law
suspicious opened indictments convictions
) enforcement/
reports about transactions by FIU rosecutors
Monitoring transactions P
entities, e.g. above ML FT ML FT
bilizueld ML | FT ML [FT | ML | FT | 8 S| 3| & 2 2] 2 =
| 2 8] 2 @ ol @ @
o [} o [} o [} o [}
o o o o
Commercial Banks 43.016 49 /
Cross border declarations 310 / /
Insurance Companies / /
Notaries 9 /
Currency Exchange / /
Broker Companies 1 /
Securities' Registrars / /
g . o IECA RUAN U BV I -1 RO A (O U =T VA
Lawyers (not | (not
Accountants/Auditors / / final) | final)
Company Service Providers / /
. Saving houses,
Others (please specify Fast Money
and if necessary add FlU 16 /
further rows) Investment Funds|
Total 43.326 77 /

* OPMLFT in 2009 has submitted 110 notifications fo suspicious transactions for other crime to the lev enforcement and 86 cases were

put ad acta after the analysis.

In 2010 OPMLFT has submitted 140 notifications forsuspicious transactions for other crime to the lavenforcement and 51 cases were

put ad acta after the analysis.
In 2011 (till 30.06) OPMLFT has submitted 45 natiftations for suspicious transactions for other crimeo the law enforcement and 17

cases were put ad acta after the analysis.
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2.6.3 AML/CFT Sanctions imposed by supervisory authorgie

Please complete a table (as beneath) for admitivstraanctions imposed for AML/CFT infringements in
respect of each type of supervised entity in tharfcial sector (eg, one table for banks, one fsurgnce,
etc). If possible, please also indicate the tydeSML/CFT infringements for which sanctions wereposed
in text beneath the tables in your reply.

If similar information is available in respect afpervised DNFBP, could you please provide an aatthfi
table (or tables) covering administrative sanctioms DNFBP, also with information as to the types of
AML/CFT infringements for which sanctions were inggd in text beneath the tables in your reply.

Please adapt the tables, as necessary, also tatediny criminal sanctions imposed on the iniéatbf
supervisory authorities and for what types of imement.

Administrative Sanctions

2009 2010 2011
Number of AML/CFT
violations identified by the
supervisor
Type of measure/sanction*
Corrective measurgs 29 46 3
Settlement procedure 28 13 /
Misdemeanor procedute 7 10 /
Fines (in EUR)| 148.141 91.477 /
Removal of manager/compliante / / /
officer
Withdrawal of licenseg / / /
Total amount of fines
Number of sanctions taken to| 5 / /
the court (where applicable)
Number of final court orderp / 1 1
Average time for finalising / 8 months | 20 months
court orderT

* Please amend the types of sanction as necessapycover sanctions
available within your jurisdiction.
** Please specify.



3. Appendices

3.1 APPENDIX I - Recommended Action Plan to Improve the AML / 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)

e The presumed backlog of money laundering casesinmgnd
at courts should be addressed. The lack of expertis
referred to as a possible reason behind long ddlays
money laundering cases, should not pose a permanent
obstacle as it appears to be remediable by apptepri
training of the judiciary and prosecutors which laéréady
been mentioned among priorities in previous rouafis
MONEYVAL evaluations. Low effectiveness concerning
money laundering convictions needs to be addressed.

¢ Use and simple possession of laundered propertyldgho
clearly be criminalised.

« As for the offences identified in Paragraphs 1 2rmud Art.
273 CC, all the language of Art. 6(1) (a) and (b}tte
Palermo Convention and Art. 3(1) (b) and (c) of the
Vienna Convention on the physical aspects of theeyo
laundering offence should be properly reflectede(ofthe
problematic points is the differentiation betwedfemces
according to whether money or other proceeds |are
concerned).

e The value threshold in Paragraphs 1 and 2 of A13. @C
should be abandoned.

