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AML
CDD
CDPC
CEPs
CETS 198

CFT
COP

Core Recommenda-

tions

CTED
DNFBP
EPAS
ERRG
EU
FATF

Anti-money laundering
Customer Due Diligence
European Committee on Crime Problems
Compliance Enhancing Procedures
2005 Council of Europe Convention on Laundering, Search, Seizure and
Confiscation of the Proceeds from Crime and on the Financing of Terrorism
- the Warsaw Convention
Countering the financing of terrorism
Conference of the Parties to the 2005 Council of Europe Convention on
Laundering, Search, Seizure and Confiscation of the Proceeds from Crime
and on the Financing of Terrorism — the Warsaw Convention (CETS 198)
Core Recommendations in the FATF Recommendations of 2003:
R.1 Money laundering offence
R.5 Customer due diligence
R.10 Record keeping
R.13 Suspicious transaction reporting
SR IT Criminalise terrorist financing
SR IV Suspicious transaction reporting - terrorist financing
UN Counter-Terrorism Committee Executive Directorate
Designated non-financial business and profession
Enlarged Partial Agreement on Sport
Europe/Eurasia Regional Review Group
European Union

Financial Action Task Force
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FSRB
FT
ICRG
IFIs
IMF

Key Recommendations

MER
ML
MLA
NPO
OSCE
PACE
PC-GR-COT
PEP
SAR
STR

TF

UN
UNCTC
UNODC
UNSCR
VTC

Financial intelligence unit
FATF-Style Regional Body
Financing of Terrorism
International Co-operation Review Group (of the FATF)
International financial institutions - IMF and World Bank
International Monetary Fund
Key Recommendations in the FATF Recommendations of 2003 :
R.3 Confiscation and provisional measures
R.4 Secrecy laws consistent with the Recommendations
R.23 Regulation, supervision and monitoring
R.26 The FIU
R.35 Conventions
R.36 Mutual legal assistance
R.40 Other forms of co-operation
SR I Implement UN instruments
SR III Freeze and confiscate terrorist assets
SR V International co-operation
Mutual evaluation report
Money laundering
Mutual legal assistance
Non-profit organisation
Organization for Security and Co-operation in Europe
Parliamentary Assembly of the Council of Europe
Ad-hoc Drafting Group on Transnational Organised Crime
Politically exposed person
Suspicious activity report
Suspicious transaction report
Terrorist financing
United Nations
United Nations Counter-Terrorism Committee
United Nations Office on Drugs and Crime
United Nations Security Council Resolutions

Voluntary Tax Compliance



It is a privilege for me to present my first Annual
Report of MONEYVAL as Chairman of the MONEY-
VAL Committee. First of all, I wish, on behalf of the
entire Committee, to express my gratitude to Vladimir
Nechaev, our former Chairman. When we learnt of
Vladimir’s nomination as FATF president, we had
mixed feelings: delight in the recognition of his work
and accomplishments in this area that this step would
bring, and sadness that we would be losing him from
MONEY VAL before the end of his term in office. It
was therefore a particular pleasure to welcome him

to the December Plenary in his new capacity. As he
himself said, evaluating one’s own work from the
outside is not an easy task; yet we were humbled by
the kind words he spoke concerning MONEY VALs
performance and importance from the FATF’s global
perspective. Over almost 15 years, Vladimir has given
us his time and experience; we now look forward to
continuing our close collaboration throughout his

presidency of FATE

2013 was an intense and highly productive year for
MONEY VAL and the principal activities are set out in
the Annual Report.

In March, the Chairman of the EuroGroup Working
Group wrote to the Executive Secretary, inviting
MONEYVAL to conduct a special assessment of
customer due diligence requirements in the banking

sector in Cyprus in the context of the Cypriot request

for financial assistance from the Euro area. After
consultation with the Chairman and myself (then as
Vice Chairman), we agreed that, in these exceptional
circumstances, MONEYVAL should respond posi-
tively. The Executive Secretary then led a team, which
reported to the EuroGroup within seven weeks of the
invitation to us. The evaluation is unique, as no other
jurisdiction has hitherto submitted to such an excep-
tional and focused AML/CFT evaluation covering the
effectiveness of one part only of its AML/CFT system.
I wish to thank the Cypriot authorities for their sup-
port and cooperation throughout this highly intense
process. Following MONEY VAL intervention, the
Committee of Ministers praised MONEYVAL for its
flexibility and swift response on an issue of high po-
litical importance, despite the absence of pre-existing
formal procedures.

In my opinion, the ability to react flexibly and quickly
in exceptional circumstances is the hallmark of a seri-
ous monitoring mechanism. Indeed, the Cyprus expe-
rience in 2013 was not the first time that MONEY VAL
was able to react quickly to external events outside

the evaluation cycles. Similar and urgent responses to
immediate issues, with successful outcomes, occurred
when MONEY VAL invoked Compliance Enhancing
Procedures (CEPs) to deal with exceptional situations
in another State on two occasions: once when a tax

amnesty programme, which had implications for the



money laundering preventative regime, was intro-
duced; and when a Constitutional Court decision
potentially abrogated the suspicious transaction
reporting regime. In order for MONEYVAL to be
formally empowered to deal with urgent situations not
involving CEPs, the Commiittee decided in December
to amend the Rules of Procedure to include a rule-
based procedure for acting in exceptional circum-

stances in the future without the imposition of CEPs.

MONEY VAL showed further flexibility in 2013 when
it agreed to the Vatican’s request for a full Secretariat
review of all the Core and Key Recommendations in
its one year progress report. This report was present-
ed and adopted in December 2013 as a follow-up

to the first ever independent review of the Holy See
undertaken by an external monitoring body. The
2013 progress report received extensive global media

coverage.

Following the lead of the FATE, we have also decided,
in 2013, to include in our work the review of Volun-
tary Tax Compliance (VTC) programmes by MON-
EYVAL States.

Overall, formal compliance with relevant interna-
tional standards is largely being achieved. However,
the effective implementation of the standards is more
challenging. More emphasis still needs to be put on
the work of law enforcement agencies and prosecu-
torial authorities in order to achieve serious money
laundering convictions and deterrent confiscation
orders in major proceeds-generating offences. I regret
that convictions of those third parties who launder
proceeds on behalf of organised crime and serious
confiscation orders still appear to be very much the

exception.

One difficult issue is tracing criminal assets where
they are invested in corporate structures with complex
layers of ownership. The September 2013 MONEY-
VAL plenary had the benefit of a presentation from
the United Kingdom on the results of the June 2013
G8 summit, held under the UK Presidency. The G8

leaders themselves addressed the problems that we,

in the AML/CFT world, wrestle with all the time —
identifying ultimate beneficial owners of legal persons
and arrangements. The G8 committed to core trans-
parency principles, based on the 2012 revised FATF
standards, to prevent the misuse of companies and
trusts for money laundering and tax evasion. Each G8
country will report on its progress against targeted
national action plans based on these core transparen-
cy principles. MONEY VAL warmly welcomed this G8
initiative. After discussion in plenary, MONEYVAL
States and territories were encouraged to follow the
G8 lead, and to consider these issues carefully in the
context of their own national risk assessments or in
specific national action plans. We look forward to
hearing of further actions taken by our States and ter-
ritories on this issue at future plenaries. Real progress
here can only increase public confidence in our States’
capacities to detect and prosecute major criminals and

deprive them of their ill-gotten gains.

In addition to new tasks, 2013 also brought about a
welcome constitutional change in MONEYVAL, as the
Committee of Ministers adopted an amended Statute,
extending voting rights and eligibility to stand for the
Bureau to all States and territories which are currently
evaluated by MONEY VAL, regardless of whether they

are Council of Europe members.

Our reports are widely read by demanding and
informed audiences. They are read not only by the
governments that receive them, but by other govern-
ments assessing the risks in dealing with evaluated
countries, and also by other important partner inter-
national bodies, including the International Monetary
Fund (IMF), and by the private sector, when making
investment decisions in respect of our countries. Thus,
these reports are documents which need expert and

careful preparation.

The requirements of the international community on
the secretariats of the AML/CFT assessment bodies
will only increase in the future. We are fortunate, in
MONEY VAL, to have a small but highly professional



secretariat staff, backed up by very welcome second-
ments from member States. MONEY VAL has a good
reputation internationally, which it may be difficult to
sustain without more permanent expertise in this area

within the Secretariat.

Dr Anton Bartolo



This is the third report to the Committee of Ministers
by the Chair and Executive Secretary since MONEY-
VAL was first granted its own Statute in 2010.

Of the 33 jurisdictions evaluated by MONEY VAL at
the start of the year, 25 were subject to active monitor-
ing processes by MONEYVAL in 2013, which is a very
positive achievement given MONEY VALs Secretariat

resources.

Reports which have been considered at MONEY VAL
plenary meetings have broadly indicated a consistent
improvement of formal compliance with interna-
tional standards, particularly on the preventive side.
However, the implementation of the standards is more
challenging. In particular more needs to be done by
law enforcement and prosecutorial authorities in
achieving serious autonomous money laundering
convictions and deterrent confiscation orders to take

the profit out of crime.

MONEY VAL is now an internationally recognised
and influential global player in the Anti-Money Laun-
dering/Combatting the Financing of Terrorism (AML/
CFT) world. It is a leading Associate Member of the
Financial Action Task Force (FATF) and is respected
as an effective monitoring mechanism for the quality
of its outputs and the strength of its robust follow-up
procedures, which are acknowledged as delivering
results. Through its activities, MONEY VAL identi-
fies and helps to reduce risks to the global financial

system, identifies gaps in national AML/CFT systems,
and actively follows up the progress countries made to
rectify them.

In 2013, MONEY VAL contributed significantly to the
visibility of the Council of Europe with the publi-
cation of its special assessment on Cyprus and its
progress report on the Holy See, which was the subject

of global media coverage.

This year brought institutional changes. In September,
the Committee of Ministers adopted the amended
Statute extending voting rights and eligibility to stand
for the Bureau to all States and territories which are
currently evaluated by MONEY VAL, regardless of
whether they are Council of Europe Members. In
December, MONEY VAL amended its Rules of Proce-
dure to include a rule-based procedure for acting in
exceptional circumstances in the future, without the

imposition of Compliance Enhancing Procedures.

The Council of Europe benefits from MONEYVALs
strong reputation and high visibility. However, if
MONEY VAL is to maintain its market position

in AML/CFT monitoring in the future, it needs to
develop a much bigger core of permanent AML/CFT
expertise in the MONEY VAL secretariat.



Money laundering - i.e. the process through which
criminals give an apparently legitimate origin to
proceeds of crime - is an expanding and increasingly
international phenomenon. Current estimates of the
amount of money laundered worldwide range from
$500 billion to a staggering $1 trillion, with disastrous
effects on the global economy, especially on vulnera-

ble, developing economies.

The Council of Europe was the first international
organisation to emphasise the importance of taking
measures to combat the threats posed by money
laundering for democracy and the rule of law. The
Council’s efforts thus led to the creation, in 1997,

of the Committee of Experts on the Evaluation of
Anti-Money Laundering Measures and the Financing
of Terrorism (MONEYVAL). MONEY VAL now works
in close co-operation with the FATF as one of the
leading FATE-style regional bodies (FSRBs), which are
Associate Members of the FATE

28 Council of Europe member States are assessed by
MONEY VAL.! In addition, Israel and the Holy See
(including the Vatican City State) and the three UK
Crown Dependencies of Jersey, Guernsey and the Isle
of Man participate fully in the evaluation processes of
MONEY VAL, are subject to its follow-up procedures
and have now been granted the right to vote and stand

for election to the Bureau. Thus MONEY VAL now is
1 See full list below.

responsible for assessing 33 jurisdictions.

MONEY VALs main activity consists in evaluating the
implementation of international AML/CFT stand-
ards. In 2009, it started its 4th round of assessment
visits. Other activities include studies on typologies
of money-laundering and terrorist financing, joint
actions with other AML/CFT-related bodies and,
more recently, the review of Voluntary Tax Compli-
ance programmes in its jurisdictions.? Through these
activities, MONEY VAL contributes to the protection
of the global financial system from abuse. It also
actively contributes to the fight against organised
crime, as money laundering provides organised crime
with its cash flow and the opportunity to invest in the

legitimate economy.

With a renewed interest in money laundering and tax
evasion issues, as well as in corporate transparency
(see “Appendix III” on page 67), at the global level

in 2013, this year proved to be intense and fruitful

for MONEY VAL. Of the 33 States and jurisdictions
subject to evaluation by MONEY VAL, 25 were subject
to active monitoring processes in 2013 (see “Appendix
IV” on page 69).

As well as undertaking its own monitoring work,
MONEY VAL occupies a position of high political

relevance in the AML/CFT environment. In 2009, the
2 For more information, visit MONEYVAL'’s website.



5 on-site visits were undertaken with key findings left with the jurisdictions (Israel, Romania, “the former Yugo-
slav Republic of Macedonia”, Liechtenstein and Estonia).

1 special assessment was carried out in Cyprus, upon a request from the Eurogroup Working Group (on behalf of
the Troika institutions).

5 third round progress reports were subject to detailed Secretariat review, full plenary discussion, adoption and
publication (UK Crown Dependencies of the Isle of Man, Jersey and Guernsey, Holy See and Montenegro).

5 fourth round evaluation reports were adopted (Poland, Croatia, Monaco, Bulgaria and Israel).

4 fourth round follow-up reports were subject to detailed Secretariat review, full plenary discussion and adoption
(Albania, Slovenia, Hungary and the Czech Republic).

2 interim fourth round follow-up reports setting out remedial action taken were presented to the Plenary (San
Marino and Slovakia).

4 compliance reports for jurisdictions in Compliance Enhancing Procedures were presented to the Plenary in
respect of the two jurisdictions in CEPs in 2013 (1 report by Albania and 3 reports by Bosnia and Herzegovina).
13 reports for 5 other jurisdictions on identified important deficiencies as a result of the process regarding the
state of compliance on all non-compliant (NC) and partially compliant (PC) ratings in the 3rd round Mutual Eval-

uation Report were reviewed (2 in respect of Croatia, 3 of Georgia, 3 of the Republic of Moldova, 2 of “the former

Yugoslav Republic of Macedonia” and 3 of Ukraine).

1 report on voluntary tax compliance legislation proposed by a jurisdiction (Hungary).

G20 called upon the Financial Action Task Force to
identify jurisdictions which pose threats to the global
financial system. The Europe/Eurasia Regional Review
Group (ERRG), of which the MONEY VAL Chairman
is the co-chair, feeds into this global process in respect
of all European and Eurasian jurisdictions, whether or
not they are evaluated by MONEYVAL. During 2013,
one MONEYVAL country, Albania, was subject to
examination by the ERRG, although numerous other
jurisdictions in the Europe/Eurasia region have also

been reviewed.

Following an invitation from the EuroGroup Working
Group and in the context of Cyprus’ request for
financial assistance from the Euro area, MONEYVAL
conducted a special assessment of the effectiveness

of implementation of customer due diligence (CDD)
measures in the banking sector. The Chairman and
Vice Chairman agreed that, exceptionally, MONEY-
VAL should participate, even though there was no

formal rules-based procedure for such an exercise.
This assessment was a unique exercise as no other
country hitherto has submitted to such a focused
AML/CFT evaluation covering one aspect only of

its AML/CFT measures. The 41st Plenary supported
MONEYVALSs involvement in the special assessment
and Cyprus presented its progress at the 43rd Plenary.
The special assessment is therefore not an adopted
MONEY VAL report but part of a stand-alone process
which triggered a review of MONEY VALs Rules of
Procedure to better create a rules-based procedure
for action in exceptional circumstances outside the

evaluation cycles.

In addition, the typologies reports on postpone-

ment of financial transactions and monitoring of
bank accounts and on the use of online gambling for
money laundering and the financing of terrorism were
adopted and published and were both well received.

The typologies report on trade-based money laun-



dering in cash intensive economies was also adopted
during 2013 and will be published in 2014. Finally,

in collaboration with the Egmont Group of Financial
Intelligence Units, a joint typologies meeting was held

in Strasbourg in October.

The Chairman and the Executive Secretary consider
that the success of MONEY VAL activities in 2013
clearly demonstrate that the Council of Europe Com-
mittee of Ministers” expectations of MONEY VAL have
been met or exceeded in 2013.

This report starts by setting out the mission and work-
ing framework of MONEY VAL with key information

on past and current activities.

It goes on to present the results of MONEY VALs main
processes for 2013, namely the 4th round mutual
evaluations, follow-up of the 3rd round and 4th round
evaluations, the Special Assessment on Cyprus, Com-
pliance Enhancing Procedures, the review of impor-
tant deficiencies from the 3rd round reports and con-
sideration of voluntary tax compliance programmes.
For more information, 3rd round MERs and progress
reports, as well as 4th round MERs, biennial follow-up
reports and reports prepared at the time a State or
territory is removed from the follow-up process are
published on the MONEY VAL website.?

The report continues with other key activities includ-
ing MONEY VALs partnerships with other organisa-
tions, representation of MONEYVAL in other forums,
adopted and on-going typologies reports, links with
the Conference of the Parties (COP) to the Conven-
tion on Laundering, Search, Seizure and Confiscation
of the Proceeds from Crime and on the Financing

of Terrorism (CETS 198), and training sessions and

awareness-raising seminars.

Finally, the report concludes with staffing and re-

sources.

3 http://www.coe.int/t/dghl/monitoring/moneyval/Countries/Coun-
try_profiles_en.asp




MONEY VAL is a monitoring body of the Council of
Europe entrusted with the task of assessing com-
pliance with the principal international standards

to counter money laundering and the financing of
terrorism and the effectiveness of their implementa-
tion, as well as with the task of making recommen-
dations to national authorities in respect of necessary

improvements to their systems.

Through a dynamic process of mutual evaluations,
peer review and regular follow-up of its reports,
MONEYVAL aims to improve the capacities of na-
tional authorities to fight money laundering and the

financing of terrorism more effectively.

MONEY VAL is a permanent monitoring mechanism
of the Council of Europe reporting directly to the
Committee of Ministers.

Evaluation by MONEY VAL currently covers, under
Article 2 of the Statute of MONEYVAL:

Member States of the Council of Europe that are
not members of the FATF (Article 2 2a of the
Statute) and member States of the Council of
Europe that become members of the FATF and
request to continue to be evaluated by MONEY-
VAL (Article 2. 2b. of the Statute), currently:!

- Albania - Andorra

1 The Russian Federation is also a member of FATF

- Armenia - Azerbaijan

- Bosnia and - Bulgaria
Herzegovina - Croatia

- Cyprus - Czech Republic

- Estonia - Georgia

- Hungary - Latvia

- Liechtenstein - Lithuania

- Malta - Republic of Moldova
- Monaco - Montenegro

- Poland - Romania

- Russian Federation - San Marino

- Serbia - Slovak Republic

- Slovenia - “the former Yugoslav
- Ukraine Republic of Macedonia”

Non-member States of the Council of Europe
(Article 2.2e. of the Statute), currently:

- Israel
The Holy See (including Vatican City State) by
virtue of Resolution CM/Res (2011)5;
The UK Crown Dependencies of Guernsey,
Jersey and the Isle of Man by virtue of Resolution
CM/Res(2012)6.