e The uncertainties regarding the object of the maney
laundering offence should be addressed urgently by
incorporating into the anti-money launderipng
criminalisation the single notion of “property” tead of
the current and more ambiguous terms such as money
and/or property and object. In any case, theraiargent
need for clear definitions, in particular for “mgfieand
“property”.

e The system would certainly benefit from a newly-
formulated provision, clearly based on the languafgine
Strasbourg Convention.

e It should be clarified in Art. 273 CC that self talering is
criminalised for all conducts of money laundering
(covering both Paragraphs 1 and 2).

e With regard to the General Part of the Criminal €pd
providing with Art. 28a for a comprehensive regimie
corporate criminal liability, Paragraph 7 of Art72
appears to be a redundant and as well as a restrct
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provision that spoils the legal effect of the gehe
provisions and it is thus recommended to eitherifpant
remove Paragraph 7 of Art. 273 CC.

The authorities should consider whether the benefft
negligent money laundering are being used in tis¢ 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 caryt @

terrorist act, by a terrorist organisation or by |an

individual terrorist,

* the provision of funds with the unlawful intentidmat
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 reaesty

criteria 11.1d 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
may hamper its effective application; this refe
particularly to the provisional measures wherehsgithe
actual list of applicable measures nor their respec

D

rs

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 delgyabh
financial institutions of assets of designated @aessand
entities, including publicly known procedures foe-d
listing etc. should be established. Thus, the atahs

19¢



recommend that a comprehensive set of detailed
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 concerntingir

and

the

rights and obligations under the freezing mechagism

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 unfreeking

timely manner the funds and assets of persons

inadvertently affected by the freezing mechanismny
verification that the persons is not a desighatrdqn;
 clarify the procedure for authorising access

funds/assets that are frozen and that are detedntine

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 manéatéhe
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 inforoma
between the MLPD and investigative bodies are
unspecific and there is some unclarity of the AMawL
whether it is allowed to exchange information wdttmer
state bodies even without a suspicion of any crin
activity. It should be clarified that this possityil is
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reduced to cases where there are grounds to suspaety
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laundering or financing of terrorism.

« Banks send the vast majority of STRs (and also ¢T&R
the MLPD; the authorities should undertake efforts
(including guidance) to increase the number of STTRs
submitted by other reporting entities.

e Customs Authorities send a huge number of CTRsim h
copies in huge quantities which does not allow a
systematic analysis, particularly in case of migtipash
transactions in smaller amounts over a period métby
the same persons. Thus, the authorities shoulddearthie
use of an electronic reporting system also foredhe$Rs
similar to the system used by banks in order tovala
better analysi&®

2.6 Law enforcement, prosecution| «  There should be clear criteria to which body (eittre

and other competent authorities Financial Police or the Ministry of Interior) the UIRD

(R.27 & 28) should disseminate its reports for further investtans.

* Money laundering investigations should also covenay
laundering cases in relation to other predicates tnly
tax evasion (currently money laundering investiyagiare
almost exclusively focused on money laundering| in
relation to tax evasion).

2.7 Cross Border Declaration & |+ Not only cash and cheques, but also other bearer

Disclosure negotiable instruments should be covered by leipsia
concerning the physical cross-border transportatdr
currency and bearer negotiable instruments.

* In case of cross-border transportation of meansiggei
property of persons designated either by the United
Nations Al-Qaida and Taliban Sanctions Committeg in
accordance with S/RES/1267(1999) or in the contdxt
S/RES/1373(2001), the Customs should have authtarity
confiscate such property.

e The range of sanctions (approx. 4 200 to 5 000 E0R
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 adeqeaietion
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.

e There should be effective, proportionate and dsisea
sanctions concerning persons who are carrying out a
physical cross-border transportation of currencypearer,
negotiable instruments that are related to tetroris
financing or money laundering contrary to the cdutigns
under SR IX. Currently this issue is addressed Hwgy| t
general sanction regime of the Criminal Code (paldirly
the criminalisation of money laundering and tesoyi
financing). The coverage of criterion IX.9 by the

[72)

[@NNG

% Since March 2008 also Customs sends CTRs inreféctform, which enables the MLPD to analyse theith
special software.
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criminalisation of money laundering and terrol
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 comprehensiad
clear manner.