In addition, the following bodies, countries, organ-
isations and institutions have observer status with
MONEY VAL and are entitled to send a representative
to MONEY VAL meetings:
the Parliamentary Assembly of the Council of
Europe (PACE)



the Council of Europe Development Bank (CEB)
the European Committee on Crime Problems
(CDPC)

the Conference of the Parties of the Convention
on Laundering, Search, Seizure and Confiscation
of the Proceeds from Crime and on the Financ-
ing of Terrorism

the European Commission and the Secretariat
General of the Council of the European Union
States with observer status of the Council of
Europe (i.e. Canada, Japan, Mexico, United States
of America)

the Secretariat of the Financial Action Task Force
on Money Laundering

ICPO-Interpol

the International Monetary Fund

the United Nations Office on Drugs and Crime
(UNODC)

the United Nations Security Council Coun-
ter-Terrorism Committee (UNCTC)

the United Nations Commission on Crime Pre-
vention and Criminal Justice (CCPCJ)

the World Bank (WB)

the Commonwealth Secretariat

the European Bank of Reconstruction and Devel-
opment (EBRD)

the Group of International Finance Centre
Supervisors (GIFCS, previously named Offshore
Group of Banking Supervisors)

the Organisation for Security and Co-operation
in Europe (OSCE)

the Egmont Group of Financial Intelligence Units
the Eurasian Group on Combating Money Laun-
dering and Terrorist Financing (EAG)

any other FATF-style regional body which is or
becomes associate member of the FATE, on the
basis of reciprocity (currently only Asia Pacific
Group on Money Laundering - APG)

any other members of the FATF.

The objective of MONEY VAL is to ensure that its
evaluated jurisdictions have in place effective systems
to counter money laundering and terrorist financing
and comply with the relevant international standards
in these fields. MONEY VAL endeavours to achieve
this by:

Assessing compliance with all relevant international standards in the legal, financial and law enforcement

sectors through a peer review process of mutual evaluations

Issuing reports which provide detailed recommendations on ways to improve the effectiveness of domestic

regimes to combat money laundering and terrorist financing and States’ capacities to co operate internation-

ally in these areas

Ensuring an effective follow-up of evaluation reports, including Compliance Enhancing Procedures, to

improve levels of compliance with international AML/CFT standards by the States and territories which

participate in MONEY VAL evaluation processes

Conducting typologies studies of money laundering and terrorist financing methods, trends and techniques
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MONEY VAL evaluations are currently based on the

following standards:?

40 FATF Recommendations of 2003

9 FATF Special Recommendations on
financing of terrorism and several other
related United Nations (UN) instruments (UN
Convention for Suppression of the Financing
of Terrorism, relevant UN Security Council
Resolutions (UNSCR) for the freezing of
terrorist assets)

1988 UN Convention on Illicit Traffic of
Narcotics, Drugs and Psychotropic Substanc-
es (“Vienna Convention”, and the 2000 UN
Convention against Transnational Organised
Crime or “Palermo Convention”)

Council of Europe Convention on Launder-
ing, Search, Seizure and Confiscation of the
Proceeds from Crime (Strasbourg Convention,
CETS No. 141)

Directive 2005/60/EC of the European Parlia-
ment and of the Council of 26 October 2005
on the prevention of the use of the financial
system for the purpose of money laundering
and terrorist financing and the implement-
ing Commission Directive 2006/70/EC of 1
August 2006

MONEY VAL has conducted three rounds of mutual
evaluations and is currently involved in a follow-up
assessment round, simply known as the “4th round”
For each round, evaluations of MONEY VAL States

and territories give rise to Mutual Evaluation Reports.

As such, on-site visits constitute one of the corner-

2 MONEYVAL will commence using the 2012 revised FATF
Recommendations at the conclusion of the 4th round.

First evaluation round (1998-2000)

The first round of mutual evaluations, based on the
1996 FATF Recommendations, was initiated in April
1998 and on-site visits were concluded in December
2000. 22 Council of Europe member States were eval-

uated in the first evaluation round.
Second evaluation round (2001-2004)

This second round was also based largely on the 1996
FATF Recommendations and included evaluation
against the FATF’s 2000 Criteria for non-co-operative
States and territories. MONEY VAL concluded its
second round of on-site visits at the end of 2003 and
27 Council of Europe member States were evaluated.

Third evaluation round (2005-2009)"

The third round of mutual evaluations was based on
the 2003 revised FATF Recommendations. In addition
the evaluation reviewed aspects of compliance with
the European Union’s Third AML Directive, which
came into force on 15 December 2007. 28 Council

of Europe member States together with the Holy See
(including Vatican City State) and Israel have been
evaluated in the 3rd evaluation round.

Follow-up evaluation round or “MONEYVAL Fourth
Round” (2009-2014)

MONEY VAL commenced a follow-up round of on-
site visits in 2009. For each country, these evaluations
focus on the effectiveness of implementation of core
and key and some other important Recommendations
in the FATF 2003 Recommendations together with
any Recommendations for which the country received
either a non-compliant or partially compliant rating
in the third round. In addition the evaluation also
reviews aspects of compliance with the European
Union’s Third Anti-Money Laundering Directive.

1 Although the third round of evaluations concluded in 2009, the
Holy See (including Vatican City State) was subsequently evaluated
in 2011, with the report being adopted in 2012 following the adop-
tion by the Committee of Ministers on 6 April 2011 of Resolution
CM/Res(2011).



stones of the work carried out by MONEY VAL.

In 2013 MONEY VAL has conducted the following

missions:

Israel (10-15 March)

Romania (26 May - 1 June)

“the former Yugoslav Republic of Macedonia”

(2-8 June)

Liechtenstein (15 - 24 June)

Estonia (10-16 November)
The report resulting from the 2013 on-site visit to
Israel was considered in plenary meeting in Decem-
ber 2013. The other reports will be considered at
MONEY VAL plenary meetings in 2014.

Israel was the first non-member State of the Coun-

cil of Europe to submit to MONEY VALs mutual
evaluation processes and fully engage in the work of
the Committee. Subsequently the Holy See (including
the Vatican City State) and the UK Crown Depend-
encies also became subject to MONEYVALs mutual
evaluation processes. Since all of these States and
territories contribute financially to MONEY VALs
budget and fully participate in all of MONEYVALs
activities, the absence of voting rights and eligibility
to stand for the Bureau (right enjoyed by Council

of Europe MONEY VAL Member States) seemed to
MONEY VAL to be inequitable. At its 41st meeting,
MONEY VAL proposed to the Committee of Ministers
to remedy the situation for all States and territories
currently assessed by MONEY VAL, without any
open-ended commitment to voting rights for future
non-Council of Europe Member applicants. MONEY-
VAL proposed to amend the Statute so that Israel and
the Holy See would each be entitled to one vote; the
Crown Dependencies would be collectively entitled to
one vote (as the United Kingdom could only dispose
of one vote, had it been a member of MONEYVAL);

all non-member States and jurisdictions should be

eligible to stand for election to the Bureau. The Com-
mittee of Ministers adopted the amended Statute® on
9 October 2013 under Resolution number CM/Res
(2013)13.

The Rules of Procedure (RoP) were revised during
2013 to take account of recent developments. Follow-
ing decisions of the Plenary on issues related to 3rd
round progress reports, a minimalistic revision was
adopted at the 42nd plenary meeting. This revision
primarily covered the issue of 3rd round progress
reports and, following the inclusion of the UK Crown
Dependencies, changed the RoP nomenclature from
“countries” to “States and territories”. Following that,
a more substantive revision was adopted at the 43rd
plenary meeting.* This includes, in Rule 15 (see box
on page 19), a provision for taking action in excep-

tional circumstances.

Article 6 of the MONEY VAL Statute provides for a
Bureau comprised of a Chair, a Vice-Chair and three
other members. The tasks of the Bureau are to assist
the Chair, supervise the preparation of plenary meet-

ings and ensure continuity between meetings.

In preparation for the resignation of Mr Vladimir
Nechaev as Chairman in order to take up the Presi-
dency of FATE, the April plenary meeting elected the
Vice Chairman, Dr Anton Bartolo, as Chairman to
complete Mr Nechaev’s term and elected Mr Daniel
Thelesklaf to replace Dr Anton Bartolo as Vice Chair-

man for the remainder of his term in office.

3 MONEYVAL’s Statute can be found on the Committee’s website
and is annexed to this report.

4 The updated Rules of Procedure can be found on MONEY VAL’s
website.



1. In exceptional cases, where there are urgent and serious concerns, and where a prompt (re)action by MON-
EYVAL is required, the Chairman shall be permitted to undertake a course of action, as set out in the paragraphs
below, as an interim measure until MONEY VAL can be fully seized of the problem at its earliest Plenary meeting
and take an informed decision with a view to resolving it. This mechanism, which shall be used only in exception-
al circumstances, is aimed at providing a framework for a rapid reaction to situations which may involve impor-
tant issues for MONEY VAL/Council of Europe or any of its States and territories.

2. In determining whether the matter requires immediate action and cannot wait until a Plenary meeting is held,
the Chairman shall consult with the Bureau and the Executive Secretary of MONEYVAL. When doing so, all
Parties shall consider in particular a) the seriousness of the situation, b) the level of urgency, and any likely adverse
consequences of inaction by MONEYVAL/ Council of Europe. The Chairman and/or the Executive Secretary shall
engage in this process as appropriate with the MONEY VAL State or territory concerned and interested parties.

3. Action taken under this mechanism may involve as appropriate an on-site mission, face to face or teleconfer-
ence meeting(s) with the State or territory concerned and/or relevant representatives, a written analysis and/ or
expertise commissioned, or any other appropriate measure the Bureau may consider appropriate.

4. Upon initiation of the course of action, the Chairman shall notify all MONEY VAL delegations. A report shall be
presented to MONEY VAL, at its next meeting, about the situation and the developments resulting from the course
of action undertaken, together with any recommendations on measures that MONEY VAL should consider at that
time, including further monitoring by MONEY VAL.

5. Any further action shall be discussed and decided by MONEY VAL at its earliest Plenary, applying, where appro-

priate, its Rules of Procedure.

served the two maximum consecutive terms permit-
ted under the Statute. He is warmly thanked for his
service to the Bureau and to the Committee. Mr Alex-

ey Petrenko was elected to the Bureau to fill the vacan-

Chair: Dr Anton Bartolo (Malta) cy created by Mr Codescu stepping down.

Vice Chair: Mr Daniel Thelesklaf (Liechten-

stein)

Members Mr Alexandru Codescu (Romania) Chair: Dr Anton Bartolo (Malta)
Ms Elzbieta Frankow-Jaskiewicz Vice Chair: Mr Daniel Thelesklaf (Liechten-
(Poland) stein)

Mr Nicola Muccioli (San Marino) Members Ms Elzbieta Frankow-Jaskiewicz

(Poland)

In the course of the 43rd Plenary, further elections
were held for the Chair and Vice Chair and Bureau
members for a two-year term. Dr Bartolo and Mr
Thelesklaf were re-elected to serve full two-year terms.

Mr Codescu stepped down from the Bureau as he had

Mr Nicola Muccioli (San Marino)
Mr Alexey Petrenko (Russian
Federation)



MONEYVAL is fortunate in having a panel of in-
dependent scientific experts. The role of a scientific
expert is to provide neutral, experienced opinions
where necessary and to assist the Chair and Secretar-
iat in ensuring the consistency of MONEY VALs out-
puts. This includes, among others, fulfilling a quality
control function for draft Mutual Evaluation Reports,
attending all MONEY VAL plenaries and enriching
debates with their experience and knowledge. In 2013,
the scientific experts were:

Dr William Gilmore, Professor of Public In-
ternational Law, Edinburgh University - Legal
scientific expert

Mr Boudewijn Verhelst, Deputy Director of
CTIE-CFI, and Attorney General in Belgium -
Law enforcement scientific expert

Mr Giovanni Ilacqua, Head of International
Co-operation Division, Banca d’Italia - Finan-
cial scientific expert

Mr Andrew Strijker, former Head of the Dutch
delegation to FATF - Financial scientific
expert with special responsibility for the EU
Directives

Mr Philipp Roser, Executive Officer, Legal

and International Affairs, Financial Market
Authority, Liechtenstein — Financial scientific

expert



The third round of mutual evaluations was based on
the 2003 revised FATF Recommendations and took
place between 2005 and 2009, with the exception of
the Holy See, which was evaluated under the 2003
Recommendations in 2012 after the Committee of
Ministers accepted its 2011 application to join the
MONEY VAL evaluation process. The evaluations also
reviewed, in all MONEY VAL States and territories,
aspects of compliance with the European Union’s
Third Anti-Money Laundering Directive. 28 Council
of Europe member States together with the Holy See
(including Vatican City State) and Israel were evaluat-
ed in the third round.

The evaluation team normally comprised one member
of the MONEY VAL Secretariat and four evaluators:
one legal evaluator, one law enforcement evaluator
and two financial evaluators. Ahead of the on-site
visit, a mutual evaluation questionnaire was sent to
the evaluated State or territory. The State or territory
was required to provide comprehensive replies to a
detailed evaluation questionnaire, relevant legal and
regulatory provisions and relevant statistics. The on-
site visit provided the evaluation team with the oppor-
tunity to meet with relevant governmental agencies,
regulators, law enforcement and prosecution agencies,
as well as with relevant private sector organisations

and non-governmental organisations. The on-site

visit normally did not exceed 8 days. The evaluation
team then drafted the evaluation report, which was
discussed with the State before being submitted to the
Plenary for adoption.

One year after the adoption of the 3rd round evalu-
ation report, each country was required to submit a
progress report describing the new measures it had

taken since the adoption of the report.

The MONEY VAL Secretariat prepared a written
analysis of progress against the FATF Core Recom-
mendations. This desk review was circulated to the
plenary participants before the discussion of the
progress report. One jurisdiction acted as rapporteur
to assist the Plenary in its peer review. The rapporteur
jurisdiction’s role was to raise questions on the replies
given to the progress report questionnaire on non-
Core Recommendations. The rapporteur jurisdiction
advised the Plenary as to whether the information
provided adequately answered the questions raised. If
the Plenary was satisfied with the information provid-
ed and the progress being undertaken, the progress
report and the analysis of the Core Recommendations
would be adopted and published on the MONEY-
VAL website. If the Plenary was not satisfied with the
information provided the reporting jurisdiction would
be invited to submit a fuller report to the next meet-
ing. If the progress was considered to be insufficient,
further steps could be taken including the imposition
of CEPs. An adopted progress report was subject to a



A general overview of the current situation and the developments since the last evaluation relevant in the AML/

CFT field.

An update on improvements which have been made in respect of the 2003 FATF so called Core Recommenda-

tions (Recommendations 1, 5, 10, 13; Special Recommendations IT and IV).!

An update on improvements which have been made in respect of those other FATF Recommendations which

were rated either non-compliant or partially compliant in the Mutual Evaluation Report.
Questions related to the European Union’s Third Money Laundering Directive (2005/60/EC) and the Imple-

mentation Directive (2006/70/EC).
Updated statistical data.

1 For a detailed list of FATF Recommendations see Appendix II.

second progress report two years later.

In 2013, the 3rd round report system was applied to
the States and territories that joined MONEY VAL
after the conclusion of the 3rd round and also to
Montenegro, which still was required to satisfy the
Plenary that progress was sufficient to adopt its sec-

ond progress report.!

41st meeting

42nd meeting UK Crown Dependency of

the Isle of Man
43rd meeting UK Crown Dependency of
Jersey
UK Crown Dependency of
Guernsey
Holy See (including Vatican
City State)

Montenegro

1 In 2013, the Plenary decided that 3rd round progress reports
would only continue to apply to the States and territories which
joined MONEY VAL after the conclusion of the 3rd round of evalua-
tions and Montenegro (until its 2nd progress report was adopted) and
any State or territory not participating in MONEYVAL’s follow-up
round.

Following the publication of the IMF report in 2009,
the Isle of Man authorities had conducted a compre-
hensive review of the recommendations relating to the
Core Recommendations. With the coming into force
and effect of the Proceeds of Crime Act 2008 and the
amendments to the Anti-Terrorism and Crime Act
2003 (together with related Codes), the Isle of Man
had enhanced the regime and addressed the defi-
ciencies related to the Core Recommendations. The
authorities have followed these legislative initiatives

with a programme of education and training.

There had been some important successful convic-
tions for money laundering in the Isle of Man since
the IMF inspection in 2008 including that of a Manx
advocate for third party money laundering. It was also
noted that there had been some significant seizures

of proceeds of crime and that it was anticipated that
these would eventually result in successful final con-
fiscations.

The extension of the UK’s ratification of the Palermo
Convention to the Isle of Man was completed on 1
June 2012 and the Convention came into operation for
the Isle of Man 1 July 2012. The authorities considered
that all of the provisions of the Palermo and Vienna

Conventions were fully implemented

The relevant supervisors had incorporated a review



of compliance with the revised requirements into

their on-site visit programmes. There has also been

a sustained campaign of awareness raising both with
financial institutions and with designated nonfinancial

businesses and professions (DNFBPs).

It was considered that the Isle of Man had made
considerable progress in addressing and remedying
the deficiencies that were identified in the IMF report,
although there still remained some issues that need to
be addressed.

The Plenary was satisfied with the information
provided and the progress being undertaken and thus
adopted the progress report and asked the Isle of Man
to submit an update within two years.

Following the publication of the IMF report in 2009,
the Jersey authorities had undertaken a comprehen-
sive review of the recommendations relating to the
Core Recommendations, with a detailed action plan
setting out the necessary actions needed to address the
identified deficiencies. Jersey reported specific meas-
ures indicating varying levels of progress on all Core
Recommendations. A number of these actions are

in progress or have already been implemented. With
regard to the deficiencies in respect of the criminalisa-
tion of money laundering and financing of terrorism,
it is noted that consolidated legislation has yet to be
introduced before the States Assembly, although its
drafting was at an advanced stage. The jurisprudence
in respect of ML cases achieved during the reporting

period was welcome progress.

The customer due diligence requirements were revis-
ited through amendments made to the relevant order

and guidance.

It was concluded that there had been clear process in
implementing the recommendations made by the IMF

assessment team, and that numerous measures had

already been taken in this respect, though there re-
mained some issues to address. The plenary noted that
the full range of changes underway or introduced, as
well as the effective implementation of the new legis-
lation and of the new preventive measures and actions
taken by the Jersey authorities will be assessed by
MONEY VAL in its forthcoming 4th round evaluation
in 2014. The Plenary was satisfied with the informa-
tion provided and the progress being undertaken and
thus adopted the progress report and asked Jersey to

submit an update within two years.

Following on from the publication of the IMF report
in 2011, the Guernsey authorities had taken a number
of steps to deal with the identified deficiencies and
related recommended action points as set out in the
report. With regard to the criminalisation of money
laundering, a review had been undertaken and there
had been an improvement in the number of final ML

convictions.

Although there have been a number of changes in
legislation and regulation related to risk assessment
no steps had been taken to widen the mandatory cat-
egories of customer to which enhanced due diligence
should be applied. A number of steps had been taken
to improve the reporting regime and it is notable that
suspicious transaction reports (STRs) had contributed
to a number of money laundering convictions in the
period under review; although there are questions

concerning the scope of the reporting requirement.

It was also noted that steps had been taken to improve
levels of compliance with the preventive regime by
e-casinos including improved on-site and off-site su-
pervision. In addition, there had been improvements
in the regime for regulating non-profit organisations
(NPOs) including awareness raising initiatives, im-
proved transparency and strengthening of sanctions

for non-compliance.



Overall it was considered that Guernsey had made
progress in addressing and remedying the deficiencies
that were identified in the IMF report. The plenary
noted that the full range of changes underway or
introduced, as well as the effective implementation of
new legislation and of the preventive measures and
actions taken by the Guernsey authorities will be as-
sessed by MONEY VAL in its forthcoming 4th round
evaluation in 2014. The Plenary was satisfied with the
information provided and the progress being under-
taken and thus adopted the progress report and asked

Guernsey to submit an update within two years.

It was clear from this review that much work had been
done in a short time to meet most of the MONEY-
VAL technical recommendations and there were
many welcome clarifications and improvements to

the AML/CFT legal structure. The legal structure for
criminalisation of ML and TF and related confiscation
was much improved, but still needed to be tested in
practice. The legislation governing the freezing of
terrorist assets pursuant to relevant United Nations
Security Council Resolutions had been amended and

a new listing was adopted.

There were important processes in train to ensure that
the financial institutions within the Holy See know
who their account holders are and that customer due
diligence measures are applied to them in line with
international standards. This work is ongoing and
appears to have generated a significant number of sus-
picious transaction reports, which are being analysed
by the Financial Intelligence Authority (FIA) and,
where appropriate, referred to the Promoter of Justice.
The first mutual legal assistance (MLA) request had
been made by the Holy See and this was in a money
laundering case. It was particularly welcomed that the
autonomy of the FIA to negotiate memorandum of
understanding (MoU) had been restored; that MoUs

have been concluded; and more are being negotiated.

The new professional structure of the FIA, set out

in its revised statute, still needs supplementing with
more trained and experienced AML/CFT staft to
handle the full range of its financial intelligence unit
(FIU) functions. Similarly, now that a decision has
been taken that the FIA should become the prudential
supervisor as well as the AML/CFT supervisor, the
FIA needs to recruit appropriately skilled profession-
als quickly to undertake these responsibilities. It was
somewhat surprising that there had not been any for-
mal AML/CFT inspections of the Institute for Works
of Religion (IOR) and Administration of the Patrimo-
ny of the Holy See (APSA), though it was noted that
the remediation processes undertaken by the IOR, and
to some extent the APSA, are being pursued in close
conjunction with the FIA, as a supervisor. It was con-
sidered important that the forthcoming inspections

of IOR and APSA proceed as planned. As indicated in
the mutual evaluation report, these inspections should
include risk-focused sample testing of customer files.
In this context, it was noted that a credible regime is
now formally in place in terms of AML/CFT supervi-
sory powers and sanctioning, which now also needs to

be tested in practice.

The Plenary was satisfied with the information
provided and the progress being undertaken and thus
adopted the progress report and asked the Holy See to

submit an update within two years.

Since the adoption of the third 3rd round progress
report, in respect of the criminalisation of mon-

ey laundering, the Montenegrin authorities had
introduced amendments to the Criminal Code that
address the deficiency related to insider trading and
market manipulation. However, the issue of extrater-
ritoriality still needed to receive further attention by
the authorities. Montenegro had also taken steps to
remedy some of the deficiencies identified in respect
of the criminalisation of financing of terrorism. Yet,

additional measures still need to be undertaken to



completely align the FT offence with international
standards. Despite action being taken to align the
preventive measures of the Law for the Prevention of
Money Laundering and Financing of Terrorism with
the 2012 FATF Recommendations, it appears that

not all deficiencies relating to customer due diligence
had been addressed in the revised law. Pending the
adoption and entry into force of the legislation, which
is expected in the first half of 2014, these deficiencies
cannot be considered as having been addressed.

Although Montenegro had responded to a number of
the recommendations since the adoption of the third
3rd round progress report with respect to the Core
Recommendations, a number of outstanding issues
remained and an in-depth assessment, both in terms
of technical compliance and effective implementation,
will be undertaken in the 4th round MONEYVAL
evaluation of Montenegro in March 2014. The Plenary
was satisfied with the information provided and the
progress being undertaken and thus adopted the

progress report.



MONEY VAL commenced a follow-up round of on-
site visits in 2009. For each State or territory evalu-
ated, these evaluations focus on the effectiveness of
implementation of Core and Key and some other im-
portant Recommendations in the FATF 2003 Recom-
mendations together with any Recommendations for
which the country received either a non-compliant or
partially compliant rating. In addition the evaluation
also reviews aspects of compliance with the European

Union’s Third Anti-Money Laundering Directive.

The evaluation procedure is similar to that of the third
round, as set out above, but differs in its follow-up

processes.

MONEY VAL 4th round follow-up process broadly
follows the practices and procedures used by the FATF
in its 3rd round of assessments. There are three types
of processes that can occur following the discussion
and adoption of a 4th round evaluation report: bienni-

al update, regular follow-up and enhanced follow-up.
Biennial update

Countries which have received compliant or largely
compliant ratings in the six Core Recommendations
in their evaluation report are only required to provide
a biennial update of their progress in meeting the
deficiencies identified in their Mutual Evaluation

Report or in taking other action to enhance their

AML/CFT regime, starting two years after their MER
is discussed.

Regular follow-up

When assessed countries have received partially
compliant or non-compliant ratings in any of the six
Core Recommendations, they are placed in regular
follow-up. The country is then expected to report back
to the Plenary, initially within two years - though the
Plenary can decide on a more expedited timetable -,
and provide information on the actions it has taken

or is taking to address the factors and deficiencies
underlying any of the Recommendations that are
rated partially compliant or non-compliant. Countries
are encouraged to seek removal from the follow-up
process within three years of the adoption of the 4th
round MER, or soon thereafter. Before a State or
territory can be removed from regular follow-up, it is
required to demonstrate that it has an effective AML/
CFT system in force, under which the State or territo-
ry has implemented the Key' and Core Recommenda-
tions at a level of or at a level essentially equivalent to

compliant or largely compliant.
Enhanced follow-up

Where the Plenary is concerned about the lack of
progress against the findings in the 3rd round report

as demonstrated in a 4th round evaluation report,

1 The Key Recommendations are Recommendations 3, 4, 23, 26,
35, 36 & 40 and Special Recommendations I, IIT & V. See the list of
abbreviations and acronyms for a fuller explanation.



the assessed country can be placed in an enhanced
follow-up process. The procedures include requesting
the country to provide regular reports on progress in
remedying deficiencies earlier than two years from the
adoption of the report, possibly coupled with placing
the country into CEPs. These procedures provide

further peer pressure to rectify deficiencies.
Publication

Unlike the 3rd round progress reports, 4th round fol-
low-up reports are not routinely published. Biennial
reports are published on the MONEY VAL website but
regular or enhanced follow-up reports, together with
the Secretariat’s analysis, are only published once the
assessed country has successfully been removed from
either regular or enhanced follow-up.

The following Mutual Evaluation Reports were con-
sidered and adopted in 2013:

41st meeting Poland
42nd meeting Bulgaria
Croatia
Monaco
43rd meeting Israel
The fight against money

laundering and terrorist
financing is one of the
Polish strategic priorities.
It was reflected by the
National Security Strategy
of the Republic of Poland
adopted in 2007. Addition-

ally, the specific crimes of money

2 Poland’s on-site visit took place from 27 May to 2 June 2012.

laundering and terrorism financing are among the
priority areas identified by the draft National Program
for Counteracting and Combating Organised Crime
for the years 2012-2016 and the draft National Pro-
gram for Combating Terrorism for the years 2012-
2016. Cooperation is also an essential component of
the Polish AML/CFT strategy.

Money laundering is criminalised by Article 299 of
the Penal Code, based on an “all-crimes” approach.
Since the 3rd round evaluation, an autonomous
offence of terrorist financing has been added to the
Penal Code (section 165a) although the offence, as
legislated, is not fully in line with requirements on the
criminalisation of financing of terrorism. The defi-
ciencies previously identified in the 3rd round Mutual
Evaluation Report of Poland regarding the lack of all
aspects of the physical and material elements of the
Vienna and Palermo conventions have unfortunately
not yet been addressed. Association with or conspir-
acy to commit money laundering is still not covered
in the legislation. The number of investigations and
prosecutions for ML offences appears low compared

to the level of funds-generating crime in Poland.

With regard to the criminalisation of the financing
of terrorism, Poland has introduced a new terrorist
financing offence in the Criminal Code; however this

Article is not fully in line with the TF Convention.

The provisions in Articles 44 and 45 of the Penal Code
remain unchanged since the 3rd round evaluation and
contain the necessary powers to confiscate the pro-
ceeds of crime. Nevertheless the confiscation regime
remains incomplete as instrumentalities, especially
when owned by third parties, are not included in

the legal framework. Furthermore, the level of final
confiscations appears low compared to the level of

funds-generating crime in Poland.

United Nations Resolutions 1267 and 1373 (in
respect of Non-European Union internals) are legally
implemented through European Union mechanisms.
Since the 3rd round Poland has introduced Article



20d of the Act on Countering Money Laundering and
Terrorism Financing (AML/CFT Act), which provides
a clear legal mechanism that would potentially cover
designations in Poland in respect of European Union
(EU) citizens or named persons not covered by the EU
clearing house list proposed by other member States;
however, the Polish authorities have not yet applied

this mechanism.

The General Inspector of Financial Information
(GIFI), supported by the Department for Financial In-
formation, comprises the Polish financial intelligence
unit, which is an administrative unit. The functions
and responsibilities of the FIU, are set out in the
AML/CFT Act, and appear sufficient to cover the core

requirements set out in Recommendation 26.

Several law enforcement investigative units are
authorised to conduct money laundering investiga-
tions, but seem to be over-focused on investigation of
self-laundering and especially on tax related predicate
offences. Most of the investigative units seem to lack
both a proactive approach and the necessary training
for conducting more complex ML investigations and

rely totally on the prosecutorial initiative.

The reporting institutions demonstrated a high-level
of awareness of the suspicious transaction reporting
requirements and appreciated the GIFI Reporting
Guide. The highest number of suspicious transaction
reports was filed by banks. The number of STRs from
designated non-financial businesses and professions
has increased; nevertheless, the reporting level of cer-
tain DNFBPs still appears inadequate. Furthermore,
there are still several technical shortcomings in the

reporting requirement.

All financial institutions and service providers are
subjected to the AML/CFT legislation. Poland has
a broadly sound legal structure for the preventive
standards. However, the evaluators noted that the
legislative provisions dealing with customer due dil-
igence requirements are still not entirely in line with

the FATF Standards. In particular, there is no clear

requirement to identify the ultimate beneficial owner
and no requirement to verify the customer’s identity

from reliable and independent sources.

The Polish Financial Supervisory Authority plays a
positive role in the supervision of financial institu-
tions, in full cooperation with the GIFI. The National
Bank of Poland is responsible for the supervision of
the currency exchange offices, while the National
Savings and Credit Cooperative Union supervised

the credit unions, at the time of the on-site visit of

the evaluation team. All financial institutions are
required to be licensed or registered. The GIFI and the
supervisory bodies independently carry out a number
of on-site inspections to control the compliance with
the AML/CFT requirements according to detailed

manuals.

The AML/CFT framework generally applies to DNF-
BPs as well. The DNFBPs demonstrated a basic under-
standing of their AML/CFT obligations although they
indicated the need for more sector-specific guidance

from the GIFI and the supervisory authorities.

There is no requirement for the Register of Commer-
cial Companies to identify the beneficial owners of

a company which holds shares of another registered
company. Polish law does not require adequate trans-
parency concerning beneficial ownership and control

of legal persons.

Poland can provide a wide range of mutual legal assis-
tance and cooperation. Legal provisions for providing
mutual legal assistance and cooperation are laid down
in domestic law, bilateral and multilateral treaties and
apply both to ML and TF.

In 2010, a risk analysis
was carried out by vari-

ous competent authorities

in Bulgaria on the major

3 Bulgaria’s on-site visit took place from 30 September to 6
October 2012.



sectors of the economy. The main vulnerabilities to
money laundering were examined in the financial and
public sectors, as well as in the construction, gam-
bling, trade (including real estate), tourism and sport
sectors; incoming and outgoing money flows in the
economy were also included in the review. Accord-
ing to the Bulgarian authorities, no information on
terrorism and terrorism financing threats has been
identified. Nevertheless, the Bulgarian institutions (in-
cluding the FIU) authorised with competences in this
area, continue to perform monitoring and observation

of the ongoing situation.

As far as the criminalisation of money laundering is
concerned, the examiners note the developments in
AML practice achieved by the Bulgarian authorities
since the 3rd round evaluation. However, the Bulgari-
an legislation still needs to extend the list of predicate
offences, to include all categories of piracy, market
manipulation and insider trading, as well as to cover
all the aspects of terrorism financing. Turning to effec-
tiveness, the competent authorities established that it
is possible to prosecute all forms of money laundering

and actual convictions have been achieved in practice.

The offence of financing of terrorism is incriminated
in the Bulgarian Criminal Code (CC), although it
does not fully encompass the requirements of the TF
Convention and Special Recommendation II. Some
deficiencies still remain in respect of the criminal-
isation of all the offences listed in the Annex to the
TF Convention. Furthermore, the purposive element
required by Article 108a of the CC unduly restricts the
application of this provision to acts which constitute
offences within the scope of and as defined in the
treaties listed in the annex to the Terrorist Financing
Convention in the sense that it requires an additional

mental element.

The provisional measures and confiscation regime in
Bulgaria is mainly provided by the Criminal Proce-
dure Code (CPC), the Law of Divestment in Favour of
the State of Property Acquired from Criminal Activity
and the Act on Forfeiture in Favour of the State of

Unlawfully Acquired Assets, which entered into force
on 19 November 2012, after the on-site visit. The
Bulgarian legal framework for the confiscation regime
is convincing, in that it provides for a wide range

of forfeiture, seizure and provisional measures with
regard to property laundered, proceedings from and
instrumentalities used in and intended for use in ML
and TF or other predicate offences. However, com-
pared with the estimated economic loss from criminal
offences of an economic nature, the total value of
confiscated assets remains low and the authorities are
encouraged to place greater emphasis on confiscating

criminally-derived funds.

The Bulgarian authorities have undertaken the rele-
vant measures for ensuring the freezing of terrorist
related assets. As an EU member State Bulgaria
implements the EU Decisions but has equally an
internal listing mechanism. The web link to the list of
designated persons was made available for financial
institutions and designated non-financial business and
professions. So far, there have not been any cases of

blocking of such assets.

The Bulgarian Financial Intelligence Agency was
initially established as an administrative-type FIU
within the Ministry of Finance. In 2008, the FIU was
transformed into the Financial Intelligence Direc-
torate within the State Agency for National Security
pursuant to the Law on State Agency for National
Security. The specialised administrative Financial
Intelligence Directorate of SANS (FID-SANS) con-
tinues to function as an administrative-type financial

intelligence unit.

The financial sector demonstrated a high level of
understanding of their customer due diligence obliga-
tions. The Law on Measures against Money Launder-
ing (LMML) is generally in line with the international
standards; however some difficulties still remain,
mostly related to the concept of beneficial owner
which does not fully cover the natural person(s) who
ultimately owns or controls a customer and/or the

person on whose behalf a transaction is being con-



ducted. Nevertheless, all the financial institutions met
were aware of the concept of beneficial owner in the
case of legal entities, as provided in article 3 (2) of the
Rules on the implementation of the LMML.

Supervision and monitoring of the implementation of
the AML/CFT requirements is executed twofold: by
the general supervisory bodies, which appear to have
sufficient resources for fulfilling their obligations and
a package of enforcement tools to address breaches,
and by the FID-SANS. The primary responsibility

for the supervision of AML/CFT measures for all
obliged persons rests with FID-SANS. However, all
supervisory bodies are required to include inspec-
tions for the compliance of obliged persons with the
requirements of the LMML and the Law on Measures
against Financing of Terrorism when they conduct

examinations.

Administrative sanctions for non-compliance with

the LMML are imposed by the FID-SANS and there
has been an increase in the number of off-site and
on-site supervision actions and sanctions applied. The
maximum sanction for AML/CFT non-compliance is
the equivalent of €25,000, which appears not to be dis-
suasive enough when compared with other sanctions

prescribed for the financial sector.

According to the LMML, the list of designated non-fi-
nancial businesses and professions subject to AML/
CFT requirements goes beyond the international
standards. External accountants and private enforce-
ment agents (bailiffs) have recently been included

as obligors. The DNFBP demonstrated that they are
generally aware of their obligations on AML/CFT
issues, which is a welcome improvement since the

last evaluation report. However, not all the sector was
fully aware of the enhanced measures that should be

applied with regard to politically exposed person.

The Bulgarian legal framework establishes the
Ministry of Justice (for judicial requests), and the
Supreme Prosecutor's Office of Cassation as well as
the Prosecutor’s Office (for pre-judicial investigation

requests) as the central agencies responsible for inter-
national mutual legal assistance. The representatives
of the prosecutor’s office and the judiciary authorities
indicated that all requests are executed in a reasonable
timeframe, although the legislation does not prescribe
any timeframes for the execution of mutual legal
assistance requests.

A comprehensive network of mutual bilateral and
multilateral agreements gives the Bulgarian authori-
ties a sound basis for effective cooperation. In order
to ensure the review of the effectiveness of the AML/
CFT systems on a regular basis, the Bulgarian author-
ities should, as quickly as possible, create a framework
for policy makers to review the effectiveness of the

system and bring it into operation.

International cooperation by the FID-SANS and law
enforcement agencies is effective, efficient and in
many cases more advanced than the minimum stand-
ards required by the FATF Recommendations. The
Bulgarian National Bank and the Financial Supervi-
sion Commission also appear to have broad powers to
exchange information with foreign counterparts based

on domestic law, international treaties and MoUs.

Most money laundering in

Croatia is considered to be
of domestic origin. The
main criminal offenses
which are the primary
sources of money laun-
dering are: economic crimes
such as abuse of power and
authority in economic operations; abuse of power and
authority; tax evasion; and abuse of drugs. Although
Croatia is part of a major transit route for drugs enter-
ing Europe, there is little evidence that these networks
have utilised Croatia’s financial system in order to

launder the proceeds of sales.

4 Croatia’s on-site visit took place from 19 to 24 November 2012.



The new money laundering offence appears to be
broadly in line with the international standards. The
physical and material elements of the ML offence,
however, do not fully correspond with the require-
ments of the Vienna and Palermo Conventions.
Almost all the cases brought are “own proceeds”
laundering. No autonomous money laundering cases
have been brought in respect of third parties launder-
ing on behalf of others. The low number of convic-
tions raises concerns about the overall effectiveness of
money laundering criminalisation, given the level of

proceeds-generating offences in Croatia.

The financing of terrorism offence is largely in line
with the FATF requirements and the Terrorist Financ-
ing Convention. As there is no legal definition of the
terms “terrorist” and “terrorist organisation” the inter-
pretation of the relevant articles of the Criminal Code

could lead to a narrow application of the standards.

The current legal framework applicable to confiscation
and provisional measures still appears complicated
and is not harmonised. With regard to the effective-
ness of operation, the level of confiscations appeared
low compared with the estimated economic loss as a

result of proceeds generating crime.

Since the previous evaluation Croatia has made
progress in addressing some gaps in respect of the
freezing of funds used for terrorist financing and the
legal framework has been changed to a large extent.
There are still, nonetheless, a number of technical
deficiencies in the legislation, as well as shortcomings

in the underlying mechanisms and procedures.