Customs officer should receive special trainingdédect
cash couriers.

There should be explicit provisions allowing thes@ums

ist

or any other authority from “the former Yugoslav

Republic of Macedonia” to notify the Customs Seegior
other competent authorities of the country of origr the
country of destination about unusual cross-bo
movement of gold, precious stones or metals witlea
of establishing the source, destination and purmbdbe
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)

rder

iate

The authorities should as a matter of urgency issue

legislation clearly prohibiting financial institetis from
keeping anonymous accounts or accounts in fic8t
names. Furthermore, it should be established wit
thorough assessment whether such accounts stl. 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 appram
cases. In higher risk cases and for foreign cljetitsy
should consider requiring financial institutionsuseother
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 bytfiate 8
of the Methodology (with reference to the Generalde
to Account Opening and Customer Identification éskby
the Basel Committee’s Working Group on Cross Bol

ou
h a

jal

)
ria

or

ner

der

Banking).




Financial institutions should be required to obtain

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 colteatader

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, imatug

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 reasonatgasures
to verify in all situations (and not only whea $uspicion
exists whether the client acts on its own or onalfednd
in interest of a third party) the identity of beneficial
owners using relevant information or data obtaifredh
reliable sources.

For all clients, financial institutions should bequired to
determine whether the customer is acting on betfa#
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 ovener
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 tooegal
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.

of

D

cial

of

The authorities should put in place measures
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enforceable means that require financial institgio
» to determine if the client or the potential cligst-
according to the FATF definition — a PEP;

» to obtain senior management approval for establish

a business relation with a PEP;

e to conduct higher CDD and enhanced ongoing
diligence on the source of the funds depositedétadt
or transferred through the financial institutions the
PEP.

due

“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 feguired
to have policies in place to prevent the misuse|

king

of

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 dsae)
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 idaton to
correspondent banking and in relation to identifara of
customers involved in cross-border or internatiowak
transfers.

3.5 Record keeping and wire
transfer rules (R.10 & SR.VII)

The record keeping requirements of the AML Law
some sectoral laws should be harmonised to a
difficulties in implementation.

Financial institutions should be required to keep
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 K
identification data for longer than five years wdh
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 aref
pieces of legislation regulating the same issudifferent
ways. The overlap of these two pieces of legishai®
significant and could lead to confusion concern
application. It is thus recommended to harmonissd

and
void

lep

er

W

ing

provisions and to bring them in line with the reguients
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of criterion VII.1.

Financial institutions should be required to ingufilill
originator information in the message or paymemmnf
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.

O

of

wire

The sanctions regime concerning SR VII has several

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”.

AM

Dr
the

3.6 Monitoring of transactions and| «
relationships (R.11 & 21)

The authorities should implement Recommendations 11

and 21.

3.7 Suspicious transaction reports| «
and other reporting (R.13-14, 19, 25
& SR.1V) .

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 implemeatat|

More outreach and guidance to financial institugias
necessary to better explain them their repor
obligations under the AML Law.

The overlapping reasons to report transactions \ait
suspicion of terrorist financing could lead to agibn of
the reporting entities. In order to impose cledligattions
to the reporting entities, the authorities may witgh
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
are not sanctionable. It is recommended to intreg
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 onvated
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

|
ting

h

luc

exclusively banks submit STRs. Thus more outreach t
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the non-banking sector is required.

e Though “the former Yugoslav Republic of Macedon&’
compliant with Recommendation 19, it should constde
lower the threshold for reporting transactions to|a
amount which is more adequate for the domgstic
economical situation.

3.8 Internal controls, complianc Financial institutions should be required to esshbl

audit and foreign branches (R.15 internal policies, procedures and controls for CBid

22) 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 be
extended to cover also prevention of terrorist firiag
and be specified to cover all requirements | of
Recommendation 15.

e The AML/CFT compliance officer and other appropriat
staff should have timely access to customer ideatibn
data and other CDD information, transaction recosl
other relevant information.