The Anti-Money Laundering Office (AMLO) is
designated as the Croatian financial intelligence unit.
During the on-site visit the representatives of law
enforcement agencies and prosecutors met confirmed
that cooperation with AMLO was good and that they
were satisfied with the information received from
AMLO.

The preventive measures for the Croatian financial

sector are primarily set out in the Anti-Money Laun-

dering and Terrorist Financing Law (AMLTF Law)
which came into effect on 1 January 2009. Through
this, Croatia has taken significant steps to remedy the
deficiencies in preventive measures identified in the
3rd round. However, the effectiveness of implemen-
tation of customer due diligence measures relating to
beneficial owners, and in business relationships with

non-resident customers, was not demonstrated.

Croatia has introduced a number of requirements re-
lating to CDD for politically exposed persons (PEPs)
since the 3rd round. However, there are no require-
ments to identify situations when the customer or
beneficial owner subsequently becomes a PEP in the
course of a business relationship, and not all guide-

lines require the identification of the source of wealth.

The obligation to make a suspicious transaction report
has been extended to apply to attempted transactions.
There are, however, technical deficiencies in the
reporting requirement, particularly as the obligation
does not extend to funds which are “linked or related
to” terrorism generally and (partially) to “those who

finance terrorism’”.

The AMLTF Law defines the scope of responsibility
for all of the supervisory authorities. The supervisory
authorities have adopted a risk-based approach to
supervision and appeared to have adequate resources
as well as a good understanding of their AML/CFT
responsibilities. Although “fitness and properness”
procedures are in place, they do not extend to crim-
inal associates of those holding controlling interest
or managerial functions in financial institutions and
there were additional shortcomings related to the
identification of ultimate beneficial owners of signif-
icant or controlling interest in insurance companies

and pension funds.

All DNFBPs are now subject to the requirements of
the AMLTF Law, including CDD and reporting of sus-
picious transactions. Although the level of reporting
of suspicious transactions has improved since the 3rd

round evaluation, there are still concerns about the



low level of reporting from certain DNFBP sectors.

The Court Register contains comprehensive informa-
tion on the registered owners of legal persons as well
as about persons who act on behalf of the companies
and is publicly available. However, there is no re-
quirement to provide details of the ultimate beneficial
owner. Although it is no longer permissible to issue
bearer shares, there was a lack of information on the

number of bearer shares still in circulation.

The legal framework in Croatia for mutual legal assis-
tance includes the full range of conventions. As long
as MLA is provided by the Republic of Croatia based
on international conventions which have precedence
over national law and are from direct applicability,
pursuant to the Croatian Constitution, the main
international standards in this matter are met. There
are some concerns related mainly to non-treaty based
cooperation or for the regulation of issues not covered

by the otherwise applicable treaty.

With regard to other forms of international co-oper-
ation, the Croatian authorities have the authority to
collaborate with their foreign counterparts in their re-
spective areas of competence. One technical concern
is that although AMLO is empowered to exchange
information relating to money laundering, there is no
provision in the AMLTF Law for AMLO to cooperate
or exchange information on the underlying predicate

offence.

Monaco has one of the low-
est registered crime rates,
all offences included, in

the world. No exhaustive
evaluation of the risks
specific to the Principality
in the sphere of money laun-

dering (ML) and the financing

5 Monaco’s on-site visit took place from 5 to 10 November 2012.

of terrorism (FT) was conducted in order to deter-

mine the specific potential risks in sectors and prod-
ucts. In the Principality, money laundering is thought
to consist principally of the use of the financial system
to launder the proceeds of offences committed abroad,
in particular drug trafficking, fraud and corruption
and the use of foreign-law legal entities for laundering
purposes. The authorities consider that there is a fairly
low risk of the laundering of money derived from
domestic criminal activities. The risks of financing of

terrorism are considered to be low.

Money laundering and the financing of terrorism are
to a large extent criminal offences in conformity with
FATF standards, and powers of seizure and confis-
cation are fairly complete overall with respect to the
various categories of assets and instruments to which
confiscation must be applicable. The number of inves-
tigations, prosecutions, convictions and confiscations
relating to money laundering recorded since 2006 is
growing. However, compared to the size of Monaco,
the number of indictments for money laundering
does not necessarily seem proportional to what one
might expect considering the importance of financial

activities in the Principality.

SICCFIN, Monacoss financial intelligence unit (FIU),
is now the driving force of the system for combating
money laundering and the financing of terrorism,
and devotes the necessary energy to accomplishing
its tasks, demonstrating efficiency and professional-
ism. Further measures remain necessary in order to
improve the results of analytical activities, inter alia
through increased staffing. The law enforcement sys-
tem remains primarily response-based, with the vast
majority of money laundering or terrorist financing
cases opened by prosecuting authorities being initiat-
ed following notifications by SICCFIN.

Since the 3rd evaluation, the Principality of Monaco
has adopted a new legal and regulatory framework
defining a complete arsenal of obligations to prevent
money laundering and the financing of terrorism im-
posed on institutions and professions, both financial

and non-financial, subject to reporting obligations;



these new obligations were drafted taking into account
the weaknesses identified during the 3rd evaluation
and may be considered to be in conformity with the
great majority of the requirements set out in the FATF
Recommendations. Clear reservations must neverthe-
less be expressed as to the effective application of the
relevant measures by certain categories of non-finan-
cial professions, particularly lawyers and jewellers, but
also, to a lesser extent, legal advisers and estate agents.

Where supervision is concerned, SICCFIN, the au-
thority responsible for financial institutions and most
categories of designated non-financial businesses and
professions (DNFBPs), has also greatly reinforced,
since the 3rd evaluation, the methods that it uses in
order to exercise effectively its powers over finan-
cial institutions and certain categories of DNFBPs.
However, further efforts remain necessary so that it
more effectively exercises these powers over certain
categories of non-financial professions, particularly
legal advisers, jewellers, accountants and certified
public accountants. It is also important that the State
Prosecutor, who is legally responsible for supervising
lawyers, notaries and bailiffs, take the necessary steps
with a view to making it possible for him to effectively
exercise this supervisory authority over the members

of the legal professions concerned.

Measures should also be taken to ensure that the
range of administrative and criminal sanctions fully
meets all FATF requirements (ensuring, inter alia,
that those sanctions may be imposed against both

the financial and non-financial institutions subject

to reporting obligations and their leaders), and that
those sanctions are effectively applied in the situations
which so require, in order to guarantee their deterrent
effect.

The resources deployed in the sphere of international
co-operation, particularly the processing of requests
for mutual judicial assistance — including assistance
with respect to the confiscation of assets —, as well

as the development of useful case-law relating to the

application of the offence of laundering, should be

emphasised positively.

Illegal gambling, extortion

and fraud are the predicate .

offences most closely

associated with organised

criminal activity in Israel.

As such, these are the areas \ /

in Israel. During the on-site visit a concern was reg-

of concentrated anti-money

laundering enforcement activity

ularly expressed that money service providers (MSP)
were used to launder money, particularly unregistered
MSPs, some of which were controlled by criminal

organisations.

In terms of risk there is a serious concern that there
is still no AML/CFT regime in place for the DNFBP
sector. Israel is the largest global exporter of polished
diamonds, exporting to a large number of countries.
In particular, Orders setting out AML/CFT controls
for the diamond industry, which makes a significant
contribution to the Israeli economy, were still not in

place.

Israel has taken action to align its domestic anti-mon-
ey laundering legislation even more closely with
international standards. Israel has utilised the array of
legislative tools at its disposal to secure convictions for
terrorist financing on a regular basis. The evaluators
were impressed by the professionalism and commit-
ment of those they met on-site with responsibilities

in this important area. There has been a substantial
increase in the number of cases involving seizure of
the proceeds of crime with a corresponding increase

in the sums confiscated.

The Israel Money laundering and Terror financing
Prohibition Authority (IMPA), the Israeli FIU, now
has access to a much greater range of information

than at the time of the previous evaluation. The

6 Israel’s on-site visit took place from 9 to 16 March 2013.



reports produced by IMPA are valued by the relevant
law enforcement agencies. In the view of the evalua-
tors, IMPA is an effective FIU fully compliant with the

international standards.

Although Israel has taken several legislative and reg-
ulatory measures in order to address the deficiencies
identified in the preventive measures in the previous
evaluation report a number of important orders were
still awaiting adoption at the time of the on-site visit.
As a consequence of this, there remain a number of
deficiencies in legislation and regulation against the
FATF preventive standards for financial institutions.

Although detailed customer due diligence meas-

ures are in place, there remain certain deficiencies
including no requirement to take reasonable measures
to verify the identity of the beneficial owner of the
customer with respect to provident funds, insurance
companies and MSPs. Also, the definition of beneficial

owner is not fully in line with the standards.

There is still no basic requirement to identify politi-
cally exposed persons for provident funds, insurance
companies and agents and MSPs and no requirement
for provident funds, insurance companies and agents,
MSPs, Stock Exchange members, portfolio managers
or the Postal Bank to take reasonable measures to
establish the source of wealth of customers and bene-

ficial owners as PEPs.

Thresholds are permitted below which there is no
requirement for document retention for the Postal
Bank, insurers, MSPs, provident funds and companies
managing provident funds. Also, during the on-site
visit, MSPs demonstrated a lack of understanding of
what records should be kept.

The requirements regarding the information that must
accompany wire transfers only refer to cross-border

transactions. There are no specific requirements in law
or regulation setting out information requirements for

domestic wire transfers.

There has been a significant increase in the volume

and quality of unusual activity reports (UAR) from
the financial sector and the number of UARs on ML
and TF from the non-banking sector has significantly

increased.

There are no detailed requirements for non-banking
financial institutions covering establishment and
maintenance of internal control and compliance poli-

cies or AML/CFT arrangements for overseas branches.

The AML/CFT supervisory framework is well estab-
lished. All of the designated supervisors have adequate
powers. All of the supervisors appeared to be well
resourced and there are sanctions in place for AML/
CFT breaches which appear to be effective, propor-

tionate and dissuasive.

At the time of the on-site visit, all of the non-banking
supervisors relied on external examiners to conduct
supervisory visits. The evaluators understand that
this approach is not due to a lack of resources but is

intended to draw on the expertise of external bodies.

Although central registers exist for corporations and
non-profit organisations which are open to consul-
tation by the public, it is not sufficiently guaranteed
that competent authorities have access in a timely
fashion to adequate, accurate and current informa-
tion on the beneficial ownership and control of legal
persons. There is insufficient information available on
the beneficial owners of private or foreign trusts and
an absence of legal requirements on trust service pro-
viders to obtain, verify and retain records of the trusts
they create, including beneficial ownership details.

Comprehensive mechanisms are in place for nation-
al and international cooperation and Israel actively
cooperates with other jurisdictions at all levels. Israel
has brought about improvements in terms of its com-
pliance with international standards. However, the
exemption for Israeli citizens who are Israeli residents
from the declaration process under UN Security
Council Resolution 1267 and relevant successor Reso-

lutions is not in line with international standards.



Albania had worked to address many deficiencies
identified in the MER, in particular with respect to the
criminalisation of money laundering and financing of
terrorism and customer due diligence procedures as
well as other important Recommendations. However,
several major deficiencies were found to be outstand-
ing, in particular with respect to implementing UN-
SCRs, freezing and confiscating terrorist assets and
international cooperation on financing of terrorism.
The amendments required were still in draft form and
consequently they could not be taken into consider-

ation.

The Albanian authorities indicated that further efforts
will be made for the pending draft laws to be approved
in Parliament and further actions will be taken in
order to implement the remaining deficiencies iden-
tified in the 4th round MER. The follow-up report
submitted by the Albanian authorities was therefore
presented to the plenary for information purposes
only. The Plenary decided that Albania’s request to exit
follow-up would be considered in 2014, providing that
the authorities are in a position to report sufficient

progress.

41st meeting Albania (Regular follow-up)

Hungary (Regular follow-up, interim report)

Slovenia (Regular follow-up)*
42nd meeting
Hungary (Regular follow-up)*

San Marino (Regular follow-up, interim report)

Slovakia (Regular follow-up, interim report)

43rd meeting Cyprus (Biennial follow-up)

Czech Republic (Regular follow-up)

*removed from regular follow-up

Albania (Regular follow-up, due date extended)

On the basis of the 4th round MER the Government
of Hungary adopted an Action Plan in a Government
Resolution which is mandatory and publicly availa-
ble. This Action Plan reflects the recommendations
made by MONEY VAL and sets out all of the tasks for
the relevant supervisors and authorities responsible
for AML/CFT issues according to three categories:
legislative tasks; impact studies; and training and
consultation. The Hungarian authorities reported that
the relevant authorities have implemented most of the
tasks determined by the Action Plan of the Hungar-
ian Government with several important results in all

categories.

Following a commission from the Ministry for
National Economy, a formal national risk assessment
(NRA) was undertaken by the National Institute

of Criminology to assess the ML/FT risks, threats,
vulnerabilities and trends in Hungary. The analysis
commenced in March 2012 in cooperation with
other authorities, including the Hungarian FIU. The
NRA was finalised by December 2012 and the official
decision-making procedure regarding the publica-
tion of the conclusions and results of the NRA was

commenced.

The new Hungarian Criminal Code (HCC) was
adopted and published and entered into force on 1
July 2013. The new HCC modifies
the money laundering provisions
in order to comply with MONEY-
VALs recommended action plan in
the MER. The amendments of the
AML/CFT Act and the Act on the
Implementation of Financial and
Asset-Related Restrictive Measures
Ordered by the European Union,
and on Respective Amendments of
other laws Act (FRM Act) are in-
tended to modify several provisions
in order to implement MONEY-
VALs recommended action plan in



the MER as well as the findings of the relevant impact
studies. The draft includes modifications regarding
the following topics (among others): customer due
diligence (beneficial owner, risk based approach);
reporting obligation; access and dissemination of

the information by the Hungarian FIU; sanctioning

regime.

The Plenary adopted the follow-up report of Hungary
and decided to remove Hungary from the regular
follow up process because it has reached a satisfactory
level of compliance on the relevant Recommenda-
tions. Hungary was required to report back to the
Plenary under biennial follow-up in 2 years’ time (by
September 2015).

Slovenia had taken positive steps to enhance the
effective implementation of legislation on money
laundering and had achieved a number of convic-
tions for money laundering, including autonomous

convictions. Although it was noted that the financing

of terrorism offence still appeared not to be fully in
line with international standards, it was nonetheless
considered that Slovenia had taken sufficient steps to
bring it into compliance with the relevant Recommen-
dations up to a level equivalent to a largely compliant
rating. Slovenia had also adopted new laws which
were in force and effect aiming to give priority to asset
detection and asset recovery and to enhance effective-
ness in this important area. Although the level of final
permanent confiscations remained low it was noted
that there had been significant seizures and freezing
orders, which it was anticipated would result in final
confiscations. With regard to the freezing and confis-
cating of terrorist assets, it appeared that the steps tak-
en had addressed the lack of publicly known national
procedures and guidance and the lack of procedures
for freezing the accounts of EU internals designated
on UNSCRs identified in the evaluation report.

Other improvements were noted with regard to the
level of law enforcement involvement in AML/CFT
investigations, supervisory activity and the sanction-

ing regime. However, little action had been taken to




remedy the deficiencies related to non-profit organi-

sations.

The Plenary adopted the follow-up report of Slovenia
and decided to remove Slovenia from the regular
follow up process because it has reached an overall
satisfactory level of compliance on the relevant Rec-
ommendations. Slovenia was required to report back
to the Plenary under biennial follow-up in 2 years’
time (by March 2015).

Presenting its interim report to the 42nd Plenary, San
Marino briefly outlined the most significant steps
taken or planned since the adoption of the 4th round
MER: the criminalisation of self-laundering; the
reinforcement of confiscation; the introduction of a
provision on asset sharing, as well as of new require-
ments relating to PEPs and shell banks. In light of
the fact that the use of cash has been highlighted as

a ML/FT risk factor in San Marino, the Central bank

had established the supervisory reporting of cash
movements; there had been an increase in the number
of seizures and the amounts seized; eight informa-
tion technology specialists had been recruited in the
anti-fraud division of the police.

The Plenary adopted the report and invited San Ma-
rino to report back to MONEY VAL with an interim
report in September 2014 and, if the conditions are

met, to seek exit from regular follow-up.

Slovakia presented an interim follow-up report to
MONEY VALs 42nd plenary meeting. On the legal
side, with regard to confiscation and provisional
measures, no steps had been taken to clearly cover the
confiscation of indirect proceeds and to provide an
authority to oversee confiscation from third parties.
Although there had been some significant freezing
orders (€32 m in 2010), these had not translated into

final confiscations; indeed, no confiscations were

reported.




Concerning law enforcement, the FIU had been
moved into a more central position and many of the
concerns regarding its operational independence
appeared to have been addressed. While technical
deficiencies relating to the criminalisation of ML and
TF remained, a number of other deficiencies had been
addressed by the issuance of guidance and aware-
ness-raising, and there had been an improvement

in the volume and scope of suspicious transaction

reports received.

Technical deficiencies identified for financial issues
had not been addressed as the authorities were await-
ing the final text of the EU’s 4th Money Laundering
Directive before amending the AML Law but guide-
lines had been issued to deal with effectiveness-related

deficiencies.

The Plenary decided that Slovakia should provide

a further interim progress report on the legislative
developments on the measures taken to remedy the
technical deficiencies with respect to the criminalisa-
tion of money laundering, terrorist financing and in

relation to confiscation at the 44th meeting in 2014.

The biennial follow-up report of Cyprus was exam-
ined in conjunction with progress on recommenda-

tions made in the Special Assessment (see below).

In its biennial update, the Cypriot authorities ex-
plained that they were in the process of conducting

a national risk assessment and had already produced
some preliminary findings. In particular, the Advisory
Authority had identified that the main risks for Cy-
prus emanated from international business activities
at the layering stage, since domestic criminality was
relatively low, while the use of cash was limited.

The Prevention and Suppression of Money Laun-
dering and Terrorist Financing Law was amended
on a number of occasions. These amendments

strengthened the FIU’s existing powers to exchange

information with domestic authorities and foreign
counter-parts and to obtain beneficial ownership and
financial information from financial institutions and
DNFBPs. The amendments also removed the legal
uncertainty in relation to the imposition of adminis-

trative sanctions on directors and senior managers.

A few months after the fourth round on-site visit

in 2010, the Suppression of Terrorism Law of 2010
was enacted. The law provides a comprehensive legal
framework in the area of terrorism and criminalises
the provision of support to terrorists and terrorist
organisations in any way. This law also provides a
comprehensive regime for the freezing of funds used

for terrorist financing.

Another significant development reported by the
Cypriot authorities was the enactment of the Law Reg-
ulating Companies Providing Administrative Services
in December 2012. Under this new law, trust and
company service providers are now required to obtain
a licence before commencing business. They are
subject to all AML/CFT requirements and are under
the supervision of the Cyprus Securities and Exchange
Commission for both AML/CFT and prudential

matters.

The FIU and the supervisory authorities had under-
taken training initiatives related to preventive meas-

ures and suspicious transaction reporting.

The Biennial follow-up report was accepted by the
plenary and it was agreed that Cyprus would submit a
further Biennial follow-up report.