* Financial institutions should be required to putpiace
screening procedures to ensure high standards itieg
employees.

* Financial institutions should be required to enghed the
AML/CFT requirements applicable to financial ingtions
are also applied to branches and majority owned
subsidiaries located abroad, especially in countwaich
do not or insufficiently apply the FATF
Recommendations, to the extent that local applecéws
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 fromtexing
into or continuing correspondent banking relatiopstith
shell banks.

e« 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 barfks.

3.10 The supervisory and oversigh The sanctioning system of the AML Law is ineffeetiand

system - competent authorities an should be amended.

SROs. Role, functions, duties and| «  The pecuniary sanctions of the AML Law for legatiées

powers (including sanctions) (R.23,  should be dissuasive and proportionate.

29,17 & 25) « The AML Law does not allow to withdraw or to susgen

financial institution’s licence for not observing

R D

o n—t
[ ]

3 The new AML/CFT Law now explicitly addresses s$tmnks and prohibits their establishment or angiress
relations with shell banks.
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requirements of the AML Law. From the sectoral |laihe
Banking Law, the Law on Securities and the (ameh
Law on Fast Money transfer allow to revoke a lieeit
case of infringements related to AML obligationd hot
when it comes to obligations related to CFT. Thieep
sectoral laws do not provide for withdrawing

suspending a financial institution's licence for tno

observing AML/CFT obligations. The authorities slib
introduce legislation allowing the respective suwjsars to
withdraw or suspend a licence of any type of finan

institution in the case of not observing AML/CKFT

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

ded

t

For the operations of pension companies and pension

funds a specific supervisory authority should

designated; preferably the “Agency for Supervisioih
Fully Funded Pension Insurance” (MAPAS) should
designated with this task.

be

be

The Law on Foreign Exchange Operations should be

amended and provide for powers of inspectors frbe

t

NBM when performing supervision of foreign exchange

offices, like access to documentation, taking copite.
There should be provisions assigning special poteetize
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, igh
bodies are competent for initialising and impos
administrative sanctions which are provided for tire
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, insal
companies, money or value transfer services, for

its

ing

anc
eig

exchange offices and investment fund management

companies is insufficient and should be amended.

companies issuing credit/debit cards, pension coiepa

and pension funds no such preventive legislatiaat®xat
all and should be introduced as a matter of pgiorit

A special licensing or registration regime for camies
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 requirgigff

Fo

eep

—




to maintain high professional standards; and omdy

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 anchiad
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 campaigns
this end are required.

4.2 Suspicious transaction reportin
(R.16)

g

“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 sectar
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.

> S
-

ive

uld

uld
and

FT

rove

pply
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4.3 Regulation, supervision and
monitoring (R.24-25)

The supervisory commissions for auditors and adeous
(based on Art. 39 of the AML Law) should be eststiid.

The supervisory powers of the supervisory authes;t

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 @noper

b

ons

ers

FT

%)

requirements for owners and managers are veryelnit
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is only required that managers have not been sesdeior
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 orrt
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
quite low. Ongoing initiatives, training and outrbao 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 sifies
that are at risk of being misused for the purpagesoney
laundering or terrorist financing are regularly sigered
for coverage in the AML Law. After that, the autiies
should ensure that the relevant FATF Recommenda
(5, 6, 8 to 11, 13 to 15, 17 and 21) are beingieggh
practice.

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

hei

ML

N in

on-
es
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1
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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 seédtierent
in terrorist financing, in line with SR VIII and si
Interpretative Note. It is then recommended that
authorities review the existing system of laws

and

regulations in this field so as to assess themselhie




adequacy of the current legal framework accordiag
Criterion VIII.1. Consideration should also be given
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 whethet how
further measures need taking in the light of thesth
Practices Paper for SR.VII. In particular, ongo
programme verification and field audits should
considered in identified vulnerable parts of thetee
Consideration needs to be given to ways in whifcéfe
oversight of the NPO sector can be achieved irctmeext
of SR.I.