The Czech Republic presented an interim follow-up
report at the 43rd plenary meeting. It was reported
that the Palermo Convention and its Protocols had
been ratified. It was also reported that training has
been provided to judges and prosecutors and there
had been a slight increase in unconditional imprison-

ment sentences for money laundering in 2012. How-



ever, no steps had been taken to remedy the identified
deficiencies in the Criminal Code and there had been
no prosecutions and convictions for autonomous or
third party money laundering. The Czech Republic
had taken limited steps to remedy the identified de-
ficiencies or to implement the recommended actions
in respect of the criminalisation of terrorist financ-
ing and most of the identified deficiencies remain
unchanged. Although little progress can be seen in
legislative developments, there has been considera-
ble progress on the effectiveness of the confiscation
regime (R.3) with a significant increase in the value of

assets seized and in final confiscations.

Some steps have been taken to address the deficiencies
identified preventive measures including measures to
increase the transparency of joint-stock companies,
and address the anonymity issue. Although limited
progress had been made in terms of enacted legis-
lation, the Czech authorities were conducting a risk
assessment and anticipated introducing legislation

to bring the CDD requirements into line with both
the EU 4th Money Laundering Directive and the new
FATF standards. There had been an increase in the
number of inspection visits to financial institutions,
and the scope of visits had been increased to put more
emphasis on AML/CFT issues. As a consequence, the
number of infringements identified in 2012 and 2013
had increased.

The plenary noted that little progress had been
achieved in remedying the identified deficiencies and
the Plenary decided that the Czech Republic should
submit a full follow-up report at its 44th meeting in
2014.



On 9 March 2013, the President of the EuroGroup
Working Group, on behalf of the Troika institutions,
wrote to the Executive Secretary of MONEY VAL in-
viting MONEY VAL to conduct an assessment on the
effective implementation of CDD requirements by the
Cypriot banking sector. The invitation was made in
the context of Cyprus’s request for financial assistance
from the Euro area. MONEYVAL accepted the invita-
tion on 12 March 2013.

The special assessment was conducted between 19
and 29 March 2013. During the visit the assessors
conducted lengthy and informative meetings with 13
banks which represented approximately 71 percent of
the deposits and 76 percent of the loans in the bank-
ing sector in Cyprus. The MONEY VAL team did not
review customer files. The report on the special assess-
ment was presented to the Troika institutions on 24
April 2013 and published by MONEYVAL on 17 June
2013. Unlike all other MONEY VAL reports, which are
automatically published after adoption by the plenary,
the publication of this specially commissioned report
required the consent of the Troika institutions and
Cyprus.

The assessment was, and still is, unique, as no
other jurisdiction has hitherto submitted to such an

exceptional and focussed anti-money laundering/
counter financing of terrorism (AML/CFT) evaluation
covering the effectiveness of one part only of its AML/
CFT system. Evaluations in FATF and MONEYVALs
regular cycles usually cover the whole financial sector,
as well as the legal and law enforcement sectors. The
special assessment report builds on the 4th round Mu-
tual Evaluation Report of Cyprus (adopted on 27 Sep-
tember 2011) and does not replace it. It is understood
that most of the MONEY VAL recommendations have
been incorporated into an action plan, which is part of
the Memorandum of Understanding between Cyprus
and the Troika institutions.

The terms of reference of the special assessment as
agreed between MONEY VAL, the Central Bank of
Cyprus (CBC) and the Troika institutions stipulated
that the main findings and recommendations of the
assessment would be taken into account in MONEY-
VALs own follow-up processes. At the 41st plenary
meeting, the plenary supported MONEYVALs
involvement in the special assessment and agreed that
Cyprus should be expected to report on the progress
made with respect to the recommendations in the spe-
cial assessment report within MONEY VAL follow-up
process. For practical purposes, it was decided that
Cyprus should submit its first report on the progress
related to the special assessment at the 43rd plenary,
together with its biennial update on the progress



achieved in relation to the recommendations made in
the 4th round Mutual Evaluation Report.

Substantial international business, which is mainly
tax-driven, is conducted in and through the Cypriot
banking sector. Such international business involves
various features such as complex corporate struc-
tures, cross-border transactions with counter-par-
ties in various jurisdictions, introduced business,

the use of nominee shareholders/directors, trusts,
client accounts and cash-collateralised loans. These
features are inherently vulnerable to misuse for money
laundering and financing of terrorism purposes and
pose the highest ML/FT risk to the banking sector in
Cyprus.

In general, the banks interviewed demonstrated high
standards of knowledge and experience of AML/CFT
issues, an intelligent awareness of the reputational
risks they face and a broad commitment to imple-
menting the customer due diligence requirements set
out in the law and in subsidiary regulations issued by
the Central Bank of Cyprus (CBC). Implementation of
CDD measures, as described by the banks, appeared
strong under most headings. However, a range of
shortcomings with the potential to undermine the
effectiveness of CDD was identified in many of the
banks interviewed. In one bank the assessors had
particular concerns about the overall effectiveness of
their CDD procedures. This report focuses mainly on
the risks and shortcomings identified and includes

recommendations for remedial action.

A large part of the international business is introduced
to banks by professionals and trust and corporate ser-
vice providers, the latter known in Cyprus as Admin-
istrative Service Providers (ASPs). The banks therefore
place significant reliance on the business introducers
in Cyprus or other countries to certify the authenticity
of many of the documents provided for CDD pur-

poses and to perform some other elements of CDD.

It is the assessors’ view that reliance on introducers
constitutes one of the largest areas of vulnerability for
the banking sector in Cyprus. Given the significant
role played by introducers in attracting international
business to Cyprus, it was noted with concern that one
of the categories of introducers (ASPs) although made
subject to regulation is not yet supervised in practice
for compliance with AML/CFT requirements and

the supervision of the other categories of introducers
(lawyers and accountants) needs to be strengthened
further.

All banks have procedures in place to determine

the identity of the beneficial owner controlling the
customer. In those cases where the customer is intro-
duced, the identity of the beneficial owner is typically
presented to the bank as part of an overall package

of CDD documentation provided by the introducer.
However, banks remain in many cases one or more
steps removed from direct contact with the bene-
ficial owner, still more where chains of introducers

are used. In such cases, banks should implement the
highest level of enhanced CDD, which could include
(as indicated by some banks in Cyprus as already their
practice in high risk cases) direct contact with the ulti-

mate beneficial owner in a larger number of cases.

None of the banks could point to the existence of an
overall AML/CFT risk assessment conducted at the
level of and specific to the individual bank which
could be used to determine the risk appetite of the
bank across the whole range of its potential business
lines. Additionally, in a significant number of banks
their compliance function is not always adequately
consulted in the acceptance of high risk customers.
These findings, in combination, constitute material
deficiencies in light of the level of high risk interna-

tional business being conducted in the banking sector.

Some of the banks interviewed maintain business with
a significant number of politically exposed persons.
The measures being applied to PEPs are not yet fully
effective in some of the banks interviewed in respect
of measures to determine the source of wealth of



PEPs, identifying family members and close associates
of PEPs and identifying a customer who subsequently
becomes or is found to be a PEP.

Various banks appear not to obtain sufficient infor-
mation to create a meaningful economic and business
profile of the customer and beneficial owner at the
inception of a business relationship. This may under-
mine the effectiveness of ongoing monitoring carried

out in the course of the relationship.

The substantial number of alerts generated by au-
tomated ongoing monitoring systems on high risk
accounts appears to be disproportionate to the num-
ber of staff managing such alerts. As a consequence,
insufficient consideration may be given to these alerts
before being cleared. Not many suspicious activity
reports (SARs) appear to have been made as a result of
ongoing monitoring, which may call into question the

effectiveness of the current monitoring systems.

Although tax incentives are important in attracting
business to Cyprus, the assessment team was advised
that not many SARs are submitted by banks in relation
to tax-related suspicions of ML. Notwithstanding the
fact that, as a result of a recent amendment, certain

tax crimes (including tax evasion) are now predicate
offences for ML, many banks interviewed are either
unaware or unclear about the full implications of such

changes.

Overall, therefore, the assessors are concerned that the
combination of a number of features associated with
international banking business (e.g., introduced busi-
ness plus complex structures plus use of nominees)
may in higher-risk cases bring the cumulative level of
inherent risk beyond a level that is capable of being
effectively mitigated by the CDD measures currently
being applied.

Special Assessment of the Effectiveness of the Customer Due

Diligence Measures in the Banking Sector in Cyprus

document available on the MONEYVAL website



MONEY VALs Compliance Enhancing Procedures en-
sure that countries take steps to meet the international
standards and follow MONEY VAL recommendations

within an appropriate time frame.

In 2013, until revisions were made to the CEPs pro-
cedures at the 43rd Plenary under Rules changes that
come into effect in 2014, the graduated process was as
shown in the text box.!

The graduated steps of the CEPs process allow for the
CEPs process to be applied flexibly according to need.

Countries may be placed in the CEPs process as a
result of plenary discussions on Mutual Evaluation
Reports, progress reports, as a result of horizontal
reviews of overall progress at the end of an evaluation
round, or for other reasons. They have been used
flexibly in the past to deal with urgent situations, as
indicated in the Word from the Chairman. In 2013,
three countries (Albania, Bosnia and Herzegovina and
Lithuania) were in the CEPs process.

As a result of progress in remedying identified defi-
ciencies it was agreed during 2013 that Albania could

be removed from CEPs.
Throughout the application of these steps, the assessed

1 The CEPs’ structure was simplified in the latest amendments
of the Rules of Procedure agreed in the 43rd plenary meeting (9 13
December) and appears on the MONEY VAL website and will be in
effect at the first plenary of 2014.

i) A letter from the MONEY VAL Chair to the
head of delegation drawing attention to the
non-compliance with the reference docu-
ments. The letter is copied to the plenary
meeting.

ii) A letter from the MONEYVAL Chair to the
Secretary General drawing his attention
to the non-compliance by a MONEYVAL
participating State. The letter is copied to the
head of delegation concerned.

iii) A letter from the Secretary General of the
Council of Europe to the relevant government
minister drawing attention to non-compli-
ance with the reference documents.

iv) A high level mission to the country con-
cerned, to reinforce this message from step
iif).

v) A formal public statement drawing attention
to the State’s failure to comply with MONEY-
VAL reference documents.

country is required to submit reports to the Plena-
ry detailing the steps taken to achieve compliance,
which, in certain cases, may include action plans en-
dorsed at government level. If the Plenary is satisfied

with progress, they can be removed from the CEPs.



The findings of the reports are indicated below.

41st meeting Albania (step ii)

Bosnia and Herzegovina

(step 1)

42nd meeting Bosnia and Herzegovina
(step 1)

43rd meeting Bosnia and Herzegovina

(steps ii & iii)

Albania had been placed into CEPs in 2012 as a result
of problems that were still outstanding from the 3rd
round report. By the end of 2012, Albania had satis-
fied the Plenary that it had taken sufficient action to
correct the then identified problems in CDD and on
the criminalisation of terrorist financing. The Plenary
still had concerns that action was insufficient to ad-
dress deficiencies concerning non-profit organisations
identified in the 3rd round.

Albania provided a written report to the 41st Plenary.
The authorities indicated that the review of the
non-profit organisation sector had been complet-

ed, and that guidance to the NPO sector had been
issued and outreach activities were being planned,
and changes to the legal framework regarding NPOs
had been adopted. The legal framework of NPOs had
been modified with the adoption in March 2013 of a
law introducing some additions and amendments to
the 2001 legislation. This law included provisions on
the civil and criminal liability of NPOs, requirements
that NPOs’ funds should use the banking system,
requirements regarding financial statements and
preservation of tax-related data. The Tax Authority

is specified as the monitoring body of NPOs and
accounting reports are to be subject to inspection by
the Tax Authority and the FIU if appropriate. Detailed

rules on the supervision of NGOs by tax bodies were

to be set out on instruction of the Minister of Finance
within 3 months from the entry into force of the law.
An Order of the Ministry of Justice dated 3 July 2012
“on the form, content and technical rules of the NPO
register” had been approved which the authorities
indicated provides for the obligation of the District
Court of Tirana to reflect the data of the Register of
NPOs (the manual one) in an electronic form and
obliges the District Court to continuously update

the electronic register. The supervision of NPOs was
being addressed, to a certain extent, by the new law. In
light of the progress achieved by Albania, the Plenary
decided to lift the CEPs on Albania and continue
monitoring progress on other issues through the 4th

round regular follow-up process.

During 2013, Bosnia and Herzegovina submitted
three CEPS reports to the plenary on progress against
an agreed Action Plan which contained short-term,

medium-term and long-term objectives.

At the 41st plenary meeting, the plenary welcomed
the progress that had been achieved by the Bosnian
authorities in respect of the short and medium-term
action points. It was however noted that, due to inevi-
table delays in enacting the revised laws and conse-
quential amendments to laws, guidance, procedures
and trainings, that very few of the medium-term ac-
tion points were fully met. It was anticipated that the
authorities would shortly take action to expedite the
enactment of the draft laws after receiving an expert

opinion from the Council of Europe.

At the 42nd plenary meeting it was reported that, of
the 22 short-term measures that were originally estab-
lished only 7 remained unfulfilled, and most of those
related to training that has been delayed awaiting the
adoption of the revised AML/CFT Law. However, of
the 78 medium-term measures, which were intended
to be in place by 10 October 2012, only 13 had been
fully dealt with. It was noted that, due to delays in



enacting the revised laws and consequential amend-
ments to laws, guidance, procedures and trainings, 65
of the medium-term action points were still outstand-
ing. Taking into account the information provided

by the Bosnian authorities, the Committee decided

to apply steps (ii) and (iii) in sequence in respect of

Bosnia and Herzegovina.

At the 43rd plenary the Bosnian authorities report-

ed that they had prepared draft amendments to

the AML/CFT Law and the Criminal Code. On 23
October 2013, the draft amendments to the AML/CFT
Law were adopted by the Council of Ministers and it
was reported that the draft AML/CFT Law had been
submitted to the Parliamentary Assembly of Bosnia

and Herzegovina awaiting adoption.

With respect to the Law on Amendments to the Crim-
inal Code of Bosnia and Herzegovina, it was reported
that although this draft law had been submitted to

the Parliamentary Assembly of Bosnia and Herzego-
vina, this Law did not receive support and had been
rejected.

It was also reported that the Ministry of Justice of
Bosnia and Herzegovina prepared amendments to

the Law on the Establishment of a Joint Registry of
Non-Governmental Organisations in Bosnia and
Herzegovina, which also had not received support and
had also been rejected by the Parliamentary Assembly.
In the light of this, the BiH authorities had decided
that, as an alternative measure, a Joint Registry of
Non-Governmental Organisations in Bosnia and
Herzegovina will be established through application of

a Memorandum of Understanding.

The plenary was concerned that of the 115 original
objectives in the Action Plan, only 33 had been fully
dealt with. Whilst acknowledging the willingness and
cooperation displayed by the Bosnian delegation to
MONEY VAL, the Plenary decided to move to step
(iv) of the CEPs with the scheduling of a high-level
mission to BiH in early 2014.

Following the Plenary discussion of the 4th evaluation
report of Lithuania in December 2012, CEPs were
applied. It was agreed that the Chairman of MONEY-
VAL, under Step (ii) of the Compliance Enhancing
Procedures, would send a letter to the Secretary Gen-
eral of the Council of Europe, with a copy to the Head
of Delegation of Lithuania, raising concerns about
significant deficiencies in several Core Recommenda-
tions, which had persisted since the 2006 evaluation.
The letter was sent by the Chairman on 14th January
2013 and Lithuania will provide a full report on pro-
gress in March 2014.
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Progress on important deficiencies
identified in the process examining
the state of compliance on all non-
compliant (NC) and partially compliant
(PC) ratings in the 3rd round mutual
evaluation reports (“NC/PC process”)

Background

Following MONEY VALs decision to examine the
state of progress on all NC and PC ratings in those
countries that had more than 30 NC or PC ratings

in their third round mutual evaluation report, the
Plenary agreed at its 34th meeting in December
2010, that in the case of 6 countries with identified
important deficiencies, but below the threshold for
which CEPs would be applied, the Chairman would
write to the countries concerned drawing attention to
the deficiencies and inviting their authorities to take
further remedial action without instituting Compli-
ance Enhancing Procedures. Five countries remained

in the process in 2013.

Jurisdictions under consideration in
2013

Croatia

Following the adoption of the 4th round MER of
Croatia at the 42nd plenary, the plenary decided to
remove Croatia from the process. It was agreed that
Croatia had made a number of amendments to its
laws and procedures and that the remaining deficien-
cies relating to the freezing and confiscation of ter-
rorist assets, that had been identified in the 4th round
report, would be considered with all other deficiencies
under MONEY VAL 4th round follow-up procedures.

Jurisdictions Concerned

*  Croatia

*  Georgia

*  Republic of Moldova

*  “the former Yugoslav Republic of Macedonia”
*  Ukraine

Progress in 2013

Removed from process
Removed from process
Retained in process
Removed from process

Retained in process

46 — NC/PC process



In response to these procedures, amendments were
introduced to the AML/CT Law of Georgia “on Facil-
itating the Prevention of Illicit Income Legalisation”
defining in detail the CDD obligations of lawyers, as
well as the terms and procedures for record keeping,
STR reporting and internal control procedures. In
particular, according to Article 3 of the Law, “advo-
cates” are now subject to the Law as monitoring en-
tities. It was therefore agreed that all requirements of
the AML/CFT Law were now applicable to advocates
(lawyers) without any exceptions. The Law was adopt-
ed by the Parliament of Georgia on 27 November 27
2013 and entered into force on 10 December 2013. As
a consequence of this, the 43rd Plenary acknowledged
the progress made at MONEYVAL prompting and

formally terminated the process for Georgia.

In January 2013, a new draft amending the Contra-
vention Code was prepared, which introduced 8 new
articles aimed at establishing the appropriate penalties
for the violation of obligations under the AML/CFT
Law and covering the list of all possible infringe-
ments. On 22 November 2013, the Parliament of the
Republic of Moldova adopted Law No 437 amending
the Contravention Code, which established the sanc-
tioning regime for non-compliance with the AML/
CFT Law and, on 5 December 2013, the Parliament
of the Republic of Moldova adopted the final reading
of the Law. The plenary agreed that the Moldovan
authorities had met the minimum level required for a
sanctioning regime for AML/CFT breaches which was
more in line with the FATF standard and appeared to
cover all the possible infringements to the obligations
provided by the AML/CFT Law.

However, there remained reservations about the pro-
portionality and dissuasiveness of the financial sanc-
tions available for legal persons (especially banks).
Therefore the Plenary decided to continue to monitor

the situation, and required the Moldovan authorities
to report back to the 44th Plenary on whether or

not amendments to the Contravention Code were in
force, in which case the Republic of Moldova would
then exit this process. The Republic of Moldova was
also invited to report in December 2014 with statistics
showing the number and level of sanctions applied.

At its 41st plenary meeting, MONEYVAL consid-

ered the updated information on the remedying of
deficiencies in the criminalisation of financing of ter-
rorism and concluded that the draft terrorist financing
offence did not appear to fully address the shortcom-
ings identified previously nor satisfactorily comply

with the relevant international standards.

“The former Yugoslav Republic of Macedonia” adopt-
ed amendments to the CC, introducing a separate

FT offence which was completely different from

the provisions in force at the time of the 3rd round
evaluation. It was concluded that the deficiencies then
identified could not be further analysed in the context
of the new wording, as they are no longer relevant.
Taking into consideration the recent 4th round on-
site visit and the forthcoming MER which would be
considered at the 44th plenary, and fully describe the
legal system in force, the 42nd Plenary decided to
terminate the review of 3rd round deficiencies and to
re-examine the relevant legal provisions at the time

of discussion of the 4th round MER. If the report did
conclude that there is no substantial progress related
to the criminalisation of the financing of terrorism,
the Plenary could then consider applying CEPs at an
appropriate step.

It was reported to the plenary that in June 2013,
Ukraine had adopted provisions amending the
Criminal Code and Criminal Procedure Code aimed

at addressing the remaining deficiencies related to



confiscation of criminally derived assets. These pro-
visions were due to enter into force on 16 December
2013. It was agreed that once it was confirmed that
the amendments to the law had entered into force the
review of the 3rd round deficiencies under the process
would be terminated and the issue of Ukraine’s com-
pliance with the confiscation requirements would be
re-examined at the time of discussion of the 4th round
follow-up MER. It was also stated that, if the detailed
analysis in the MER should conclude that no substan-
tive progress had been achieved, the Plenary would
consider applying any other follow-up measures,

including if appropriate, CEPs.

At the start of 2013, five countries (as set out above)
remained in the NC/PC Process. At the 42nd plenary
meeting it was proposed that, considering that three
years had passed since the commencement of the pro-
cess and there remain outstanding issues, additional
measures should be considered on a case-by-case
basis, in order to achieve the expected outcomes in a

swifter manner and additional steps were proposed.

As noted above, all five countries remaining in the
NC/PC process at the start of 2013 had made progress.
Georgia had adopted and brought into force a law that
rectified the remaining deficiencies and was removed
from the process. Croatia and “the former Yugoslav
Republic of Macedonia” had recently adopted amend-
ments to relevant laws that were significantly different
from the laws originally considered, the remaining
deficiencies would be considered under the 4th round
follow-up process. Also, both the Republic of Moldova
and Ukraine reported that relevant legislation had
been adopted and it was agreed that they be would be
removed from the process once it was confirmed that

the laws had come into force.

It is therefore concluded that this process has had
the intended effect of drawing attention to important
deficiencies and monitoring progress in successfully

resolving them.



A voluntary tax compliance programme refers to any
programme that is designed to facilitate legalisation
of a taxpayer’s situation vis-a-vis funds or other assets
that were previously unreported or incorrectly report-
ed. Countries may introduce VTC programmes for

a variety of purposes including: raising tax revenue;
increasing tax honesty and compliance; and/or facili-
tating asset repatriation for the purpose of economic
policies, especially when the country is in an econom-
ic crisis. Such programmes come in a variety of forms
and may involve voluntary disclosure mechanisms,
tax amnesty incentives and/or asset repatriation. In
some cases, VTC programmes may be introduced as a
political reaction to the immediate economic or fiscal
situation of the country.

Previously, in 2007, MONEY VAL took successful
action through the application of Compliance En-
hancing Procedures in a situation where a VTC pro-
gramme adopted by a MONEYVAL member raised
serious concerns as regards the effective application of
AML/CFT measures.

In October 2012, the Financial Action Task Force pub-
lished a Best Practices report on Managing the An-
ti-Money Laundering and Counter-Terrorist Financ-
ing Policy Implications of Voluntary Tax Compliance
Programmes. This report recognised the potential for
VTC programmes to be abused by criminals for the
purpose of moving funds and it notes that the level of

potential money laundering and terrorist financing

risk varies greatly, depending on the characteristics of

the particular VTC programme being implemented.

Taking these developments into account, the 43rd
Plenary adopted procedures related to the implemen-
tation of Voluntary Tax Compliance programmes

and AML/CFT requirements by States and territories
evaluated by MONEYVAL. MONEY VAL will consider
these issues in respect of these States and territories
when they arise. Currently, three States with such

programmes are under consideration.

In 2013, MONEY VAL considered a VTC programme
proposed by Hungary.



MONEY VAL Annual Report — 2013

Typologies work

Structure of typologies work Typologies projects in 2013

Another important function of MONEY VAL is to

identify new and emerging money laundering and
terrorist financing techniques and trends, to assess the ‘ The use of online gambling for money laun-
level of these threats and report on the findings. Each dering and the financing of terrorism purposes
year, MONEY VAL undertakes typologies research to * The postponement of financial transactions
better understand the money laundering and terrorist and the monitoring of bank accounts

financing environment in the European region and * Trade based money laundering in cash inten-

to provide decision-makers and operational experts sive economies

with up-to-date information so that they may develop The typologies reports on “internet gambling” and

sound policies and strategies to combat these threats. “postponement of financial transactions” were both

adopted and published in 2013. The report on “trade-

RESEARCH REPORT

The use of internet gambling for money laundering and the
financing of terrorism purposes

document available on the MONEYVAL website
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based money laundering” was adopted in 2013 and
will be published in 2014.

The report provides an overview of the online gam-
bling sector in MONEY VAL countries, including

the extent and type of gambling offered and the ML/
FT risks and vulnerabilities associated with online
gambling and the methods of payment used. A list of
typologies, red-flag indicators and vulnerabilities is
presented, based on the experiences shared by public
and private stakeholders with the project team. The
report concludes that one of the major vulnerabilities
is directly linked to unregulated online gambling.
Additionally, given that online gambling, by its nature,
is conducted anonymously, the use of false or stolen
identities is less likely to be detected. The use of alter-
native payment systems to credit online gambling ac-
counts systems may also augment the risk of ML/FT.
Challenges also arise due to the cross-border nature
of online gambling. The regulation and supervision
of online gambling remain the strongest mitigating

factors to prevent abuse.

the manitoring of bank accounts
Apri 2013

This report examines the experience of competent au-
thorities in participating countries in effectively post-
poning suspicious financial transactions and moni-
toring bank accounts. It analyses the use of available
procedures and mechanisms and sets out practical
problems encountered by relevant authorities in this
context. It includes a number of cases, red flags and
indicators and formulates recommendations aimed
at assisting competent authorities in making a more
efficient use of their powers. The report concludes
that the monitoring of bank accounts has proved to
be an effective tool in tracing criminal assets, and
that in cases of suspicion of terrorist financing, this

is probably one of the most effective investigative
instruments. Better knowledge of the methods and
practices successfully used in this context by various
financial intelligence units and law enforcement agen-
cies and strengthened exchange of experiences and
cooperation with the private sector can only lead to
more effective financial investigations and successful
identification, seizure and subsequent confiscation of

proceeds of crime.

The postponement of financial transaction and the
monitoring of bank accounts

document available on the MONEYVAL website



This report aims to add to existing knowledge on
trade-based money laundering by studying the
relevant money laundering and terrorist financing
methods and techniques related to cash compensated
trade, carried out both domestically and interna-
tionally, with the purpose of the concealment of the
illegal origin of funds and their integration into legal
business. The goal is to develop a general overview

of the existing typologies on trade based money
laundering at MONEY VAL member jurisdiction level,
with a focus on cash based operations. The study also
considered the gathering of information on the use
of corporate vehicles in cash based transactions in
order to disrupt the documentary identification chain
available to law enforcement authorities and impede

the tracing of money.

From 9-11 October 2013, a joint Egmont
Group-MONEY VAL typology meeting was held in
Strasbourg, focusing on two topics: Laundering of the
Proceeds of Organised Crime (led by MONEYVAL)
and Financial Analysis - an examination of current
FIU practices (led by the Egmont Group). Sixty-seven
experts actively participated in the joint meeting. The
meeting also benefited from the participation of the
representatives of the FATE, FIUNET, EUROPOL and
from the expertise of Professor Michel Levi, Cardiff
University, and Mr Boudewjin Verhelst, scientific
expert of MONEVYAL.

Of the 29 delegates who attended the meeting on
Laundering of the Proceeds of Organised Crime, 24
came from MONEYVAL countries and territories.
Five countries volunteered to be involved as members
of the core group for this typologies project: Serbia,
Bulgaria, Hungary, Ukraine and Montenegro. A draft
questionnaire was prepared and presented by the core

group members in Strasbourg. The project also bene-

fited from the input of two international experts. The
resulting questionnaire was circulated to MONEYVAL
members in November 2013. The project will be taken
forward in 2014 to include a seminar with prosecutors
to examine the reasons for what appears to be a com-
paratively small number of prosecutions against those

who launder on behalf of organised crime.

The EGMONT Group-led research aims to exam-

ine the FIUS financial analysis process (as its core
function) and to investigate the manner in which the
law enforcement agencies use the outcome of the FIU
work. Of the 38 delegates who attended the meeting
on Financial Analysis - an examination of current
FIU practices, 24 were from MONEYVAL countries

and territories.



Aside from evaluation cycles, progress and follow-up
reports and other evaluation mechanisms, MON-
EYVAL engages in many other important activities,

including those listed below.

As previously noted, MONEYVAL is a key partner
in the global network of interdependent AML/CFT

assessment bodies.

The FATF continues to be MONEYVALSs primary
international partner and collaborator. The Financial
Action Task Force is an inter-governmental body
established in 1989 designed to set standards and
promote effective implementation of anti-money
laundering and terrorist financing measures. The
FATF is therefore a “policy-making body” which
works to generate the necessary political will to bring
about national legislative and regulatory reforms. It
operates in combination with FATF-style regional
bodies, among which MONEYVVAL is recognised as
a leading member.

As an Associate Member of the FATF since 2006,
MONEY VAL contributes to the policy-making
work of FATF and has recently created an informal
structure dedicated to this purpose. The Chair, the

Vice-Chair and the Executive Secretary regularly
attend FATF working group and plenary meetings
together with delegates from MONEY VAL countries
and territories. Thus, MONEY VAL States have a real
opportunity of inputting into the FATF’s global AML/
CFT policy-making.

The revision of FATF’s Recommendations was
completed in 2012 and the revised FATF Recommen-
dations were published in February 2012. Following
this revision, the FATF updated its Methodology for
Assessing Compliance with the FATF 40 Recommen-
dations and FATF 9 Special Recommendations; the
updated methodology was adopted and published in
February 2013.! FATF commenced work on evalua-
tions under the revised Recommendations at the end
of 2013 and will be followed by MONEYVAL at the

conclusion of its follow-up round (4th round).

Considerable MONEY VAL Secretariat resources

are applied to following the work of each of the

main FATF working groups, and in attendance at
inter-sessional meetings — particularly the Interna-
tional Co-operation Review Group (ICRG) and the
Evaluations and Compliance Group (ECG) (formerly
Working Group on Evaluations and Implementation
(WGEI)), which deals with issues involving interpre-
tation of the global standards and the development of
the global AML/CFT Methodology.

In 2013, MONEY VAL attended three FATF Plenaries,
1 The adopted methodology is available Aere.



the FAFT Legal Professionals Forum in London (as
part of the FATF’s typologies research into how legal
professionals can be used in money laundering) and
FATF training for the new evaluation round organ-
ised in Paris and Rome. A representative from the
MONEY VAL Secretariat also attended a joint FATF/
Middle East and North Africa Financial Action Task
Force (MENAFATF) typologies meeting in Qatar in
December 2013.

The President of FATF appoints 2 FATF delegations
to MONEY VAL with voting rights. The delegations
in 2013 were Austria and France. These delegations
are thanked for their support and contributions to

plenary discussions.

In July 2013, Mr Vladimir Nechaev, former Chairman
of MONEY VAL, became the President of the FATE,
succeeding Mr Bjorn Skogstad Aamo (Norway). The
president’s one-year term runs from 1 July 2013 to 30
June 2014.

MONEY VAL has mutual observer status with other
Associate Members of FATF and cooperates with

them on a number of levels.

In 2009, the G20 called on the FATF to identify
jurisdictions which threatened the global financial
system. Countries can be nominated directly or are
considered automatically if their evaluation reports
have a number of low ratings in important core and
key Recommendations. All European jurisdictions
identified for review by the ICRG are referred to

the ERRG. The ERRG in turn analyses the factual
situations and reports to the ICRG. Finally, the ICRG
decides whether a full targeted review is required and
final decisions are taken on this by the FATF Plenary.
In 2013, Albania was the only MONEYVAL subject to
consideration by the ERRG.

The ICRG process is intended to complement the

follow-up procedures of the regional bodies.

Albania

Following the adoption and publication of its eval-
uation report in 2011, Albania was referred to the
ERRG and then by the ICRG for consideration as a
consequence of a number of strategic deficiencies
identified. A prima facia review was conducted by
the ERRG. After examining the review, the EERG
recommended to the ICRG that a targeted review
should be carried out. Albania remained under
review by the ERRG/ICRG at the end of 2013.

Since 11 September 2001, the role of the interna-
tional financial institutions (IFIs) in AML/CFT has
expanded. The clear engagement of the IFIs with the
FATF and MONEY VAL was based on the decisions
of their Boards after the events of 11 September 2001
that AML/CFT issues should be routine parts of all
their much larger financial sector assessments in their

member States.

MONEY VAL and the FATF negotiated with the IFIs
in 2003-2004 “burden sharing” agreements, under
which the IMF or World Bank? would conduct a
small number of MONEY VAL or FATF evaluations

in a given evaluation round, and present the report
for adoption at MONEYVAL and FATF Plenaries. In
2013, the IMF led the MONEY VAL on-site evalua-
tion to Liechtenstein, with a MONEY VAL Secretariat
member as part of the team covering law enforcement

issues. This report will be presented in 2014.

MONEY VAL benefits from this burden-sharing as

the IFIs can also accept recent MONEY VAL reports
(prepared by MONEY VAL alone) as the AML/CFT
components of their own wider financial sector assess-
ments in other MONEY VAL countries.

2 In practice only the IMF has undertaken MONEY VAL countries,
as the IMF concentrates more on developed countries.



In 2013, both the IMF and the World Bank actively
participated in MONEY VAL plenary meetings. Their
contributions to MONEY VAL are appreciated.

The EU has been actively involved in MONEY VAL
since its inception. In fact, the EU encouraged its
creation. It is represented in MONEY VAL through
the European Commission and the Council of the
European Union. As a distinctly European monitoring
mechanism, MONEYVAL has always had the Europe-
an Union Directives as part of its mandate. Currently,
MONEY VAL additionally evaluates all its jurisdic-
tions — whether EU members or not® - on those parts
of the 3rd AML/CFT EU Directive* that depart from
the FATF standards. This assessment is published
with each report that MONEY VAL produces, though
without ratings. This is unique to MONEY VAL. Older
members of the EU - evaluated by FATF - are not
assessed on the EU Directives through a peer review
process, as the FATF only evaluates against global
standards. It is now possible for Council of Europe
member States not evaluated by MONEYVAL to apply
for an evaluation by MONEY VAL in respect of the
standards in the 3rd EU AML/CFT Directive. MON-
EYVAL would anticipate assessing the upcoming 4th
EU AML/CFT Directive on the same basis.

Representatives from the EU regularly attend the
MONEY VAL plenary meetings and have provided up-
dates on the progress of the new Directive throughout

the year.

In March 2013, the European Commission held a
public hearing on the Directive entitled “The fight
against Money Laundering and Terrorist Financing”
which involved input from a member of the MONEY-
VAL Secretariat.

3 Currently, 12 MONEY VAL States are EU members.
4 Directive 2005/60/EC

The United Nations” global AML/CFT standards are
embodied in the FATF 40 Recommendations and 9
Special Recommendations. The United Nations Office
on Drugs and Crime and Counter-Terrorism Com-
mittee Executive Directorate (CTED) send representa-
tives to MONEYVAL.

MONEY VAL has successfully collaborated on several
occasions with CTED on its separate assessments of
UN Security Council Resolution 1373 on terrorist
financing in MONEY VAL countries, most recently in
March 2013 in Serbia.

Representatives from the OSCE have attended MON-
EYVAL plenaries during 2013 and provided updates

on their current initiatives.

The Egmont Group was established in 1995 as an
international forum bringing together financial intelli-
gence units® in order to improve and systemise AML/
CFT co-operation, particularly at intelligence level.
MONEY VAL has observer status and has actively par-
ticipated in Egmont Group meetings and contributed
to training of FIU staff. The Egmont Group was active
in pressing for FIU standards to be covered in an in-
ternational legal instrument and contributed actively
to the negotiation of the Council of Europe Conven-
tion on Laundering, Search, Seizure and Confiscation
of the Proceeds from Crime and on the Financing of
Terrorism. MONEY VALs law enforcement scientific
expert, Mr Boudewijn Verhelst, was the Chair of the
Egmont Group from 2010 to 2013.

In January 2013, Ms Livia Stoica attended the Egmont
group’s plenary meeting in Ostende, Belgium. In
October, as noted under Typologies above, the Eg-

5 The receiving units for suspicious transaction reports from the
private sector.



mont Group and MONEY VAL held a joint typologies
meeting in Strasbourg.

The Eurasian group on combating money laundering
and financing of terrorism (EAG) is a FATF-style
regional body uniting Belarus, India, Kazakhstan,
China, Kyrgyzstan, Russia, Tajikistan, Turkmenistan
and Uzbekistan. 14 more States and 18 international
and regional organisations have observer status within
the EAG. Representatives from the EAG regularly
attend MONEY VAL plenary meetings and the 3rd
round evaluation of the Russian Federation was
conducted jointly with the FATF and EAG. In 2012,
a joint MONEYVAL/EAG workshop was hosted by
MONEYVAL.

In May 2013, Mr Dmitry Kostin, from the MONEY-
VAL Secretariat attended an EAG plenary meeting

in Minsk Belarus. The purpose of attendance was: to
enhance cooperation with EAG; to provide input into
EAG work; to discuss bilaterally future joint AML/
CFT events; to take part in the typologies project
“Ilicit financial flows from Afghan drug trafficking”
led by the Russian Federation.

In November 2013, Ms Livia Stoica Becht of the
MONEY VAL Secretariat attended an EAG plenary

meeting in Ashgabat, Turkmenistan.

During 2013, the Executive Secretary and members
of the MONEY VAL Secretariat visited the UK Crown
Dependencies of Guernsey, Jersey and the Isle of Man.
The aim of these visits was to gain a better under-
standing of the business environment and AML/

CFT structures in place and also to raise awareness

of MONEY VAL and its monitoring role. These visits

assisted the Secretariat in developing a better under-

standing of the territories prior to analysing the 3rd
round progress reports that were submitted later in

the year.

In October, the Executive Secretary participated in the
Academy of European Law’s conference on Anti-Mon-
ey Laundering in the EU, in Trier, and discussed the
current challenges to the EU anti-money laundering

regimes in a global context.

Following the adoption of Recommendation CM/
Rec(2011)10 and the Conference of Ministers respon-
sible for Sport in Belgrade on 15 March 2012, the
Committee of Ministers invited the Enlarged Partial
Agreement on Sports’ (EPAS) Governing Board to
launch the negotiation of a possible Council of Europe
Convention against manipulation of sports results and
notably match-fixing, and to involve relevant Council
of Europe bodies and committees in this process,
including MONEY VAL. Representatives from the
MONEY VAL Secretariat attend EPAS meetings.

The 41st Plenary heard an update on EPAS’s draft
Convention against the manipulation of sports com-
petitions. The draft convention has been the subject of
MONEY VAL input.

In April 2013, the Executive Secretary of MONEY-
VAL, Mr John Ringguth, gave a presentation to the
Parliamentary Assembly of the Council of Europe.
Members of PACE attended MONEY VAL plenary
meetings during 2013.