6. National and International
Co-operation

6.1 National co-operation and
coordination (R.31)

The evaluators recommend clarifying the competernde
the investigative bodies (clearly defining whichtarity 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 mg
laundering or financing of terrorism.

6.2 The Conventions and UN
Special Resolutions (R.35 & SR.I)

“The former Yugoslav Republic of Macedonia” shou

implement all the provisions of the relevant intdional
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

Be

ng
be

lac
or
ne

d

be

e a legal structure for the conversion of designation
under S/RES/1267(1999) and its successor resadution

as well as S/RES/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 confisng

icly

th

action with other countries should be established.

Consideration should also be given to establishraEan
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asset forfeiture fund as well as to sharing of =wated
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 legislatiohe
requirement of dual criminality for extradition wdy
mean that not all kinds of terrorist financing oftes
would be extraditable and the same refers to mg
laundering cases below the threshold of five dofflgi
declared monthly salaries. As a consequence,
deficiencies in the criminalisation of money laundg
and terrorist financing as described under Se@idrand

ty
t

ney

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 AMBW).
The MLPD should clearly be entitled to provi
information to foreign bodies and organisationschihéare
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 g
request of a foreign authority the MLPD is authedido

de

provide not only information which it has already

received, but also information which it needs t& &=
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 digatadns
of domestic authorities to respond to requests haf
MLPD in due time.

A legal basis should be introduced to authorizeNBa/
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 enabiirig
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 testo
financing.

More training and staff for the Insurance Supeovis
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Division is needed.

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 verdictswehl 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, indictmentsneictions,
persons involved, cases).

* More statistical data on AML/CFT mutual legal atsice
issues (e.g. nature of mutual assistance requestgime
required to handle them; type of predicate offemetated
to requests) is needed to show the effectivenestheof
system.

« All supervisory authorities (and not only the NBMdathe
SEC) should keep statistics on supervision.

* The supervisory authorities should keep comprekensi
statistical information on the exchange of inforimatwith
foreign counterparts (including spontaneous exchanfy
information).




3.2 APPENDIXII - Relevant EU texts

Excerpt from Directive 2005/60/EC of the EuropearliBment and of the Council, formally adopted 20
September 2005, on the prevention of the use dithacial system for the purpose of money laundgéend
terrorist financing

Article 3 (6) of EU AML/CFT Directive 2005/60/EC @ Directive):

(6) "beneficial owner" means the natural persom(sd ultimately owns or controls the customer andfer
natural person on whose behalf a transaction @ritgds being conducted. The beneficial owner thaleast
include:

(a) in the case of corporate entities:

(i) the natural person(s) who ultimately owns ontcols a legal entity through direct or indirectrawship or
control over a sufficient percentage of the sharesting rights in that legal entity, includingrtugh bearer
share holdings, other than a company listed orgalaged market that is subject to disclosure remoénts
consistent with Community legislation or subjecetjuivalent international standards; a percentd@s 6o

plus one share shall be deemed sufficient to nhéettiterion;

(i) the natural person(s) who otherwise exercis@drol over the management of a legal entity:

(b) in the case of legal entities, such as foundati and legal arrangements, such as trusts, wldictinister
and distribute funds:

(i) where the future beneficiaries have alreadynbdetermined, the natural person(s) who is the fisaey
of 25 % or more of the property of a legal arrangehor entity;

(ii) where the individuals that benefit from thgé# arrangement or entity have yet to be determitedclass
of persons in whose main interest the legal arnauege or entity is set up or operates;

(i) 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 naturaspes who are or have been entrusted with prommasitc
functions and immediate family members, or perdmasvn to be close associates, of such persons;

Excerpt from Commission directive 2006/70/EC of dg@ist 2006 laying down implementing measures for
Directive 2005/60/EC of the European Parliament ainthe Council as regards the definition of ‘piokily
exposed person’ and the technical criteria for $ifreg customer due diligence procedures and fenepation

on grounds of a financial activity conducted orpanasional or very limited basis.
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Article 2 of Commission Directive 2006/70/EC (Implmentation Directive):