In response to the increase in transnational organised
crime (TOC), European States have decided to go
beyond the existing frameworks of international and
supranational fora (UNODC, Interpol and the EU),
and to create a truly pan-European framework and a
common strategic approach to tackle TOC. The terms
of reference of Ad-hoc Drafting Group on Transna-
tional Organised Crime (PC-GR-COT) were adopted
by the Committee of Ministers of the Council of
Europe on 21 November 2012 and two meetings were
held in June and December 2013. AML/CFT being a
major component of TOC, MONEY VAL participated
in these meetings. Before its terms of reference ex-
pired on 31 December, the Ad-hoc Group completed
its White Paper on Transnational Organised Crime,
which is to be adopted by the European Committee
on Crime Problems during its plenary meeting in June
2014.

In June 2013 Mr John Baker from the MONEYVAL
Secretariat spoke at a conference on money launder-
ing and fraud in the UK Crown Dependency of the
Isle of Man. The conference was attended by approx-
imately 170 representatives of all areas of financial
services as well as designated non-financial businesses
and professions. As the UK Crown Dependency of
the Isle of Man had only recently joined MONEYVAL
this presented an opportunity to raise awareness of the
role of MONEY VAL and the likely implications of the
revised FATF Recommendations and Methodology.

In September 2013, Mr John Baker from the MON-
EYVAL Secretariat attended a seminar organised by

European Alternatives which is a civil society organi-

In November, MONEYVAL trained 36 experts from 26 countries on 4th round evaluation practices.



sation devoted to exploring the potential for transna-
tional politics and culture. The seminar was organised
in conjunction with ALDA: The Association of Local
Democracy Agencies (which was established in 1999
at the initiative of the Council of Europe’s Congress of
Local and Regional Authorities to coordinate and sup-
port a network of Local Democracy Agencies that was
established in the early 1990s). The aim is to produce
a European citizen’s charter, a draft of which is already
available on the European Alternatives website.

There was an extensive discussion concerning failure
of countries to confiscate the proceeds of crime. It
was emphasised that countries should be encouraged
to sign and ratify the Council of Europe Convention
on Laundering, Search, Seizure and Confiscation of
the Proceeds from Crime and on the Financing of

Terrorism.

MONEYVAL held a successful evaluator training
seminar from 4-8 November 2013 in Strasbourg. The
seminar was attended by 36 experts from 26 countries
and territories evaluated by MONEY VAL, including
for the first time experts from the UK Crown Depend-

encies of Guernsey, Jersey and the Isle of Man.

The primary purpose of the seminar was to train
future evaluators of MONEY VALs 4th round of
mutual evaluations. Participating trainers included the
Executive Secretary of MONEYVAL, MONEYVAL
scientific experts Mr Philipp Roeser (Liechtenstein),
Mr Boudewijn Verhelst (Belgium), Mr Lajos Korona
(Hungary), Mr Yehuda Shaffer (Israel) and Mr Rich-
ard Walker (UK Crown Dependency of Guernsey)
and a Financial Sector Consultant, Mr Terry Dono-
van. The assistance of all these experts was greatly

appreciated by all the participants.

In response to the revision of the FATF Recommen-
dations and consequential changes being prepared
to the underlying methodologies, MONEY VAL has

undertaken a number of initiatives to raise awareness

among MONEY VAL jurisdictions.

In the 43rd plenary meeting there was a presentation
by Serbia on how it had developed its national risk
assessment.

The 2005 Council of Europe Convention on Launder-
ing, Search, Seizure and Confiscation of the Proceeds
from Crime and on the Financing of Terrorism (or
Warsaw Convention®), which came into force on 1
May 2008, builds on the success of the 1990 Conven-
tion on Laundering, Search, Seizure and Confiscation
of the Proceeds from Crime (or Strasbourg Con-
vention’). It is the first comprehensive anti-money
laundering treaty covering prevention, repression and
international co-operation in anti-money laundering

and confiscation. More specifically, this instrument:

provides States with enhanced possibilities to
prosecute money laundering more effectively
equips States Parties with further confiscation
tools to deprive offenders of criminal proceeds
provides important investigative powers, includ-
ing measures to access banking information for
domestic investigations and for the purposes of
international co-operation

covers preventive measures, and the roles and
responsibilities of financial intelligence units
and the principles for international co-operation
between financial intelligence units

applies all its provisions to financing of terrorism
covers the principles on which judicial inter-
national co-operation should operate between

States Parties

The Convention provides for a monitoring mecha-

nism through a Conference of the Parties to ensure

6 The Warsaw Convention is numbered 198 in the Council of
Europe’s treaty system (CETS). Its full text can be found here.

7  The Strasbourg Convention is numbered 141 in the Council of
Europe’s former European Treaty System (ETS). Its full text can be
found here.



that its provisions are being effectively implemented.
It came into force on 1 May 2008 and counts to date
13 signatories, including the European Union, and
24 State Parties. In 2011, Mrs Eva Rossidou-Papa-
kyriacou (Cyprus) was elected to be the first Chair of
the COP and was re-elected in 2013 for a term of two
years. In June 2013, the COP elected Mr Branislav
Bohacik as Vice-President for a term of two years, as
well as the following Bureau members for a term of

one year:

Mrs Eva ROSSIDOU-PAPAKYRIACOU,
President (Cyprus)

Mr Branislav Bohacik, Vice-President (Slovak
Republic)

Ms Kateryna BUHAYETS, Member (Ukraine)
Ms Hasmik MUSIKYAN, Member (Armenia)
Mr Sorin TANASE, Member (Romania)

Mr Paolo Costanzo (Italy) has been appointed as
scientific expert to the COP since 2011.

The monitoring procedure under the Convention

is particularly careful not to duplicate the work of
MONEYVAL or of the FATF; it therefore focuses on
those parts of the Convention that add value to the
current global standards. The assessment is undertak-
en by three rapporteurs (on legal aspects, FIU related
issues and international co-operation) in conjunction
with the Secretariat and is based on the replies of the
authorities to a detailed questionnaire. Where neces-
sary, MONEY VAL and FATF reports are also drawn

upon.

MONEY VALs Executive Secretary is also the Exec-
utive Secretary to the COP, due to the relevance and
interconnection of the COP’s mandate to the work
of MONEY VAL. Similarly, MONEY VALs secretariat
staff also provides full support to the COP.

In 2012, the COP and MONEY VAL agreed to pilot
new procedures whereby the COP could benefit from

MONEY VALs processes. Under these procedures,
whenever possible, questions by the Secretariat on
the implementation of the Convention’s requirements
would be raised during MONEY VAL on-site visits

so that this information can be integrated into COP
reports. The evaluations carried out in this way have
proved to be successful and the results are encourag-
ing both for MONEYVAL, the COP and the countries
evaluated. Notably, in addition to the added value
brought to COP and MONEY VAL reports, conduct-
ing the two processes in parallel has minimised the
duplication of effort by the country.

A similar collaborative arrangement has been agreed
with the FATF in order to raise issues on the imple-
mentation of Convention requirements during FATF’s
on-site visits to States which have ratified CETS 198.
Subject to the agreement of the relevant State Party, it
has been accepted by FATF that a Secretariat member
of the COP will join the FATF evaluation team n
during the FATF on-site visit and attend relevant
meetings in order to address certain aspects specific
to CETS 198. Belgium has agreed to serve as a pilot
to test this cooperation, therefore a member of the
MONEY VAL Secretariat will participate in the FATF
4th round assessment in Belgium in June 2014. The
COP and the FATF have agreed that following this
evaluation visit, the two mechanisms will take stock
of the experience and decide whether the scope and
process for this co-operation should be detailed either
in the respective rules of procedure of each monitor-
ing body or otherwise through an exchange of letters.
Such collaboration responds to current concerns
expressed by member States of the Council of Europe
about the need to strengthen co-ordination and coop-

eration of monitoring bodies wherever possible.

At its plenary meeting in June 2013, the COP adopted
the evaluation reports on Croatia and Poland, as well
as the first progress report on Albania. It decided that
the next parties to be assessed in 2014 will be the Re-
public of Moldova, Malta and Montenegro. Moreover,

further to the revision of the FATF recommendations



and their possible consequences for CETS No. 198,
the COP decided that a minimalist revision of this
instrument should be launched. More specifically an
amendment to the categories of offences contained in
the Appendix to the Convention shall be initiated un-
der the “fast-track procedure” provided under Article
54 paragraph 6 of the Convention, in order to add the

offences of smuggling and tax crimes.

Two successful events — an awareness-raising confer-
ence on CETS 198 (“From Signature to ratification,
Implementation and Enforcement: Meeting the
Challenges”) and a training event for future Confer-
ence of the Parties rapporteurs — were also organised
in Dilijan, Armenia by the COP in cooperation with
the Armenian authorities from 30 September to 4
October 2013.

The objectives of the Conference were three-fold: to
raise awareness among relevant practitioners about
the provisions of the Convention and its added

value and as such encourage them to sign and ratify;
to have an informed discussion about the actions
required and related challenges in the implementa-
tion process; and to exchange experiences, network
and promote effective international co-operation

on the issues covered by the Convention. Seventeen
participants from eleven States and one international
organisation attended this event: five signatories and
six non signatories to the Convention, including four
non-Council of Europe member States (notably Israel,
Kazakhstan, Morocco and Tajikistan). The Secretar-
iat of the COP received both orally and in writing
very positive feed-back from the participants and the
speakers, who indicated that the Conference went far
beyond their expectations. The excellent presenta-
tions provided by the speakers on various aspects of
the Convention, and the valuable insights from State
Parties’ experiences in implementing the Convention’s
provisions were key to achieving the objectives set
for this event. During the conference, the Secretariat
received information indicating that the ratification
process was well advanced in the Russian Federation

and well under way in Estonia and in s other signatory
countries. Furthermore, very encouraging signals
indicating a strong interest in signing and or ratify-
ing the Convention were provided by non-Signatory
States such as Israel, Monaco and Kazakhstan and by

Signatories such as Italy.

The Bureau considered the list of policy papers that
the FATF is contemplating to adopt in the forth-
coming months and to which MONEY VAL should
contribute. It agreed that a more structured approach
is needed in MONEY VALSs next round, given the
need to prioritise resources and their use. A stronger
involvement of bureau members, scientific experts
and experienced delegations should be considered

in this context. The flexible structure — made up of
MONEY VAL experts from various fields — would be
called upon for evaluation of a selection of topic under
consideration by the FATE. Mr Nicola Muccioli kindly
volunteered to act as coordinator of this informal
group. This proposal was considered and accepted by
the 43rd Plenary.

As noted in the Chairman’s letter, organised crime
regularly hides its profits behind corporate structures
or trusts. Criminal proceeds are often invested in
companies or other legal arrangements, including
trusts, with complex layers of corporate ownership
spreading around the globe. One of the biggest prob-
lems worldwide in money laundering and confiscation
enquiries is identifying who are the ultimate beneficial
owners of companies or trusts with complex own-
ership structures into which criminal proceeds have
been introduced. Many major investigations run into
the ground because information on the real owners of
companies is either inaccurate, unavailable or cannot

be accessed in a timely way by law enforcement.



This issue was addressed by the G8 leaders in 2013

at their June summit in Northern Ireland under the
UK Presidency. The G8 committed to core transpar-
ency principles to prevent the misuse of companies
or other legal arrangements, including trusts, for
money laundering and tax evasion. Each G8 country
will report on its progress against a targeted national
action plan based on the core principles®. The aim

is to ensure in particular that companies and other
legal arrangements, including trusts, always know
who owns and controls them, and that such beneficial
ownership information is adequate, accurate, current,
and readily accessible to competent authorities. The
42nd MONEY VAL Plenary in September heard a
presentation from the United Kingdom delegation on
this important topic. After discussion in plenary,

MONEY VAL States and territories were encouraged
to follow the G8 lead on this and consider these issues
either in their national risk assessments or in specific
action plans, and consider reporting to MONEYVAL

on this issue in the tours de table at future plenaries.

8 See Appendix III



Of the 33 jurisdictions evaluated by MONEY VAL at
the start of the year, 25 were subject to active monitor-
ing processes by MONEYVAL in 2013, which is a very
positive achievement given MONEY VALs Secretariat

resources.

Reports which have been considered at MONEYVAL
plenary meetings have broadly indicated a consistent
improvement of formal compliance with interna-
tional standards, particularly on the preventive side.
However the implementation of the standards is more
challenging. In particular more needs to be done by
law enforcement and prosecutorial authorities in
achieving serious autonomous money laundering con-
victions and deterrent confiscation orders to take the
profit out of crime. The proceeds of organised crime
are often invested in companies with complex layers of
corporate ownership spreading around the globe. One
of the biggest problems worldwide in money laun-
dering and confiscation enquiries is identifying who
are the ultimate beneficial owners of companies with
complex ownership structures into which criminal
proceeds have been introduced. Many major investi-
gations run into the ground because information on
the real owners of companies is either inaccurate, un-
available or cannot be accessed in a timely way by law
enforcement. Thus, MONEY VAL warmly welcomes
the G8 initiative on transparency of companies and
trusts and considers that real progress here should im-
prove the success rate in prosecuting those who laun-

der on behalf of organised crime. Greater success in

this area will increase public confidence in our States’
capacities to detect and prosecute major criminals and

deprive them of their ill-gotten gains.

MONEY VAL is now an internationally recognised
and influential global player in the AML/CFT world.
It is a leading Associate Member of the FATF and is
respected as an effective monitoring mechanism for
the quality of its outputs and the strength of its robust
follow-up procedures, which are acknowledged as
delivering results. Through its activities, MONEY-
VAL identifies and helps to reduce risks to the global
financial system, identifies gaps in national AML/CFT
systems, and actively follows up the progress countries
made to rectify them.

In 2013, MONEY VAL contributed significantly to the
visibility of the Council of Europe with the publi-
cation of its special assessment on Cyprus and its
progress report on the Holy See which was the subject

of extensive global media coverage.

The Council of Europe benefits from MONEYVALs
excellent reputation and high visibility. If MONEY-
VAL is to maintain its strong position in AML/CFT
monitoring in the future, its secretariat needs to be
further strengthened to ensure a higher percentage
of permanent staff to develop the necessary expertise

over time.



Good morning,

Mr Jan Kleijssen, Dr Anton Bartolo, Mr John Ring-
guth, distinguished delegates, colleagues and friends.

I am happy to be back here in Strasbourg for a
MONEY VAL Plenary meeting, even though I am in
a different capacity this time. Eight months since I
was here last time seem a long time to me and I miss
the opportunity to come to MONEYVAL events and
be among you. In a way I feel deprived of some very
special part of my life. ’'m proud to have been coming
here as a delegate for 10 years and to have served for
almost 4 years as the MONEY VAL Chairman. This
unique experience helps me a great deal in my new
role as the FATF President. You have all heard me
speak before as a MONEY VAL insider. Now, I have
the opportunity to talk to you from outside and thus

to let you hear my views from a broader perspective.

These days we speak a lot about the Global AML/CFT
Network and the efforts we should invest to make it
stronger. For me personally, it is both easy and diffi-
cult to speak about MONEY VAL role in the Global
Network. It is easy because for quite a long period

of time this had been an integral part of my life and
I'm more familiar with it than maybe any other FATF
President. On the other hand it is difficult because

it is an inherently difficult task to make an objective
assessment of your own work. Nevertheless I feel it is
my duty to emphasise the critical role that MONEY-
VAL plays in the Global Network. I refer here not only

to the statements of my predecessors and other stake-

holders acknowledging the many accomplishments

of MONEYVAL. It is not an exaggeration to say that
MONEY VAL is an indispensable partner of the FATF
in promoting the Global AML/CFT Network. This
was certainly what I thought when I was MONEYVAL
Chairman, and it is still my view as the President of
the FATE

Why is MONEY VAL so important? Here are a
number of reasons: First of all, MONEY VAL has a
special position as a part of a larger body, the Council
of Europe. Not only does this give the MONEYVAL

a strong political framework to achieve its goals, but
also creates additional responsibility to ensure the
high quality of its work. The close co-operation and
synergy between MONEY VAL and the rest of the
Council of Europe has produced quite impressive
results, especially in the area of technical assistance

and capacity building activities.

An important recent development to ensure a better
integration in the region was the decision to grant
equal voting rights for all jurisdictions that participate
in the work of MONEY VAL and I am glad that I stood
at the beginning of the process that led to this deci-

sion. This also serves to reinforce the Global Network.

Another strong point of MONEYVAL is its high-qual-
ity mutual evaluation process. Now in the second half
of its 4th “follow-up” round, MONEYVAL is the most
experienced FSRB in terms of conducting mutual
evaluations in the AML/CFT field. A consistent and

accurate interpretation of the FATF standards in the



European region sets an example for others. The spe-
cial focus on effectiveness in this “follow-up” round
gives MONEY VAL unique experience which will

be highly relevant as the global network as a whole
moves into assessing countries according to the re-
vised FATF standards. Another strong feature of your
process is that the experts from MONEYVAL and
FATF already participated in each other’s assessments
on reciprocal basis and we hope this will continue in

the future to reinforce the Global Network.

Mutual evaluations can only be truly effective as a pro-
cess if they are complemented by robust and consist-
ent follow-up monitoring. And again this is the area
where MONEY VAL has excelled. It has developed
very detailed (and some might say quite complex)
follow-up and Compliance Enhancing Procedures.
Indeed, MONEY VAL:s 4th round of evaluations has
the specific aim of ensuring action is taken to remedy
previously identified shortcomings.

MONEY VAL has also demonstrated its willingness to
strengthen the Global Network by sharing experience
and engaging in constructive cooperation with other
members of that network. Here 'm speaking about

work on typologies and various training events.

So now I would also like to take a few minutes to
outline the main objectives for the FATF under the

current term of the Russian Presidency.

As you all know the FATF will start its 4th round of
evaluations in 2014 - in fact, we have already started
working on the first evaluations. To give this process
a good start is a high priority. This year has been very
productive in terms of developing documents that are
going to set the framework for these activities. Earlier
this year the FATF Secretariat made a presentation on
the new Methodology, and later this week the Secre-
tariat will give another presentation on the new ME
process and procedures - as the FATF will carry it out
for its members. You will see that there are a number
of very important novelties to the process, such as the

new “peer review” mechanism and more ambitious

follow-up procedures. While recognising, that all
FSRBs could have their own particularities there are
a number of (minimum) “core” elements that every
associate member of the FATF should have in order
to ensure a level-playing field. Those elements will be
further elaborated in the Secretariat’s presentation,
and we hope that the MONEY VAL experience can
provide a strong contribution to this discussion. We
hope that MONEY VAL procedures will be as close as
possible to those of FATE

What will also be new for the upcoming round is

the increased focus on effectiveness of implementa-
tion. This issue is challenging to deal with without
having better understanding of the ML/TF risks that a
jurisdiction is facing. Therefore, work on national risk
assessments will be one of the cornerstones of the ef-
fective AML/CFT regimes. Some MONEY VAL mem-
bers have already started working on this, and the
FATF is keenly interested in understanding the lessons
learned from this experience. The new working group
(RTMG - the former Working Group on Typologies)
now has a specific role in following work on national
risk assessments (NRAs). We plan to leverage the
experience countries have in developing NRAs to help
reinforce this effort. As well, we hope that collecting
and analysing NRAs will provide substantial input to a

future “global’ assessments of risk.

One of the priorities of the Russian Presidency is
reinforcing the Global AML/CFT Network. We will
continue to work within the mandates of the ICRG
and GNCG which have proved their effectiveness,
including by continuing to encourage direct partic-
ipation of MONEY VAL. However we will also seek
new approaches in dealing with this subject. One
aspect of the global AML/CFT covering is far from
being solved. That is — the breakaway territories or
self-declared or partially declared States or even
parts of States where central authorities have limited
or no control. These territories remain outside any
or almost any monitoring processes. Without any

political consequences the issue has to be looked into



and a form of interaction should be sought. The FATF
would like to see financial institution and DNFBPs in
these territories to be obliged to implement AML/CFT
Standards with a possibility of obtaining information

from those territories.

When we are talking about the Global Network we
also should not forget about an important player
here, which is the Egmont Group. It is widely known
that financial intelligence units, as the key bodies in
a country’s AML/CFT system, play a prominent role
heading the member delegations in many FSRBs,
including the MONEY VAL. Therefore, the FATF
under the Russian Presidency is promoting efforts

to enhance co-operation with this body including by
focusing on the role played by FIUs in their domestic
regimes. And we already see positive reactions to this
from the Egmont Group. Incidentally I met my first
day of the FATF Presidency at the Egmont plenary
and this seems symbolic to me.

In addition to the issues that I have just mentioned a
number of other initiatives will remain on the FATF
agenda for the coming years. Among them is the con-
tinued engagement with the private sector and civil
society. This engagement is a crucial element for dif-
ferent work streams in the FATF such as policy devel-
opment and research of emerging trends and methods

and further work to promote financial inclusion.

Concluding my remarks, I will just underline once
again that there is a lot of work in front of us all and
accomplishing this work will not be possible without
constructive cooperation in the framework of the
Global Network. This is something where MONEY-
VAL can make difference and where the FATF could
count on your support. I look forward to continued
dialogue between the MONEY VAL and the FATF on
the ways that can further strengthen the relationship
between FATF and its associate members.

Mr Chairman, Mr Executive Secretary, ladies and
gentlemen, I would like to thank you for the opportu-
nity to come here again and for your kind attention,

and I wish you all success and fruitful work this week.
Thank you.

-

Vladimir Nechaev
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At its June 2013 meeting in Lough Erne, the G8 committed to publish national action plans, based on the follow-
ing principles, to set out the concrete action each of its countries would take to counter money laundering and tax
evasion. To ensure G8 members would be held to account for their commitments, the G8 agreed to a process of

self-reporting through a public update on the progress made against individual action plans and to inform the FAFT.

1. Companies should know who owns and controls them and their beneficial ownership and basic information
should be adequate, accurate, and current. As such, companies should be required to obtain and hold their
beneficial ownership and basic information, and ensure documentation of this information is accurate.

2. Beneficial ownership information on companies should be accessible onshore to law enforcement, tax ad-
ministrations and other relevant authorities including, as appropriate, financial intelligence units. This could
be achieved through central registries of company beneficial ownership and basic information at national or
State level. Countries should consider measures to facilitate access to company beneficial ownership infor-
mation by financial institutions and other regulated businesses. Some basic company information should be
publicly accessible.

3. Trustees of express trusts should know the beneficial ownership of the trust, including information on benefi-
ciaries and settlors. This information should be accessible by law enforcement, tax administrations and other
relevant authorities including, as appropriate, financial intelligence units.

4. Authorities should understand the risks to which their anti-money laundering and countering the financing
of terrorism regime is exposed and implement effective and proportionate measures to target those risks.
Appropriate information on the results of the risk assessments should be shared with relevant authorities,
regulated businesses and other jurisdictions.

5. The misuse of financial instruments and of certain shareholding structures which may obstruct transparency;,

such as bearer shares and nominee shareholders and directors, should be prevented.



Financial institutions and designated non-financial businesses and professions, including trust and company
service providers, should be subject to effective anti-money laundering and counter terrorist financing obli-
gations to identify and verify the beneficial ownership of their customers. Countries should ensure effective
supervision of these obligations.

Effective, proportionate and dissuasive sanctions should be available for companies, financial institutions and
other regulated businesses that do not comply with their respective obligations, including those regarding
customer due diligence. These sanctions should be robustly enforced.

National authorities should cooperate effectively domestically and across borders to combat the abuse of
companies and legal arrangements for illicit activity. Countries should ensure that their relevant authorities
can rapidly, constructively, and effectively provide basic company and beneficial ownership information upon

request from foreign counterparts.
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Appendix IV
Breakdown of monitoring by MONEYVAL processes
in 2013

3rd On-site Other
4th NC/ No
EERG = MER | Progress CEPs evaluation on-site | VTC
Followup PC action
Report visit visit

Albania X X X

Andorra X

Armenia X

Azerbaijan X

Bosnia & Herzegovina X

Bulgaria X

Croatia X X

Cyprus X X

Czech Republic X

Estonia X

Georgia X

Holy See X X

Hungary X X

Israel X X

Latvia X

Liechtenstein X

Lithuania X
Malta X

Monaco X

Montenegro X
Poland X
Republic of Moldova X

Romania X

Russian Federation X

San Marino X
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Serbia

Slovak Republic
Slovenia

“the former
Yugoslav Republic of
Macedonia”

UK Crown
Dependency of
Guernsey

UK Crown
Dependency of Jersey
UK Crown
Dependency of the
Isle of Man

Ukraine
Total

25

States and territories subject to active MONEY VAL monitoring in 2013
States and territories not subject to active MONEY VAL monitoring in 2013
Total



Appendix V
FATF and FATF-style Regional Bodies

©  Financial Action Task Force on Anti-Money Laundering (FATF)

MONEYVAL Annual Report — 2013

©  Asia/Pacific Group on Money Laundering (APG)

°  Caribbean Financial Action Task Force (CFATF)

°  Council of Europe Committee of Experts on the Evaluation of Anti-Money Laundering
Measures and the Financing of Terrorism (MONEY VAL)

*  Eurasian Group (EAG)

©  Eastern and Southern Africa Anti-Money Laundering Group (ESAAMLG)

°  Financial Action Task Force on Money Laundering in South America (GAFISUD)

°  Inter-Governmental Action Group against Money Laundering in West Africa (GIABA)

°  Middle East and North Africa Financial Action Task Force (MENAFATF)

B EEEEEEE R
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(Adopted by the Committee of Ministers on 9 October 2013 at
the 1180th meeting of the Ministers’ Deputies)

The Committee of Ministers, under the terms of
Articles 15.a and 16 of the Statute of the Council of
Europe,

Having regard to the Declaration and Action Plan
adopted at the Third Summit of Heads of State and
Government of the Council of Europe (Warsaw, 16-17
May 2005), in particular to the Heading I1.2 of the
Action Plan commending the work undertaken by the
Committee of Experts on the Evaluation of Anti-Mon-
ey Laundering Measures and the Financing of Terror-
ism (MONEYVAL) to monitor anti-money laundering

measures, including the financing of terrorism;

Recognising the importance of the fight against mon-
ey laundering, the financing of terrorism and other
forms of serious proceeds-generating crimes for the
purpose of which the Council of Europe has adopted a
variety of instruments, in particular the 1990 Conven-
tion on Laundering, Search, Seizure and Confiscation
of the Proceeds from Crime (ETS No. 141) and the
2005 Council of Europe Convention on Laundering,
Search, Seizure and Confiscation of the Proceeds from
Crime and on the Financing of Terrorism (CETS No.
198);

Recalling the status of the Council of Europe/MON-
EYVAL since June 2006 as an associate member of the
Financial Action Task Force (FATF) and underlining
the importance of MONEY VAL as a leading interna-
tional partner in the global network of anti-money
laundering and combating the financing of terrorism
(AML/CFT) assessment bodies;

Having consulted MONEYVAL on ways to reinforce
its action;

Deeply convinced that fighting organised crime
effectively requires sustained action to combat money

laundering;

Deeply convinced of the need to fight the financing of

terrorism;

Noting that, since its creation by the Committee of
Ministers in 1997 as an expert committee subordinat-
ed to the European Committee on Crime Problems
(CDPC), MONEY VAL has developed its activities in
a step-by-step fashion, giving priority to achieving
concrete results;

Considering that the strengthening of MONEY VAL
should take as its starting point the work already done

and that MONEY VAL should consolidate and develop

this work,



Decides to adopt the amended statute of the Com-
mittee of Experts on the Evaluation of Anti-Money
Laundering Measures and the Financing of Terrorism

1. MONEY VAL shall be a monitoring body of the
Council of Europe entrusted with the task of assessing
compliance with the principal international standards
to counter money laundering and the financing of
terrorism and the effectiveness of their implementa-
tion, as well as with the task of making recommen-
dations to national authorities in respect of necessary

improvements to their systems.

2. Through a dynamic process of mutual evaluation,
peer review and regular follow-up of its reports,
MONEYVAL shall aim to improve the capacities of
national authorities to fight money laundering and the

financing of terrorism more effectively.

1. Taking into account the AML/CFT evaluation
procedures and practices used by the FATE, the Inter-
national Monetary Fund (IMF) and the World Bank,
MONEY VAL shall develop appropriate documenta-
tion, including questionnaires for self-evaluation and
mutual evaluation, and follow up and assess, by means
of such questionnaires and/or other tools and periodic
on-site visits, the compliance with the relevant inter-
national AML/CFT standards of States falling into
any of the categories specified in Article 2.2 below.

2. Evaluation by MONEY VAL shall cover:

a. member States of the Council of Europe which are
not members of the FATF;

b. member States of the Council of Europe which

become members of the FATF and request to continue

(MONEY VAL), which will henceforth regulate its
activities, as appended hereto.
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to be evaluated by MONEYVAL;

c. member States of the Council of Europe which

are members of the FATF and which request to be
evaluated by MONEY VAL as regards European stand-
ards not already covered by the FATF or any other
evaluation body;

and, subject to a decision by the Committee of Min-

isters,

d. member States of the Council of Europe which are
members of the FATE, with respect to the territo-
ry(ies) for whose international relations they are
responsible or on whose behalf they are authorised to
give undertakings, provided these territories are not
evaluated by the FATE, upon the relevant member
State’s request that its territory(ies) be evaluated by
MONEYVAL;

e. any applicant State for membership of the Council
of Europe and any other non-member State of the
Council of Europe which is not a member of the
FATE provided the interested State makes a request in
writing to the Secretary General in which it under-
takes to participate fully in the evaluation procedure,

to comply with its results and to contribute to its costs.

3. A non-member State of the Council of Europe,
non-member of the FATF, which is subject to eval-
uation by MONEYVAL in pursuance of the above
may at any time declare, by means of a notification to
the Secretary General, that it decides to interrupt its
participation in the evaluation.

4. MONEY VAL shall adopt reports covering:

- the features and magnitude of money laundering



and the financing of terrorism, including typologies;

- the efficiency of measures taken to combat mon-

ey laundering and the financing of terrorism in the
legislative, financial regulatory, law enforcement and
judicial sectors, with recommendations to improve the
domestic system to combat money laundering and the

financing of terrorism.

5. MONEY VAL shall conduct regular thematic typol-
ogies research in respect of all evaluated States on the
features, techniques, trends and magnitude of money

laundering and the financing of terrorism.

6. MONEYVAL may conduct other research into
issues relating to money laundering and the financing
of terrorism, including horizontal reviews of the pro-
gress of evaluated States in meeting the international

standards in each evaluation round.

7. MONEY VAL may, after consultation with the
European Committee on Crime Problems (CDPC),
propose recommendations for adoption by the
Committee of Ministers which would improve the
international fight against money laundering and the

financing of terrorism.

8. MONEY VAL shall raise awareness of major global
policy and operational initiatives to counter money

laundering and the financing of terrorism.

9. MONEY VAL shall contribute actively to the global
fight against money laundering and the financing of
terrorism by working closely with other key inter-
national partners, including the FATE, the IMF, the
World Bank, the United Nations, the European Union
and other FATF-Style Regional Bodies (FSRBs) in the
global network of AML/CFT assessment bodies.

1. Meetings of MONEY VAL shall consist of delega-
tions designated by each Council of Europe member
State which is subject to evaluation by MONEY VAL
in pursuance of Article 2.2, paragraphs a, b, cand d

above.

2. Delegations designated in pursuance of paragraph 1
above shall consist of not more than three represent-
atives. One representative shall be appointed as head
of the delegation. Representatives shall have particular
knowledge and experience of their domestic AML/
CFT regimes and should have profiles in each of the
following areas:

a. senior officials and experts with responsibility for

regulation and supervision of financial institutions;

b. senior officials in law enforcement and financial

intelligence units;

c. senior legal experts from Ministries of Justice and/

or judicial and prosecutorial bodies.

3. The presidency of the FATF shall appoint to the
meetings of MONEYVAL, two delegations from
among two States members of the FATF, each com-
posed of one representative appointed for a renewable
term of office of two years.

4. The Council of Europe shall support the costs relat-
ed to the participation of the delegations of Council of
Europe member States which are evaluated in pursu-

ance of Article 2.2, paragraphs a and b, above.

5. The FATF shall support the costs related to the par-
ticipation of the delegations designated in pursuance
of paragraph 3 above.

1. The Parliamentary Assembly of the Council of Eu-
rope, the Council of Europe Development Bank, the
CDPC and the Conference of the Parties of the Con-
vention on Laundering, Search, Seizure and Confisca-
tion of the Proceeds from Crime and on the Financing
of Terrorism, may each send one representative to the
meetings of MONEY VAL, without the right to vote

and at the charge of their administrative budget.

2. The European Commission and the Secretariat



General of the Council of the European Union may
send a representative to the meetings of MONEYVAL,
without the right to vote or defrayal of expenses.

3. States with observer status of the Council of Europe
may each send one representative to the meetings of
MONEY VAL, without the right to vote or defrayal of

expenses.

4. The following international organisations and
institutions may send representatives to the meetings
of MONEY VAL, without the right to vote or defrayal

of expenses:

- Secretariat of the Financial Action Task Force on
Money Laundering (FATF);

- International Criminal Police Organization (ICPO)

- Interpol;
- Commonwealth Secretariat;
- International Monetary Fund (IMF);

- United Nations International Drug Control Pro-
gramme (UNDCP);

- United Nations Counter-Terrorism Committee
(CTC)s

- United Nations Crime Prevention and Criminal

Justice Division;
- World Bank;

- European Bank for Reconstruction and Develop-
ment (EBRD);

- Offshore Group of Banking Supervisors (OGBS);

- Organisation for Security and Co-operation in
Europe (OSCE);

- Egmont Group of Financial Intelligence Units;

- Eurasian Group on Combating Money Laundering

and Financing of Terrorism (EAG);

- any other FATF style regional body (FSRB) which is
or becomes an associate member of the FATFE, on the

basis of reciprocity.

5. Any member of the FATF which is not represented
in MONEY VAL in pursuance of Article 3.3 may send
a representative to the meetings of MONEYVAL,

without the right to vote or defrayal of expenses.

6. Any non-member State of the Council of Europe
which is subject to evaluation by MONEYVAL in
pursuance of Article 2.2, paragraph e, may send a rep-
resentative to the meetings of MONEY VAL, without
defrayal of expenses.

7. When deciding whether requests shall be granted
under Article 2. 2 paragraph d or Article 2.2 para-
graph e, the Committee of Ministers may also decide
to grant voting rights.

8. MONEY VAL shall be assisted in its meetings by
no more than five scientific experts appointed by the
Secretary General, without the right to vote and at the

charge of the Council of Europe budget.

1. MONEY VAL shall draw up its own rules of proce-

dure.

2. MONEYVAL shall hold at least two plenary meet-
ings a year and may decide to set up working groups
and sub-groups whenever necessary.

3. MONEY VAL shall hold its meetings in camera.

4. Each delegation designated in pursuance of Articles
3.1 and 3.2 shall dispose of one vote. Delegations des-
ignated in pursuance of Article 3.3 shall each dispose

of one vote.

5. The State of Israel and the Holy See (including Vati-
can City State) are entitled to dispose of one vote each.

6. The United Kingdom Crown Dependencies of
Guernsey, Jersey and the Isle of Man subject to MON-
EYVAL mutual evaluation processes and procedures
and by virtue of CM/Res(2012)6 shall dispose of one
vote collectively and count, solely for the purposes of

the calculation of the quorum, as one delegation.



7. The State of Israel, the Holy See (including Vatican
City State) and States and territories which are evalu-
ated by virtue of Article 2.2 paragraph d or Article 2.2
paragraph e may have their voting rights suspended
if the payment of contributions has not been made
within a reasonable time on a proposal made by the

Bureau with a two-thirds majority.

8. A quorum shall be reached when the majority of

delegations with voting rights are present.

9. Decisions in procedural matters, in respect of the
election of the Chair, Vice-Chair or Bureau members,
or in respect of the adoption of the rules of procedure,
shall be taken by voting. Any other decision, includ-
ing decisions on issues arising in mutual evaluation
reports, progress reports and compliance reports,
shall be taken without a vote and shall be reached by

consensus.

10. Procedural matters shall be settled by a majority
of the votes cast, with the exception of proposals to
amend the statute which will require a two-thirds

majority.

11. Where the question arises as to whether or not

a matter is procedural in nature, it may not be so
regarded unless MONEYVAL decides to that effect by
a majority of two thirds of the votes cast.

12. For these purposes, “votes cast” shall mean the
votes of delegations cast for or against. Delegations

abstaining shall be regarded as not having cast a vote.

13. All reports adopted by MONEY VAL shall be
public.

1. There shall be a Bureau composed of the Chair,

the Vice-Chair and three other persons elected by
MONEY VAL from among the representatives of the
delegations designated in pursuance of Articles 3.1
and 3.2 and representatives of other delegations enjoy-

ing voting rights. The term of office of the members of

the Bureau shall be two years, renewable once.

2. The Bureau shall carry out the following functions:
- assist the Chair;

- supervise the preparation of meetings;

- ensure continuity between meetings as necessary.

The Bureau shall carry out any other functions as-
signed to it by MONEYVAL.

1. The evaluation procedures shall be divided into
rounds. At the beginning of each round, MONEY VAL
shall select the specific issues on which the evaluation
procedure shall be based.

2. During an evaluation round, MONEY VAL shall
conduct on-site visits in all the States participating in
its evaluation process in conformity with Article 2.2

and decide the order of visits.

3. National authorities shall co-operate to the fullest
possible extent in the evaluation procedure, within the
limits of the applicable legislation.

4. MONEY VAL will monitor progress and develop-
ments through the regular follow-up of adopted eval-
uation reports. As provided in its rules of procedure
(Compliance Enhancing Procedures), MONEY VAL
may take steps, at any time, in respect of States which
are not in compliance with the relevant international
AML/CFT standards, including with the recommen-

dations made in the mutual evaluation reports.

1. MONEY VAL activities shall be financed by the
Ordinary Budget of the Council of Europe.

2. MONEY VAL may receive additional voluntary
contributions from evaluated States, States and bodies
participating in its meetings, as well as from any other

international institution.



1. MONEY VAL shall be assisted by a secretariat
provided by the Secretary General of the Council of
Europe.

2. The MONEY VAL secretariat shall be headed by
an Executive Secretary appointed by the Secretary

General of the Council of Europe.

The Chair of MONEYVAL and the Executive Sec-
retary shall present an annual activity report to the
Committee of Ministers, including information on
the state of compliance with AML/CFT international
standards in the States that have been evaluated in the
previous year by MONEY VAL.

1. The Committee of Ministers may adopt, after con-
sulting MONEY VAL, amendments to this statute by
the majority foreseen at Article 20.d of the Statute of

the Council of Europe.

2. MONEYVAL may propose amendments to this
statute to the Committee of Ministers, which shall be

decided by the above-mentioned majority.
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