Article 2
Politically exposed persons

1. For the purposes of Article 3(8) of DirectiveOB60/EC, "natural persons who are or have beenstat]
with prominent public functions" shall include tfalowing:

(a) heads of State, heads of government, miniatetsieputy or assistant ministers;
(b) members of parliaments;

(c) members of supreme courts, of constitutionaktsoor of other high-level judicial bodies whosEdions
are not subject to further appeal, except in exaegl circumstances;

(d) members of courts of auditors or of the boarfdsentral banks;

(e) ambassadors, chargés d'affaires and high-rquaiiicers in the armed forces;

() members of the administrative, management pestsory bodies of State-owned enterprises.

None of the categories set out in points (a) tooffjhe first subparagraph shall be understoodoagring
middle ranking or more junior officials.

The categories set out in points (a) to (e) offitts¢ subparagraph shall, where applicable, inclpdsitions at
Community and international level.

2. For the purposes of Article 3(8) of Directive0B060/EC, "immediate family members" shall inclute
following:

(a) the spouse;

(b) any partner considered by national law as edent to the spouse;
(c) the children and their spouses or partners;

(d) the parents.

3. For the purposes of Article 3(8) of DirectiveOBI60/EC, "persons known to be close associated! sh
include the following:

(a) any natural person who is known to have joartdficial ownership of legal entities or legal agaments,
or any other close business relations, with a persferred to in paragraph 1;

(b) any natural person who has sole beneficial oship of a legal entity or legal arrangement whigh
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 risksiéime basis, of enhanced customer due diligence
measures, where a person has ceased to be entwiited prominent public function within the
meaning of paragraph 1 of this Article for a perioidat least one year, institutions and persons
referred to in Article 2(1) of Directive 2005/60/EBall not be obliged to consider such a person as
politically exposed.
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3.3 APPENDIX III - List of trainings of the employees in the OPMLFT

In (October- December) 2009, employees of the OPMOFhave participate at following training
course, study visits, conferences, etc. as morersfgcant:

- AML/CFT Course for FIUs on IT and Financial Ansiy, IMF — International Monetary Fund, JVI
Vienna,;

- Regional Training Course on IT Financial AnalydNODC — United Nation Office on Drugs and
Crime;

- study visits in several European countries (CzBapublic, ) which possess highly developed IT

systems with the purpose of exchanging experienadeigh contributed to the continued development
of the IT system of the OPMLFT;

In 2010, employees of the OPMLFT have participate tafollowing training course, study visits,
conferences, etc. as more significant:

- study visits in several European countries (NgrviEstonia, Slovakia) which possess highly devedope
IT systems with the purpose of exchanging expeegsnonvhich contributed to the continued
development of the IT system of the Office;

- participation in the work of the annual conferemeganised by the International Monetary Fundhen t
topic of IT tools for processing of great amouritsl@ta, use of statistical analyses; techniqued fare
setting the priority of reports obtained over ata&ier limit, use of new trends in creating operating
models intended for detection and processing gfisiggis transactions;

- training for the realisation of the e-Governmertject in Japan;

- one week workshop within the study visit of expdrom the Norwegian Financial Intelligence Uit t
the Office;

- in Moscow, Russia, on the topic of "Movement afn@nal Money via the Internet and the Risk of
Abuse of e-Money in the Money Laundering and FimagncTerrorism Schemes”, organised by the
MONEYVAL Committee, Council of Europe;

- workshop on analysis of EUROPOL work files orgauai by the Ministry of Interiour of the Republic
of Macedonia — International Co-operation Unit +dfol, under the auspices of TAIEX;

- workshop on the topic of "Tactical Analysis”, argsed by the World Bank in Paris, France;

- training for the development of the managemepgbdities of the managing civil servants organised
by the Civil Servants Agency;

- training on the topic of “Money Laundering Pretien" organised in Skopje by ATTF - Financial
Technology Transfer Agency from Luxembourg;

- workshop on the topic of “Co-operation betweenakicial Intelligence Units and the Investigation
Authorities” in Syracuse, Italy, organised by théetnational Monetary Fund — IMF;

- workshop on the topic of “Computer Crime Projdot'Skopje organised by the Council of Europe;

- seminar on the topic of “Expanded Confiscation dllicit Acquisition and Seizure of Property" in
Ohrid, organised by the Association of Public Pcosers in the Republic of Macedonia, the Academy
for Training of Judges and Prosecutors of the Rigpatb Macedonia and the Embassy of the United
Kingdom;

- seminar on the topic of: “Financing Terrorism'\iienna;

- seminar on the topic of “Combating Terrorism,J&mion of NCB Weapons” organised by the Mol;

- workshop in Sarajevo, Bosnia and Herzegovinahertopic of “Prevention of Financing Terrorism and
Combating Extremism and Radicalism” under the oggion of the OSCE;

- study visits to the FIU Slovenia, FIU Romania drtl Bulgaria realised with the assistance of the
TAIEX instrument.

21t



In 2011, employees of the OPMLFT have participate tafollowing training course, study visits,
conferences, etc. as more significant:

study visits in Norway with purpose to study ®ystfor automatic processing, data flow and findncia
analysis of the Norway, European Commission, TAIEX;

training sessions within the Project: “StandaediZTraining for Financial Investigation of Orgardze
Crime and Terrorism” - JLS/2007/ISEC/FPA/C1/020g&nized by Ministry of Interior of Bulgaria;
seminar on “RISK REPORT DATABASE briefing sessianganized by Wisconsin Group;

- “Workshop of Countering terrorism financing” orgaed by SECI centre, UNODC, UN-CTED, RCC
and Government of Serbia;

Application of Low for handling complaints andggestion, organizer training State Administrative
Inspectorate,

Transposition of legislation of the Republic oab&donia, organizer training Secretariat of legimta
"Mandatory administrative provisions for the Plegs, the Industrial and Information Security / N&ES
European Commission, TAIEX;

- 12 ROADSHOW, Salviol Intelligence Solution;

- Special Terrorism Training for all employees &fetOPMLFT, Administration for Security and
Counter- Intelligence, Ministry of Interior
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3.4 APPENDIX IV - Payment cards statistics

NATIONAL BANK OF THE REPUBLIC OF MACEDONIA

REPORT
on the usage of payment cards and the devices at iath they are used in the country
for December 2010

_. Payment cards

1. Total number of cards in circulation1.422.339
- with a cash function 71.001

- with a debit function 1.048.180

- with a credit function 303.158

- with an electronic money function 0

- with a combined function 0

2. Total number of merchants who accept payment cds 22.668

3. Names of card networks the banks are connected t
American Express, Casys, DINERS, EURO, Standard, Mdercard, ProCredit, STATERCARD, STBB
kartica, TTK kartica, VISA

4, Number of executed transaction.909.520
- with a cash function 89.853

- with a debit function 2.281.823

- with a credit function 537.844

- with an electronic money function O

- with a combined function 0

5. Value of executed transaction$.808.498.382,00
- with a cash function 387.614.703,00

- with a debit function 8.290.279.072,50

- with a credit function 1.130.604.606,50

- with an electronic money function 0,00

- with a combined function 0,00

B. Accepting devices at which the payment cards angsed :

1. Number of accepting devices2.360

1.1 At points of sale 31.491
- with imprinters 6.857
- with POS terminals 24.634

1.2 At ATMs 869
-own 770
- rented 99



2. Number of executed transaction2.892.644

2.1 At points of sale 1.147.508

- with imprinters 9.625

- with POS terminals 1.127.809

- through a personal computer or other terminad240.

2.2 For cash withdrawal 1.745.136
- own ATMs 1.619.017

- rented ATMs 83.975

- through other devices 42.144

3. Value of executed transaction$0.240.426.481,50

3.1 At points of sale 1.864.316.011,50

- with imprinters 44.926.616,00

- with POS terminals 1.809.037.399,50

- through a personal computer or other termina830.996,00

3.2 For cash withdrawal 8.376.110.470,00
- own ATMs 7.209.425.950,00

- rented ATMs 337.260.800,00

- through other devices 829.423.720,00

NATIONAL BANK OF THE REPUBLIC OF MACEDONIA
REPORT
on the usage of payment cards and the devices at isth they are used in the country
for June 2011

_. Payment cards

1. Total number of cards in circulation1.463.253
- with a cash function 66.636

- with a debit function 1.098.890

- with a credit function 297.727

- with an electronic money function 0

- with a combined function 0

2. Total number of merchants who accept payment cads 23.009

3. Names of card networks the banks are connected t
American Express, Casys, DINERS, EURO, Standard, MderCard, ProCredit, STBB, kartica, TTK
kartica, VISA

4. Number of executed transactiong.912.021
- with a cash function 80.012

- with a debit function 2.288.031

- with a credit function 543.978

- with an electronic money function O

- with a combined function 0
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5. Value of executed transactions.477.787.721,50
- with a cash function 342.201.581,00

- with a debit function 8.061.305.038,50

- with a credit function 1.074.281.102,00

- with an electronic money function 0,00

- with a combined function 0,00

B. Accepting devices at which the payment cards amgsed :

1. Number of accepting devices3.037

1.1 At points of sale 32.162
- with imprinters 6.893
- with POS terminals 25.269

1.2 At ATMs 875
-own 776
- rented 99

2. Number of executed transaction8.075.122

2.1 At points of sale 1.358.497

- with imprinters 10.826

- with POS terminals 1.340.294

- through a personal computer or other terminal 7.3

2.2 For cash withdrawal 1.716.625
- own ATMs 1.602.854

- rented ATMs 80.082

- through other devices 33.689

3. Value of executed transaction$0.174.161.109,00

3.1 At points of sale 2.040.212.111,00

- with imprinters 47.637.799,00

- with POS terminals 1.987.736.792,00

- through a personal computer or other termina34.220,00

3.2 For cash withdrawal 8.133.948.998,00
- own ATMs 7.071.626.300,00

- rented ATMs 315.697.500,00

- through other devices 746.625.198,00



3.5 APPENDIX V - Acronyms

AML/CFT Law/Act
CDD
CETS
CFT
CSD
CTR
DNFBP
ETS
EU
FATF
FinPL
FIU

MLPD
NBM
NCCT
0G
OPMLFT
PEP
PPOL
SME
SRO
STRs
SWIFT

Anti-Money Laundering / Combatirtge Financing of Terrorism Law/Act
Customer Due Diligence

Council of Europe Treaty Series
Combating the financing of terrorism

Central Securities Depository

Cash Transaction Reports

Designated Non-Financial Businesses anceBsains

European Treaty Series [since 1.1.04: CET8un€ll of Europe Treaty Series]
European Union

Financial Action Task Force

Law on Financial Police

Financial Intelligence Unit

Interpretative Note

Information Technology

Law Enforcement Agency

Agency for supervision of fully funded pemsiinsurance
“Macedonian Bar Association”

Mutual Evaluation Questionnaire
“Macedonian Denar” (currency of “the former Yugoslav Republic of Maoeih”)
Mutual Legal Assistance

Memorandum of Understanding

Money Laundering Prevention Directorate

“National Bank of the Republic of Macedonia”

Non-cooperative countries and territories

Official Gazette

Office for Prevention of Money LaunderingdaFinancing of Terrorism
Politically Exposed Persons

Law on the Public Prosecutor’s Office

Small and Medium-sized Enterprises

Self-Regulatory Organisation

Suspicious transaction reports

Society for Worldwide Interbank Financiall@@mmunication

! September 2011: € 1 = approx. 60 MKD.
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